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Aims and objectives

With an increasing emphasis on individual capability in personal inancial manogement as well as
an increased focus on consumer protection and professionalism in financial services, growing the
research base for financial planning has never been more important.

The financial planning profession needs an academic platform for discourse on the issues of
individual personal financial planning and wealth management, where issues of practice and policy
can be debated with rigour, independence and evidence. Prior to the Financial Planning Research
Journal (FPRJ), no journals fitted info this niche to provide a forum for dissemination of research in the
specific area of personal finance and investments in the Australion context.

The context of personal finance and investments for Australia is different from the rest of the
developed economies because of the presence of mandatory superannuation, a large managed
funds pool, unique characteristics of Australia’s investrment environment as well as our demographic
profile, and a strong, but increasingly pressured, social security system. Because of these factors
infernafional journals in the area of personal inance and/or investments may not suif an Australion
audience. In addition, the ropid developments in regulatory and professional standards within the
contfext of personal finance suggest there should be some inferest in, and need for, independent,
peerreviewed research in this area,

The Financial Planning Research Journal (FPRJ) aims to publish high-quality, original, scholarly
peereviewed arficles from a wide variety of personal inance, investment and faxation disciplines.
These include, but are not restricted to, economics, inance, management, accounting, marketing,
faxatfion, behavioural inance, inancial literacy, financial education and low. The issue is that they are
of inferest to the practice and policy of inancial planning in Australia,

FPRJ is the research journal of the Financial Planning Association of Australia and is published
by the Department of Accounting, Finance and Economics, Griffith Business School, Griffith
University, Australia. FPRJ is ranked on the Australian Business Deans Council (ABDC) quality
journal publication listing and publishes two issues a year.

Visit our website af griffith.edu.au/financial-planning-research-journal
for further information.
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Opinions and comment on papers published in FPRJ presented as Letters to the Editor are welcome.
Correspondence in connection with the FPIRJ should be addressed to The Editor
via email forj.edifor@griffith.edu.au.

FPRJ is the journal of the Financial Planning Association of Australia, Sydney NSW 2000.

FPRJ is published two times each year providing an outlet for research info financial planning
and ifs related areas. No part of the material published in the FPRJ may be reproduced without
the permission of the aufhor and FPA Australian,

This publication is issued on the understanding that: (1) FPA Australia, the editors and Griffith University
are not responsible for the resulfs of any action faken on the lbasis of information in this publication,
nor for any errors or omissions; (2) FPA Australio, the editors and Griffith University expressly disclaim all
and any liability fo any person in respect of anything and of the consequences of anything done

or omitted fo e done by any such person in reliance, whether whole or partial, upon the whole or
any part of the contents of this publication; (3) if legal advice or other expert assistance is required,
the services of a competent professional person should be sought; and (4) the views expressed in
this publication are those of the confributors and Not necessarily those of FPA Australia, the editors or
Griffith University. Acknowledgement of the author or authors, FPA Australia and FPRJ is required. If you
wish fo advertise an upcoming research event (forum, symposium, conference) of relevance fo the
aims of FPRJ please email the editors with the details for our consideration (forj.edifor@griffith.edu.au).
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Guidelines for contributors

The Financial Planning Research Journal (FPIRJ) Editorial Board welcomes original, applied and
fopical arficles on maffers of inferest o the financial advice community across Australia, New Zealand
and Asia that will inform the practice and/or policy of the profession. Articles will be submitted to

a double-blind review process and may be refurned to authors with suggestions/comments for
consideration and revision. The editors will consult with authors as closely as possible about changes.

Authors should submit complete papers that do not exceed 5,000 words not including the tifle page,
abstract, fables, figures, charts, footnotes and reference list. The word count must be stafed on the
title page. Papers should be original works that are not published or under review af another journal.

Please submit your manuscript fo forj.editor@griffith.edu.au.

Authors are advised that if submiffed papers are accepted for publication in FPRJ, then the authors
will be required to complete a copyright assignment form and provide a 600-word synopsis of the
paper for publication in Money & Life magazine.

Other submission reguirerents include:

* Thefifle page should include a concise and informative fifle; the names and affiliations of
all authors; the name, mailing address, tfelephone number, fox number, and email address
of the author (or corresponding author, if more than one author); word count; and any
acknowledgments to those who assisted the authors, in a footnote asterisked to the fitle.

* The second page should repeat the fitle so that papers may be refereed anonymously. This page
should also include an abstract and up to five keywords. The fext of the arficle should begin on
the third page.

e The abstract (not more than 100 words) should highlight the paper’s relevance to the area of
financial planning.

*  Manuscripts should be submitted in Microsoft Word format, use 1.5 spacing, A4 paper size, 11
point Arial font, 2.5 cm margins on all sides, and be left-aligned (not justified). Number all pages
consecufively beginning with the tifle page.

*  Non-English words, such as et al., ex-post, ad hoc, per capita, Zetgeist, or au fait, should be
ifalicised.

*  Full stops and guestion marks should be followed by a single space.

* Tables and figures should e located atf the end of the article. Make it clear where tables are to
be inserfed in the fext, for example, (Toble 1 here).

*  The preferred referencing style is based on the "AGPS Harvard referencing system’.

Detailed informartion about the AGPS Harvard referencing including examples can be found on the
Griffith University welbsite. Some examples of in-fext and reference list elements are outlined over the
page as a guide.
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Intext citations

Ideas and work referenced from ofher sources are indicated by placing the author’s
surname and the date of publication in brackets. If possible, you should also give the page
number. When an author has published more than one cited document in the same year,
these are distinguished by adding lower case lefters (a, b, ¢, efc.) to the year. For example,
Jones (2010a) discussed the subject. ..

*  Single author examples:
Teachers help each student with their individual inferprefatfion of understanding
(Fetherston 2007, p. 61).

Fetherston (2007, p. 61) claims that teachers 'suggest ways of looking ot the new
material’,

* Two or three authors examples:
The advantoges of using proxy mode... (Kakadia & DiMamibro 2004, p. 80).
Douglas, Papadopoulos and Boutelle (2009, p. 11) dispute the claim...

*  More than three authors examples:
Industry best practice (Beer ef al. 2012, p. 54) suggests that
Beer et al. (2012, p. 54) when discussing industry best practice. ..

Reference list
Place the reference list on a new page af the end of your paper and centre the heading of

"References”. List references alphabetically A-Z by first author’s surname. List works with no
author under the first significant word of the fitle and list mulfiple works by the same author
from oldest to newest by dafe, Add a lower case letter immediately affer the year for
mulfiple works by the same author in the same year, for example, (2000a, 2000b, 2000¢).

Examples:
*  Book—print: Fetherston, T 2007, Becoming an effective feacher, Thomson Learning,
South Melbourne.

*  Book chapter—print: Sherren, K 20006, ‘Pillars of society: the historical confext for
sustfainability and higher education in Australia’, in W Filho & D Carpenter (eds),
Sustainability in the Australasian university context, Peter Lang, Frankfurt, pp. 11-32.

*  Journal arficle—print: Leonard, V & LeBrasseur, R 2008, "Individual assignments
and academic dishonesty: exploring the conundrum’, The Australion Educational
Researcher, vol. 35, no. 1, pp. 37-56.

*  Web page: National Library of Australia 2010, About the National Library, Natfional Library
of Australia, viewed 30 March 2010, <http://www.nla.gov.au>.
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From the editors

First, we hope you're well. Since the last edifion in mid-2020, the global pandemic has raged on
and been joined with fires, floods, war and a change of Government in Australia. The impact of this
has been significant personally and professionally, economically, and socially for all. As we draff this
editorial inflation is rising with inferest rafes following, and the consequent correction in the equity
and property markets. The unprecedented comes fo mind, but it is worth nofing that many familiar
things are again in the mix. Another advice review is underway, new adviser ‘associations’ have
emerged, re-regulation is on the lbooks for some areas as we awaif the outcomes of consultation
processes, and lobbyists clamour for audience with the new Ministers. As Tahn Sharpe (Professional
Planner) argued in the weekend summary arficle (19 June), it is fime to move fo a ‘collaborative
age’ with the industry to become ‘less divisive and more united’. Interestingly the very next day the
three lead arficles (20 June) covered (1) the FPA's view that there is no simple metric for the value
of advice, warning against simple checklists (think BID) in the quest to simplify advice regulation; (2)
the SIAA calling for RG146 style regulatory segregation of types of advisers; and (3) the AFA calling
for consumer protfection to vary with the risk of the advice. A united voice and vision for the future
advice profession sfill seems far away.

Yet, talking to advisers most tell a sfory of business never being better with high advice demand,
increasing client satisfaction, more referrals than can e accommodarted, increasing professionalism
on the ground (where it counts) and thus significant opporfunifies for growth. This has also led fo the
restarting of a rush for talent across all role types. Some have said - ‘it has never been better’.

It is certainly o crozy world right now.

With this backdrop, we deliver the next edifion of FPRJ, the research journal of the Financial Planning
Associatfion of Australia. This edition contains four papers covering topics such as theoretfical
frameworks and practical fools from the management literature of use for advice professionals,

The role of communication and fechnology in advice relationships, psychological reactions to the
pandemic and impact of this on planning for the future financially, ond the role of advice in a crisis -
all related one way or another fo the last few years of COVID-19.

In the first article, William Kine and colleagues explore frameworks and fools from the management
literature that should e of use fo financial advice practitioners. This aims fo provide the necessary
understanding of these analytical tools such that it can be utilised in a range of advice areas
including portfolio management and practice management.

The second paper, by Nat Daley and Katherine Hunt, empirically explore the impact of technology
on advice, in the context of the global pandemic, by surveying clients and advisers. They find some
divergence of views between clienfs and planners with planners underestimating client confidence
and the importance placed on both communication and investment refurns, relative fo other factors
such as relationship quality.
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The third arficle by Kym Irving, explores the impact of the pandemic on individuals and generations
in ferms of factors such as financial stress, mental distress, and risk folerance. The paper explores if
the pandemic has induced a ‘furning point” that has altered underlying values, perceptions and
behaviours of individuals which could impact on client goal setfing and risk folerance (for example).

The final arficle, by Ellana Loy and colleagues, explores the literature on crises and the potential role
of advice during such fimes (including the pandemic) and how the value of advice may change
during such periods. Drawing inferences from the literature, they argue that a more sophisticated
approach to client-professional relationships is needed due fo the posifive impact of advice on client
wellbeing during such fimes.

We hope you enjoy reading this edition of the FPRJ. Our thanks fo the new FPRJ Editorial Board,
our colleagues af the FPA, our ediforial and design team, and the various other confributors fo
this edifion. We look forward o bringing you the next edition latfer this year and thank you for your
advocacy in spreading the good word about the journall

Professor Mark Brimble and Dr Michelle Cull
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The Financial Planning Research Journal (FPRJ) aims to publish high quality, original,
scholarly peer-reviewed articles from a wide variety of personal finance,
investment and taxation disciplines including economics; finance; management;
accounting; marketing; taxation; behavioural finance; financial literacy; financial
education and law.

The editorial board welcomes original, applied and topical articles on matters of
interest to the global financial advice community that will inform the practice and
or policy of the profession. Articles will be submitted to a double-blind review
process and may be returned to authors with comments for consideration and
revision.

Papers submitted to the Financial Planning Academics’ Forum are eligible for
consideration to be included in Issue 1, 2023 of the FPRJ. Please submit your
paper to the Editor: fprj.editor@griffith.edu.au.

Further submission guidelines are available online on the FPRJ website. There are
no fees or membership conditions attached to submissions for this journal and all
issues published are open access.
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Key words: ABSTRACT

Resource-based view, knowledge- In this paper, we highlight theoretical frameworks and
based view, competitive practical fools in the management literature, which offer
advantage, data envelopment valuable perspectives for financial service professionals.
analysis, firm performance More specifically, we review the core logic relafed o the

creatfion of competitive advantage, as well as the necessary
foundations for the application of readily-available analytical
tools such as datfa envelopment analysis (DEA). We then
infegrate these foundations with the financial services
landscape so that inancial service professionals can
leverage their understanding in areas of stock selection,
porffolio management, dafa analytics, and practice
management.
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Introduction

Competitive advantage sfems from a firm’s ability fo create a unique value proposition for a
specific customer segment (Porter, 1985). In order to creatfe uniqueness, firm decision-makers
generally allocate company resources o market-based activities such as research, marketing, and
customer service (Ghemawat et al., 1998). If done optimally, firms furn these activities info an insight
or experience that creates unique value, which customers reward with a one-time purchase or
ongoing relationship, thus providing a return on investrent (ROI) and advantage versus industry
rivals. However, in the hyper-competitive inancial services marketplace, sustainable differentiation
of services, which generally consist of some form of technical advice (e.g., tax, legal, insurance),
report (e.g., valuation, economic damages), or fransaction execution (e.g., stock purchase/sale,
iNnsurance confract) is quite difficult. It is against this backdrop that this paper infegrates theoretical
management foundations and tools with the financial services landscope. An understanding in
these areas will help inancial service professionals (FSPs) evaluate investrent alfernatives for clients
while also offering valuable insights for practice management.

The confributions in this paper are four-fold. First, core management principles and tools that

apply to FSPs when providing services to their clients are discussed. For example, by understanding
the core drivers of competitive advantage, FSPs will be better equipped to idenfify undervalued
individual stocks. In short, if FSPs recommend investment in firms with current or future sustainable
competitive advantage for client portfolios it should theoretically lead to superior client sfock returns.
This knowledge can also be applied in a host of other areas beyond individual stfock selection, such
as asset allocation with sector rotation tactics, hedge fund selection, or private equity investment,
Second, this arficle contributes fo the dialogue on financial services practice management. Applying
principles about competitive advantage fo FSP practices should help fo shape investment decision-
making of firm partners or principals. More specifically, being able fo identify drivers of unigueness

in the marketplace should guide specific firm-level investment in employee training programs,
marketing, and branding initictives, research techniques, and cusfomer service procedures. Third, the
theories and fools discussed in this paper are generally ignored in the financial services space. This
lack of aftention is likely due to the fact these topics are not fypically covered in finance programs af
universities or in industry-standard education. As such, this paper affempts fo fill o critical knowledge
gap in the financial services industry. Fourth, and perhaps most importantly, data envelopment
analysis (DEA), the main analytical fool in this paper, allows advisors to incorporate complementary
measures, financial and non-inancial (i.e., envionment, social responsibility, and governance (ESG)
info custom portfolios reflecting client desires and needs.

The rest of the paper is organized as follows. The paper begins with brief reviews of the literafure on
competitive advantage and data envelopment analysis, followed by discussions about how fo apply
management logic and DEA in the financial services space, respectively. Finally, a general discussion
and conclusion are provided,

An Introduction to Theories of Competitive Advantage

The Resource-Based View (RBV) is roofed in the seminal work of Edith Penrose (1959), which asserts
that firm resources such as infernal teams, processes, and assefs drive firm success. According fo
Wernerfelt (1984), Barney (1991), Peteraf (1993) and ofhers, resources are firm-controlled tangible
and infangible assets, which include physical resources (i.e., plant and equipment, row maferials)

13
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(Wiliamson, 1975), human capital resources (i.e., insight, fraining processes) (Becker, 1964), and
organizational capital resources (i.e., structure, corporate controls, culfure) (Tomer, 1987). These
resources, therefore, are the foundation for competition in the marketplaoce. Accordingly, the goal
of the management team is to develop ifs resource portfolio in a way that creates a unique value
proposition. This resource development occurs through either acquisition, internal development, or
partnership with outside entifies.

Wernerfelt (1984) and Barney (1991) helped to popularize RBV by effectively arficulating the
fundamental assumptions in the RBV framework, which posits that firm resource differences are
potentially a source of superior firm performance. The RBV explains how firms can extract ‘rent” and
develop susfainable competifive advanfage through the development of firm resources which are
valuable (i.e., create value that customers will pay for), rare (i.e., not readily available), inimitable (i.e.,
duplicatfion is not possible), and non-substitutable (i.e., an alfernative is not available), collectively
forming the VRIN framework (Barney, 1991). In other words, firms should seek to develop resources that
enable the formation of ‘resource position barriers” which are analogous o entry barriers (Wernerfelf,
1984). Resources with position barriers provide some protection from industry forces while contributing
to afirm’s sfrategic infent (Brown, 2015; Brown & Kiine, 2020). Nof surprisingly, humaon copital resources
and organizational capital resources have arguably interested scholars the most. This inferest stems
from research suggesting that off-the-shelf components should not yield a competitive advantage,
but rather that infangible assets, which require infernal development (i.e., fraining practices and
cultural development) are more significant value generators (Conner, 1991).

Extending this theme, management theorists have developed a related theory about competitive
advantage called the Knowledge-Based View (KBV). KBV theorists posit that knowledge is the
preeminent productive resource (Grant, 1997). Knowledge-based resources are offen crifical
infangible resources that contribute fo competitive advantage as firms invest in practices that
encourage creativity, innovation, and systemartic knowledge dissemination (Curado and Bontis, 2006;
Winter and Szulanski, 1999).

Researchers argue that individuals and firms utilize knowledge, explicit (i.e., things that are codifiable),
and facit (i.e., know-how created through our experiences), in order to compete effectively. Explicit
knowledge can be written down and easily fransferred. As an example, consider a simple set of
steps fo follow in a recipe for making pasta. This information can e fransferred and successfully
utilized by most members of our society without much effort or error. Now consider a world-renowned
chef cooking a signature dish. To explain how fo replicate the signature dish, the chef will need to
writfe down the necessary steps (i.e., order and measurement of ingredients) and a series of i-then
statements based on his/her experience. As dishes increase in complexity, it becomes less likely that
the chef will capture all factors that could cause variation in the finished product. In reakHime, the
expert chef adjusts based on "gut instincts" that resulfed from thousands of ofher dishes prepared
over fime. The integration of facts (i.e., the base recipe) and experience captures the inherent nature
of the fask and provides a lbasis for advantage for the chef. Simply put, the knowledge in the chef’s
mind is difficult to copy. Consistent with this theme, KBV theorists assert that a competitive advantage
resfs in the ability to create and disseminate codifiable and facit knowledge, af various levels of the
organization, as well as the firm’s ability to appropriate the value generated from it (Coff, 1999).
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Why Should FSPs Embrace RBV and KBV?

There are two primary reasons why FSPs should embbrace RBV and KBV (collectively, theories aloout
competitive advantage). First, the theoretical foundations provide a blueprint for practitioners

to follow In their quest for competitive advantage. Resources that are hard to copy lead o firm
advantages that drive market share, cash flow, and valuation. Understanding the source of
advantage contributes to the analysis of firms in the marketplace. By using this logic, asset managers
will be in a betfter position o identify firms with resource positions that are defendable, thus providing
substantial long-term investment opportunifies for their client portfolios. Second, RBV and KBV logic
confributes fo the practice management diclogue and helps managers formulate competitive
moves (Zane &Kiine, 2017). The central tenets of these theories helo management feams fo build
the optimal firm infrastructure for competition. As experts in their industry, fop management feams
(TMTs) identify unique resource positions and create asset allocation plans for the development of
such resources,

How Can FSPs Apply Theory in Practice?

In order to develop competitive advantage in practice, managers must first embrace the following
perspective: a firm is a porffolio of assets. As FSPs embrace this view, they will more likely see and
isolate the core resources that underly the way investible firms can compete. Recent work on firm-
level performance by Andonova and Ruiz-Pava (2016) showed that measures of infangible assefs
like brands, patents, and know-how were positively correlated with firm performance (i.e., refurn on
assefs and refurn on sales) and advantage. While research like this supports competitive advantage
theory in general, readers should note that the assets driving advantage are likely industry-specific
and can vary significantly over fime due to environmental factors such as government regulation,
fechnological changes, and changing consumer preferences. This foundation allows for the second
phase in developing competitive advantage, which consists of a systematic quantitative and
qualitative screening approach once essential competitive resources are identiied and ranked.
Once a revised investible universe is creafed, it should flow info client asset allocation consistent with
current suitability and fiduciary industry standards.

The foundations of competitive advantages can also be applied to drive proctice management
decision-making in the financial services industry. Intuifively, building a competitive advantfage

with a service orientation, focuses on “soffer” assetfs as opposed o fangible plant, property, and
equipment (PP&E). It is unlikely that FSPs will develop advantage with some form of unique office
space, fechnology (i.e., IT infrastructure), or ofher physical assefs. Rather, the dominant management
logic suggests that advantage will stern from unique research insights (i.e., tacit firm knowledge)
embedded in individuals or the institution, organizational culture, and institutional procedures for
hiring and fraining af all levels of the firm. Solidifying the "portfolio” perspective will helo decision-
makers foster resource commitment (both fime and money) fo crifical policies/procedures that have
not fraditionally been viewed as assets.
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Data Envelopment Analysis Foundations

Production functions are mathematical equations that estimate the quantity of production inputs
(i.e., lond and labor) necessary fo produce a cerfain guantity of oufput (i.e., finished goods).
Functions defermine the moximum output for a given set of inputs or the minimum inputs for o
given level of output. DEA utilizes a process that is similar to the linear programming optimization
technigues, which produces single to multiple input/outout efficiency measures (Banker ef al., 1984;
Cook and Seiford, 2008).

DEA provides a new perspective of data that is not evident from ofher stafistical mefthods. While
tfraditional stafistical methods like least-squares regression produce a line of best fit around the mean,
DEA oufput provides efficiency scores of Decision-Making Units (DMU), relatfive fo top performers in a
sample (Charnes et al., 1978). DEA reflects variation between DMUs, which measures the efficiency
of individual branches, cost centers, divisions, firms, or industries. In the example that follows, individual
firms are the DMUs, but there is a wide range of applications in which FSPs can consider alfernative
units of analysis (Sherman and Zhu, 2013).

FSPs compute relative efficiency scores across firms through refurn on assefs (ROA) or refurn on

equity (ROE) measures. ROA, for example, measures how efficiently a management feam ufilizes ifs
assefs to produce netincome (an input/output measure: assefs are the input and net income is the
oufput). The commonly used Sharpe rafio also measures asset efficiency by standardizing refurns
over and above the risk-free rafe with standard deviation (i.e., asset refurn less the risk-free rafe divided
by standaord deviation), yielding a risk-adjusted excess return efficiency measure (Sharpe, 1964,

1966). Similarly, DEA produces output enabling plofs of input/output rafios that illustrate efficiency
scores across DMUs, DEA offers considerable flexibility in that it can build on this simple logic and
accommodate mulfiple input and oufput measures simulfaneously (Cook and Zhu, 2013).

To illustrate the oufput from DEA, consider a simple example drawing from 46 firms in the
fransportatfion industry in 2013. Table 1 shows the oufput from a slightly more complicated input/
oufput model, which incorporates two inputs: 1) Total assets, 2) Invested capital (i.e., Delot and equity
capital), and one output: Earnings before interest and faxes (EBIT). DEA uses a linear prograrmming
technigue to produce theta scores that represent the optimal performers (i.e., firms with opfimal

EBIT) given the two inputs. In this example, Spirit and Americon Airlines have theta scores of one
representing a fie in efficiency. All other firms are less than optimal in oufput and therefore have theta
scores less than one. Analysts can then use these data in asset allocation models.
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Table 1 — Transportation Industry Efficiency Scores *

Invested

Ticker Firm Name Rank Theta EBIT Total Assets Capital
SAVE Spirit Airlines Inc 1 1.00 $ 283 § 1,181 $ 771
AMRI1 American Airlines Inc 1 1.00 $ 1,785 $ 25612 $ 192
CDHPF Hnz Group Inc 3 0.74 $ 62 $ 347§ 277
ALGT Allegiant Travel Co 4 0.73 $ 160 $ 930 § 591
SKAS Saker Aviation Services Inc 5 0.64 $ 13 7 $ 4
ASR Grupo Aeroportuario Sureste 6 0.63 $ 249 $ 1,635 $ 1,457
CHRVF Chorus Aviation Inc 7 0.63 $ 134§ 977 § 560
CPA Copa Holdings Sa 8 0.58 $ 549§ 3953 §$ 2,815
ALK Alaska Air Group Inc 9 0.57 $ 646 $ 5838 $ 2,783
VA Virgin America Inc 10 0.54 $ 81 $§ 701 $ 385
WIAFF Westjet Airlines Ltd 11 0.46 $ 408 $ 4,143 § 2,279
FDX Fedex Corp 12 0.46 $ 3446 $ 33,070 $ 20,013
OMAB  Grupo Aeroportuario Del Cent 13 0.44 $ 89 § 841 $ 715
DAL Delta Air Lines Inc 14 0.41 $ 3802 $ 52,252 § 21,438
AIRM Air Methods Corp 15 0.40 $ 121§ 1,253 § 984
PAC Grupo Aeroportuario Del Paci 16 0.39 $ 181 $ 1,927 § 1,789
PHIIK Phi Inc 17 0.37 $ 105 § 1,173 $ 939
LUV Southwest Airlines 18 0.36 $ 1364 $ 19,345 § 9,527
AVH Avianca Holdings Sa 19 0.33 $ 385 § 5179 $ 3,166
AAL American Airlines Group Inc 20 0.31 $ 1935 $ 42278 $ 12,622
RYAAY Ryanair Holdings Plc 21 0.31 $ 906 $ 12,140 $ 8,130
HA Hawaiian Holdings Inc 22 0.30 $ 134§ 2,164 $ 1,141
AIRT Air T Inc 23 0.29 $ 39 37§ 27
FDX1 Federal Express Corp 24 0.29 $ 1,143 §$ 19,964 § 9,726
UAL United Continental Hldgs Inc 25 0.29 $ 1,769 $ 36,812 $ 13,908
AIDEF Air Canada 26 0.27 $ 359§ 9470 $ 2,562
RIET Republic Airways Hldgs Inc 27 0.27 $ 212§ 3271 § 2,441
ATSG Air Transport Services Group 28 0.27 $ 66 $ 1,033 § 730
JBLU Jetblue Airways Corp 29 0.27 $ 428 $ 7350 $ 4,250
GLUX Great Lakes Aviation Ltd 30 0.24 $ 4 3 78§ 39
CGITF Cargojet Inc 31 0.24 $ 78 116 $ 90
BRS Bristow Group Inc 32 0.24 $ 191 § 3398 $ 2,606
AAWW  Atlas Air Worldwide Hldg Inc 33 0.23 $ 206 $ 3718 $ 2,861
ICAGY Intl Consol Airlines Group 34 0.19 $ 980 $ 28,629 $ 12,058
SKYW Skywest Inc 35 0.15 $ 153§ 4233 § 2,728
VLRS Controladora Vuela Compania 36 0.15 $ 20§ 640 § 325
EIFZF Exchange Income Corp 37 0.14 $ 32§ 91 $ 740
LFL Latam Airlines Group Sa 38 0.14 $ 678 $ 22,631 $ 13,130
ERA Era Group Inc 39 0.13 $ 30 $ 959 $ 715
GOL Gol Linhas Aereas Inteligent 40 0.12 $ 119 § 4,506 $ 2,697
DLAKY Deutsche Lufthansa Ag 41 0.11 $ 712§ 40,075 $ 15,062
HELI Che Group Ltd 42 0.09 $ 65 $ 3,104 $ 2,175
MIC Macquarie Infrastructure Cp 43 0.09 § 52§ 2,501 $ 1,986
DCVRF Discovery Air Inc 44 0.05 $ 4 3 300 § 230
AFLYY Air France - Klm 45 0.03 $ 179 $ 35,030 $ 15,000
ZNH China Southern Airlines 46 0.02 $ 133 § 27290 $ 18,347

* Theta scores based on DEA modeling in STATA range fromO0 to 1.

Why Should FSPs Embrace DEA?

DEA is a valuable tool for a number of reasons. First, it is an approach that is theoretically and
stafistically aligned with RBV and KBV logic, in that it highlights the fop-performing firms on the efficient
fronfier, as opposed to regression analysis, which reflects central tendencies (Richard, et al. 2009).
Second, DEA is an established methodology. DEA has a forty-year frack record and "has emerged as
a preeminent methodology for assessing the relative efficiency of decision-making unifs.” (Fizel and
D'ltri, 1999, p. 570) resulting in wide acceptance in fields such as tourism, supply-chain and logistics,

17



Financial Planning Research Journal

and finance. Scholars have written thousands of arficles utilizing DEA methodology (Cook and
Seiford, 2008) covering wide-ranging fopics from marketing benchmarking (Donthu, Hershiberger, and
Osmoniekov, 2000), to sports management (Howard and Miller, 1993), to education (Mayston, 2003).
Third, as mentioned previously, the input/output orientation of DEA is aligned with conventional
analysis fechnigues already performed by FSPs. Managers and practifioners are already performing
simplified rafios analysis consistent with the fundamental principles in DEA. Fourth, DEA is a readily-
available fool. There are DEA applications in popular platforms like STATA, while there are DEA add-ins
in Microsoft Excel through ifs solver applications as well. In addifion, there is guidance that covers

the nuances of running DEA models, as well as "how-fo” insfructions in popular texts frequently with
accompanying CDs with datfasets and code for running DEA applications. Finally, and perhaps

most importantly, DEA offers an alfernative fo fraditional performance measures such as the Sharpe
rafio and Jensen’s alpha, which is measured as portfolio refurn less market returns captured by the
Capital Asset Pricing Model (CAPM) formula (Jensen, 1967). There is an extensive literature noting that
Jensen'’s alpha suffers from benchmarking bias, while the Sharpe ratfio omits fransaction costs and
fees (For a more defailed review of the limitations of the Sharpe ratio and Jensen'’s aloha see Murthi
et al, 1997). In short, DEA offers o complementary perspective, which helps advisors build customized
porffolios reflecting idiosyncrafic client objectives related to risk, refurn, or non-financial factors such as
environment, social responsibility, and governance preferences (Abate ef al, 2021).

How Can FSPs Apply DEA in Practice?

In addition to using DEA for individual stock selection, FSPs can utilize DEA during their evaluation

of active mutual fund managers, hedge fund managers, and commodity frading advisors (CTAS),
among others (Gregoriou and Zhu, 2005). While the application is consistent with the coding and
graphing steps for individual sftock analysis or firm-specific DMU examination, investment management
efficiency analysis differs in its variable selection. As an example, consider applying DEA analysis to
diligence efforts for hedge fund manager selection. In this case, managers do not have confrol of

the underlying resource stocks atf the company level but do control asset allocation decisions af the
hedge fund portfolio level. As such, the variables in this type of application will be more aggregate
measures such as monthly or yearly returns and fund standard deviation (i.e., risk). Nonetheless, the
technigue and analysis remain the same.

The input/output fiexibility of DEA analysis contrioutes to a more nuonced understanding of an
investment's performance (Murthi et al. 1997). Aggregate measures of performance like the Sharpe
rafio and Jensen'’s alpha constrain the ability fo examine additional factors that investors potentially
value. For example, Basso and Funari (2001 showed that mutual fund rankings incorporating fund
subscription cosfs and redemption fees, were different from fraditional measures of performaonce like
the Sharpe rafio. Since clients care most albbout performance, net of fees, analysis with additional
inpufs/oufputs is significant. Other non-inancial performance measures such as ESG are also
relevant to invesfors (Bengo et al, 2022). Abate ef al. (2021) used DEA fo rank mutual fund
performance, complementing existing resulfs utilizing alfernatfive measures. In fangential research
relofed fo hedge funds, Kumar et al. (2010) demonstrated that hedge fund performance measured
with DEA have a low correlation with performance measures like the Sharpe ratio, for example. Analysis
with DEA rankings was “guite contradictory fo the results given by the Sharpe ratfio” (Kumar ef al.,

2010: page 1753), becouse DEA allows for multiple input measures simultaneously. Since hedge fund
managers have the freedom to use short-seling fechnigues, leverage, and derivatives (Nguyen-Thi-
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Thanh, 2006) hedge funds can exhibit non-normal distributions, which aren't effectively captured
in the Sharpe ratfio. As such, these results suggest that applying DEA is complerentary to other
fradifional measures of performance in the financial services industry.

Complementarity of measures in the financial services industry is paramount since alternative
measures capture a broad range of factors that investors consider while making asset allocation
decisions. While DEA analysis is not better or worse than traditional analytical fools, it does provide
aavisors with a framework for customizing client portfolios to incorporate specific client desires. As
menfioned previously, DEA helps fo elucidate the fechnical statistical differences between hedge
funds and traditional long-only investments. The benefit of such analysis is not likely apparent fo the
average investor, but it does provide analyfical support for complex asset allocation decisions of high
net-worth individuals.  DEA also contributes to the custormization of client portfolios based on non-
financial measures capfured in the literafure highlighting investor frends supporting ESG principles.

Conclusion and Reflection

FSPs find themselves in a hypercompetitive environment reflecting the increasing sophisfication of
clients and competitors, as well as pressure from frading olgorithms based on artificial inteligence
applications. To compete more effectively, FSQs should seek o leverage fundamentally sound
perspectives and fools from tangential fields such as management. Given the limited coverage of
RBV, KBV, and DEA in the financial services literature, an opportunity exists for forward-thinking FSPs
to apply management logic and DEA for asset selection and practice management. Success in
this regard may stem from the first objective of this paper, which was that conceptualizing a firm as
a portfolio of assets helps fo focus atfention on paolicies, procedures, and resources at the center
of competifive advantage for individual firms. Success may also flow from this paper’s second
objective fo promote the usage of DEA in the financial service industry. At o minimum, given the
value of the presented management theory and DEA, FSPs should have a working knowledge of
the fundamental logic, underlying assumptions, and potential uses in their respective domains. Af
a maximum, asset managers can conduct client specific DEA analysis To build customized client
portfolios reflecting specifics client needs.
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ABSTRACT

Advice provided by financial planners has the potential fo
impact the financial and emotional well-being of clients
and is partficularly important in a world sfruggling fo deal
with COVID-19. Despite the outcomes of quality financial
plonning relationships, there is litfle direct evidence fo
support the importance of fechnology in the financial
plonning setffing. Previous research has emphasised the
importance of fechnology in ofher fields, although not in
relafion fo financial plonning. This research investigates

the impact of technology on financial advice value,
measured in a survey of clienfs and financial planners
regarding factors of technology, communication, frust, and
investment refurns. A guestionnaire was developed based
on previously validated scales. Ratings for the factors were
compared between clients and financial planners, with
financial plonners found to underestimate their client’s
confidence in their process, and also underestimate the
importance of communication fo clients. The resulfs indicate
that clients value investment refurns albove the financial
plonning relationship, and that financial planners value
the relatfionship above investment refurns. This research
contributes to the financial plonning and fechnology
literafure, provides a foundation for future research, and
provides support for the importance of communication and
fechnology in professional relafionships such as in financial
planning.
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Introduction

The technology uptake across all sectors in the COVID-19 context illustrates the power of technology
fo potentially save the financial advice sector by allowing cost efficiencies 1o be passed on 1o clients.
In the COVID-19 era it seems that fechnology has finally been utilised to streamline the sectors and
professions it was designed for (Galanakis, Rizou, Aldawoud, Ucak, & Rowan, 2021). The fiming s
perfect, as with the increased complionce cost burden of recently strengthened financial advice
regulation, fechnology has the potential to ensure advice affordability and accessibility in a post-
COVID-19 world. This paper seeks to understand the similarities ond differences in financial advisers
and clients perspectives fowards the role of tfechnology in financial advice.

Robo Advice has unquestionably increased in recent years, but is still at a relatively low level, even
with households with high levels of income and net worth (He & Liu, 2021).

The financial advice sector has moved sfeadily fowards formal regulatory systems fo support
increasing professionalism. Given the value of inancial advice to the community, ensuring
professional standards for financial advisers provides long ferm positive community oufcomes

(Bruhn & Asher, 2021). In June 2017, under the Corporations Act 2001, FASEA was declared as

the formal standards body of the financial planning profession (Financial Adviser Standards and
Ethics Authority Lid 2019). FASEA was charged with implementing the changes first raised by the
Future of Financial Advice Reforms (FOFA), and include increases fo the education standards of
financial advisers as the primary change. Additional changes overseen by FASEA include the
requirement for financial advisers fo adhere fo one code of efhics, be on one cenfral register, for
aadvisers to undertake a supervised professional year, and an increase in the Contfinuing Professional
Development requirements by more than 10 hours per year (Corps Amendment Act, 2017). The role
of FASEA has shiffed fo Treasury as of January 2022. These changes mean that while the standards
of professionalism will increase in the financial plonning profession, so will the cost of providing quality
advice (Westermann, Niblock, Harrison, & Kortt, 2020). The backdrop of an increasing cost fo provide
aadvice alongside faling consumer senfiment since the Royal Commission of 2018 means that the
alignment between clients and advisers on what is delivered and what is considered of value is more
important now than ever before.

Financial advisers are increasingly concerned that the cost of running their financial planning
practices is on the rise, and as a result access to financial planning services is gefting more and
more unoffordoble (Westermann ef al., 2020). As discussed, this increase in cost will continue fo rise.
This study aims fo look info the role fechnology plays in improving the access to financial planning
services and considers this fopic by evaluating the perspectives of clients and financial advisers
towards services offered by the financial planner that may or may not e of value.

Modern day financial advisers are becoming more aware of the fact that personality, demogrophic
and socioeconomic factors, household characteristics, cognitive and emaotional biases, and even
religion can affect financial decisions (Hunt, 2016). Financial advisers need to understand invesfor
psychology, as facts and figures alone are no match for human emotions (Courtenay, Toffler, &
Baeckstrom, 2021).

By being able to potentially provide the whole financial planning service through an online platform
substantially reduces personnel ond asset costs while a number of clients can be served (Jung et al
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2018). Despite finoncial plonning being an increasingly important fopic for research, the empirical
studies supporting the profession are in relatively short supply, and even more so when it comes

to fechnology in financial planning. Nofable excepfions include the research undertaken by Stich
(2019) and Hohenberger, Lee, and Coughlin (2019) who discuss the increasingly important role of
fechnology in access fo financial advice.

Researchers have sfarfed to explore this question with an increasing body of liferature developing
around online trust (Kim & Peterson, 2017). Toking info consideration the complexity of advisory, there
is a strong need of extensive information fechnology (IT) support for improving advisory services,
making the whole process more effective and efficient (Stich, 2019).

Robo-advising has been put forward as one of the many viable solutions to this growing problem and
has been found fo make financial advice much more readily accessiole and af a lower cost. Robo-
aadvice is the delivery and execution of financial advice through automated algorithms on digital
platforms’. Aside from the cost savings that robo advice affords, robo-advice can improve on human
aadvice for several reasons. First, they utilise replicable algorithms based on financial theory, not
deeply held beliefs and biases that human advisers are subject fo. The fechnology can also simplify
and speed up communication with clients, greatly adding fo the efficiency of advice (D"Acunto,
Prabhala, & Rossi, 2019).

The growth of investment robo-advisers and automated personal financial management services
creates both massive opportunity and huge new risks that regulators cannot even assess as yet, let
alone address. Due fo the scale that aufornation affords, these services have the potential to provide
higher quality and more transparent inancial advice o more people af a lower cost than human
financial advisers. The emergence of robo-advice does not discount the importance people place
in the industry. People will always be needed to design, model, implement and market these services
(Baker & Delloert 2017).

There has been a lot of focus placed of finfech in recent years. The peak advocacy group for the
fintech sector in Australia, Finfech Australia, reports there are more than 400 fintech businesses in

the country and the sector growth is strong. Finfech represents roughly 20% of the starfup industry
and now impacts the whole financial services value chain. From front-office to back-office, wealth
management and superannuation, to refail banking and credit (Tsen & Forrest 2019). The biggest
threat to Financial Advisers out there today, who are practicing fraditional advice, is that these
financial planning services are allegedly more collaborative, personal and comprehensive than ever
before. If their progress remains constant, it is only a matter of fime before these finfech companies
rival the face to face propositions of the traditional financial planning business (Marshall, 2017).

This study builds on previous research in inancial planning and applies it to fechnology in the
financial planning context. A review of the previous research from the components of financial
planning with respect to technology will be documented in the literature review section of this paper.
Technology and the future of financial planning will be explored and then further broken down info
eleven components. These components include risk profiling, cash flow management, investment
management, retiement planning, consumers, sophisticated investors, financial literacy, trust,
communications and conflicts of inferest.
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Theoretical Foundation

This section provides an overview of previously published research that relafes to fechnology and
financial plonning in Australia. Financial planning has been studied across the globe for decades,
and this analysis will focus on the core elements of financial planning, but in particular we will
examine what role fechnology increasingly plays in the financial planning process.

The first section examines the literature that establishes the foundations of financial planning, and
explores the origin and genesis of financial planning, especially in the Australion context. In this
section we will discuss risk profiing, cash flow managerment, investment management and retirement
plonning in detail.

The remainder of the section then looks af the literafure that supports the ancillary components of
financial planning. This part of the review will look info the consumer and the current state of their
financial literacy, frust and communications in the client-adviser relationship, and that relafionship in
general.

Financial planning

Financiol advisers see themselves as responsible for creating financial roadmaps for their clients,
combining the cognifive talents of the fraditional inancial planner and the emotional skills of a
counsellor (Hunt, Bimble, & Freudenberg, 2011). They view themselves as financial guides, who are
responsible for leading clients where they want o go (Gerrans & Hershey, 2017).

Families have an incredibly crifical decision To make in ferms of who they appoint and enfrust with
the financial resources needed for current and future generations. This is not entirely a rational
financial decision either, it is also about who can best fake personal care of the family and not just
oversee their money (Grubman & Jaffe, 2010). Openly discussing personal financial assets, personal
life goals, and articulating plans for achieving those goals relies on frust, and a client’s wilingness o
be vulnerable (Dubofsky & Sussman 2009).

The previous liferature here is undeniably limited, and while financial planning fechnology has been
fouched on in the past (Barber & Odean 2001, Heinrich ef al 2014, Baker & Dellaert 2017), we cannot
find evidence of empirical research in the Australian context.

Risk profiling

One of the core historical components of the financial advice profess that has effectively utilized
technology is risk profiling. One only needs to look af Advantra Wealth and Advice Inteligence o
understand existing fechnology ufilization in the risk profiling space.

A financial adviser is required fo measure their client’s risk preferences, such that an appropriate
asset allocation can be recommended. In doing so, inancial advisers have been found fo add
value in two ways. First, they can add value to their client’s lives as their agent, specifically carrying
out their wishes. The majority of clients simply do not have the time or the proper tools to manage
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a porffolio by themselves, so the job is thus delegated to an adviser. To do this, the financial adviser
must understand their client’s risk preferences. Second, they aim to help their clients make smarter
decisions with their money. Through the financial adviser’s knowledge and by ideally restricting
emotion, advisers have been found fo enhance client’s portfolio choices (Dong ef al 2015; Hunt,
2016).

A financial adviser must recommend investments that are not only appropriate for the client’s goals
Or risk required, lout also e suitable for their risk capacity and tolerance. To achieve this, there must
be sound processes and fools available fo financial advisers. This has been proposed o e equal
parts arf and science. The tools that the adviser uses are the science and the art lies in their ability fo
use these tools effectively to guide the investment decision making process (Davey & Resnick 2012).

Trade-offs are a key component of financial planning. One of the classic trade-offs for a client when
making investment decisions has to do with three key points - risk required, risk capacity and risk
tolerance. The risk required is what risk does the client need fo fake to achieve to the refurn required
to achieve their goals. Risk capacity is simply the client’s ability to take risk. If something goes wrong,
what can the client handle before they have fo alfer their plan. Risk folerance is all about the client’s
affitude toward risk. It is ulfimately another frade-off, where a balaonce has fo be found in making the
most of their fime and capital, yet not putting their inancial well-oeing at risk (Schulaka 2012).

The Australion financial services industry has been the focus of disgruntled clients and regulators
over a long period of time. A recurring theme is becoming more apparent as fime goes on. Poor
oufcomes as a result of financial advice are being repeatedly reported due o a failure to properly
consider clients’ risk atfitudes. One may reasonably expect that since these events should have led
fo significant remedial action across the profession. However, a review of current regulafory guidance
suggests that this is not the case (Hartnett & Mella 2015). This poper affempts to help bridge the gap
in the previous literature by building on the link between risk profiling and fechnology. There have
been numerous empirical studies (Van de Venter, Michayluk & Davey 2012, Schulaka 2012, Davey &
Resnick 2012, Dong et al 2015) on such technology and fechnigues and this research builds on this.

Cash flow management

An issue faced by many families is pin poinfing where their money goes and what their cost of living
is. But those who make the fime and develop plans for managing their income and expenses fend 1o
find themselves in a healthy financial position, with more control and have much more confidence in
how the future looks (Graham 2019; Lee, Park & Montalfo 2000; Xiao & Noring 1994).

At a pointin time, the individual is assumed to be a farsighted planner, and a myopic doer. The
conflict then arises which is similar fo the agency conflict between the owners and managers of a
business (Kennickell, Star-McCluer & Sunden 1997). Self-control as a concept has been incorporated
info a theory of individual infertfermporal choice by modelling the individual as an organization (Thaler
& Shefrin, 1981). Resecrch has shown that through practicing small acts of self-control, it can lead

to a greater self-control capacity. Hence, it is possible to strengthen the self-control muscle through
exercise, leading to befter outcomes (Muraven 2010). Galperti (2019) suggests that spending

caps are unlike minimum-savings rules, they can help to curb overspending because they halt
consumption that lowers refurns from under saving.
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Investment management

In 1952 an arficle fitled *"Portfolio Selection” published in The Journal of Finance, authored by Harry
Markowitz, Modern Portfolio Theory (MPT) was infroduced. The concept originally generated relatively
little inferest, buf the financial community progressively adopted the thesis. Today, all these years

later, the most widely used applications in the areas of asset allocation, portfolio management, and
porffolio construction. It appears prolbable that MPT will occupy a permanent place in the theory
and practice of finance (Fabozz, Gupta & Markowitz 2002). Modern porffolio theory (MPT) is used o
determine the optimal porffolio of mulfi-assets which achieves the highest level of refurn for a given
level of risk. It is then described as “efficient”, implying a rafional investor would choose this portfolio
above ofher opfions (Byrne & Lee, 1995).

Managed funds have gained fraction over the last few years. However, their performance has proved
o be anissue that has been well documented in the finance literature (Lakonisnok, Shieifer & Vishny
1992, lopolito 1993, Shukla & Trzcinka 1994, Elfon & Gruber 1996, Wermers 2000, Guercio & Reuter
2011) over the last few decades. Academics have been forever debating the issue of whether active
managers add value above and beyond their respective benchmarks affer fees since the seminal
paper of Jensen (1968) (Holmes & Faff, 2004). Despite some controversy still out there, the majority

of studies now conclude that actively managed funds underperform their passively managed
counterparts on average over the long ferm (Elfon, Gruber, & de Souza, 2019; Fanling, Steurer, &
Sauer, 2019). There are clearly many ways fechnology is already improving client outcomes, as both
active and passively managed funds leverage technology fo streamline frading efficiencies.

Consumers of financial advice

Recent sfudies have found that the relafionship between consumers of inancial advice and financial
advisers are complicated and hard to understand. There are both theoretfical and empirical studies
to support this, which show consumers need to carefully select and monitor their advisers (Agnew

et al 2016). Making a decision around how fo allocate savings across risky asset classes commands
an understanding of investment horizon, risk preferences, asset refurns and human capital. To

help this decision, many households seek financial advice. Although the use of financial advisers

is widespread, relafively Iitfle is understood about how advisers shape client investment portfolios
(Foerster et al 2017).

Behaviours and habits are incredibly important in economic environments. When people exhibit
habit formation, it has been shown that people exaggerate the degree to which their future fastes will
resemble their current tastes. This leads them to consume too much early in life, and make decisions
as fime passes to consume more and save less than originally planned (Loewenstein, O'Donaghue
& Ralbin 2003). Beshears et al (2015) found that consumers who were exposed to information about
The actions of their peers that were positive, in their study it was high savings rates, can actually have
negative reactions. Their results revealed an inferesting drawback when highlighting the actions of
peers. Peer information usually confains social comparison, and those with a lower socio-economic
status may react negatively to positive peer behaviours.

In Australia, it has been shown that people holding superannuation funds for refirement savings
purposes consider themselves as consumers, Not investors. How fund information is presented has
also been found to be of litfle help to the memilbers as consumers. Simplifying product packaging,
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labeling and marketing to relate product information fo consumers refirement needs and objectives
could lead to overall ennanced engagement in the sector (Delpachitra & Rafizaden 2014).

Financial literacy

The Organization for Economic Cooperation and Development (OECD, 2005) defines financial
education as ‘the process by which consumers improve their understanding of financial products
and concepts and, through information, instruction, and/or objective advice, develop the skills and
confidence to become more aware of financial risks and opportunities fo make informed choices, to
know where fo go for help...”. Research shows that financial illiteracy will not be "‘cured” easily. Not by

a one-fime benefit, or a detailed sfep by sfep plan of what actions o take. Education alone may not
be enough. It is infegral that consumers e given the fools fo change their behaviours, rather than
delivering financial education. It has been shown that consumers would rather personalized ways fo
learn how to manage money rather than aftend educational seminars (Lusardi & Mitchell, 2009, 2011,
2014).

Financial decisions are getfting more complicated, and financial literacy is not keeping pace.
Unsophisticated individuals are now leff with the problems that come with more responsioility and less
understanding (Lusardi & Mitchell, 2011). Regulators and academics are relentlessly and continually
searching for ways fo improve the financial choices of the ordinary person (Agnew 2005). Consumers
are increasingly confused as to which adviser or advice fo frust (ASIC 2012). Research shows that the
everyday investor has issues doing basic calculations, and they struggle with basic financial concepts
such as diversification, how markets work and how to price assets. Lack of inancial liferacy has been
shown to e a key cause in the lack of refirement planning (Lusardi & Mitchell 2017).

Trust

Client frust in financial planning services is of paramount imporfance, especially when considering
factoring in increased use of tfechnology in the process. The impact communication has on client
commitment and frust has come from the marketing research predominantly, not the financial
planning profession. Key papers which have examined frust in the financial advice context are Cull &
Sloane (2016) and Hunt, Brimble, Freudenioerg (2011). Due fo the highly technical and customized
nature of financial planning services, it is hard for clients to assess service quality, even affer purchase
and use (Sharpe et al, 2007). In 2014, the then Australian Securities and Investrnent Cormmission
(ASIC) Chairman Greg Medcraft stated "Australians want advice they can frust, it's absolutely
appaling ... and it's heartbreaking 1o see people who have been advised fo go info products that are
completely inappropriate and they have no idea what theyre invested in” (Hartnett & Mella 2015).

Sharma and Patterson (1999) looked info the impact of effective cormmunication and perception of
technical and functional quality of financial planning services on client frust and commitment. They
first made a disfinction between technical and functional guality. Technical guality was “what” the
financial adviser gave fo the client. Whereas functional guality was "how” they delivered the technical
service. Through their analysis, it was found that although technical guality was important, how the
financial adviser delivered this was by far more important in impacting client commitment and frust.

Agnew et al. (2016) also found that advice quality, credentials and experience are likely to be
correlated, but it is very hard fo make distinctions fo separate their effects on what advice fo trust.
Their study found that clienfs frust and prefer advice from financial advisers who had credentidls,
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regardless of the quality of the advice they gave or their personal characteristics. They found that
aavisers lacking credentials were rated less frustworthy, and their advice was less likely to e followed.
However, direct face-to-foce communication is quickly becoming an expensive rarity in a world that
is increasingly saturated with fechnology in delivering services. So credentials aside, humans are
facing new problems in an increasingly autornated world. When humans inferact with systfems alone,
their ability to assess, accurmulate and evaluate frust in other humans through direct inferpersonal
communications is significantly impaired (Cofta & Crane, 2003). Hence, there is a gap in the previous
literature.

Communications

Authors have found that in the contfext of the financial advice sector, disclosure is not effective
(Richards & Safari, 2021).

Decision-making research suggests that consumers tend o reduce the amount of effort they expend
when decisions become overly complex. If investors lack the capacity fo compare the availoble
investrent alfernatives, the process becomes much more infimidating (Agnew & Szykman 2005).

If o decision-making environment is overly complex, it has been found that the user cannot make
decisions on technical properties alone. If they are presented with foo much information, they will be
confused. Yet conversely, Too liffle information leaves the user with the feeling of being restricted by
the machine (Cofta & Crane, 2003).

Conclusion

Technology iImpacts businesses across the world in many ways, virfually changing more or less every
industry and profession in existence foday. This is even more so in the COVID-19 context. There is No
question that the impacts are ireversible. In the inferests of having a more robust understanding

of technology and the future of financial plonning in Australia, prior literature in relation o the
components that technology will impact have been examined. Technology and the fufure of
financial planning has been explored and then further broken down info eleven components. These
components include risk profiling, cash flow management, investment management, retirement
planning, consumers, sophisticated investors, financial literacy, frust, communications, conflicts of
inferest. The following sections draw on this analysis when considering the experiences of clienfs and
financial advisers surveyed and the potentialities are for the financial planning profession.

Methodology

The purpose of this research is o explore the role fechnology will play in ensuring financial advice
can be provided fo more Australians in an increasing regulafory cost environment, The technology
referred 1o is in terms of practice, communications, education, fechnology, service costs, trust, and
the client-adviser relationship. To do this, a research design has been employed which examines

how fechnology is currently utilised from both the financial advisers” and clients” perspectives. This
research has been designed fo enable the comparison between financial advisers and clients on
the key value drivers and inhibitors and provides a deeper layer of analysis. This section will describe
the methodology employed. Descripfive stafistics will be analysed regarding clients, financial advisers,
and the sample.
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The study adopts a survey methodology with guestionnaires developed and supported by a logical,
structured and systfematic approach (Ratfray and Jones 2007). Two guestionnaires were created,
one for the financial advisers to complefe, and one for clients fo complete. In ferms of the question
contfent, they are based on the previous literature and were customized in ferms of wording slightly to
whether the respondent was a financial adviser or a client. These sources published their survey ifems
and have been adopted to the financial planning setting for the current research. Thus, the survey
development process followed empirical survey development methodology. Demographics were
measured, specifically gender, age, and current financial planner relationship length.

Table 1: Sources used for the survey development

Component - Attitude towards ltems Source
Communications 6 Graham (2003)

Kaufmann, Weber & Haisley (2012)
Cash Flow Management 11 Lea, Webley, Walker (1995)

Galperti (2019)
Thaler & Shefrin (1981)
Muraven (2010)

Trust 3 Sharpe, Martin, and Roth (20171)

Investment management 7 Roszkowski and Grable (2009)
Weber, Siebenmorgen, and Weber
(2005)

Financial Literacy 12 Stoughton, Wu & Zechner (2011)

Bianchi (2018)
Lusardi & Mitchell (201T)
Lusardi & Mitchell (2017)
Lusardi (2007)
Bae & Sandager (1997)

Risk Profiling 8 Van de Venter, Michayluk & Davey
(2012)
Fehr-Duda et al (2010)

Retirement Planning 1 Kemp, Rosenthal & Denfon (2005)

Financial Planning in Practice 3 Stawski, Hershey, Jacobs-Lawson
(2007)

Coaching 2 Dubofsky & Sussman (2009)

Prior fo launching the surveys fo both financial advisers and clients, the surveys were pilotf fested by
six financial advisers and five clients in ferms of the wording and respective interpretations of each
question, survey design, and delefion of repetifive or inappropriate ifems. The survey was reviewed
and restructured fo ensure ease of completion for bboth financiol advisers and clients fo improve the
robustness and validity of the research.

This study comprised two samples, consisting of financial advisers and their clients. Each sample

was provided with an infernet-based survey, which they were free to complete in their own fime., The
financial planner sample was targeted through the researchers’ professional network, The Financial
Planning Association (FPA) 'Find o Financial Plonner” web poge, and also the XY Adviser” closed
group on Facebook. The client somple consisted of the clients of the financial advisers who agreed to
participate,
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All surveys were anonymous. No further information was used or kept. Ethical approvals were received
by Griffith University.

The study comprised of 155 participants (111 males, 44 females). To analyse mulfiple perspectives,
the study included both financial advisers (N=90) and clients of advisers (N=65). The majority of
participants were within the age brackets of 26-35 (n=59) and 36-50 (n=57). Subseguently, responses
were less in age 51-65 bracket (n=31), the 65+ bracket (n=4) and the <25 bracket (n=4). The
parficipant’s responses and data are examined in the following sections.

Data on respondents gender was collected. The survey displayed no significant difference in
responses based on gender of the client. Finally, responses from financial advisers were primarily from
male participants similar to the gender demographic of the industry overall. For both clients and
financial advisers, age was measured.

Table 2: Participants in terms of age

Age <25 25-35 36-50 51-65 >65
Adviser 3 37 36 13 1

(3.33%) (41.11%) (40.00%) (14.44% (1.11%)
Client 1 22 21 18 3

(1.54%) (33.85%) (32.31%) (27.69%) (4.62%)
Combined 4 59 57 31 4
Percentage based on 2.58% 38.06% 36.77% 20.00% 2.58%
Responses (155)

Table 3: Participants in terms of gender

Gender Male Female
Adviser 76 (84%) 14 (16%)
Client 35 (54%) 30 (46%)
Combined 111 44

Percentage based on Responses (155) 71.61% 28.39%

Client responses indicate that their client-adviser relationship is less than & years (83.08%) with @
majority having a 1-3 year duratfion (33.85%). On the contfrary, most advisers reported their clients
have been with them for over 7 years (24.44%) followed closely by 3-5 years (23.33%). This difference
may be affributed fo the differing perspectives, as advisers are considering their client base overall,

Tests for robustness and normality were also conducted. Normality was examined through varionce
and distributions or responses, as indicated by Shapiro-Wilk's normality fest and then Box-Cox fest
(Looney 1995), and also visual analysis of histograms.
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Results

How value is perceived in the financial plonning process, in ferms of practice, communications,
education, technology, service costs, frust and the client-adviser relationship will be reviewed,
crifigued and discussed. Further, they will be looked af from the perspectives of both the financial
aadviser, and the client. The findings and their associated implications will finally be explored, and the
limitations and shorfcomings of the survey procedure will be full disclosed. Finally, recommendations
will be made to hopefully confribute fo ensuring the potential for these errors o happen again are
mifigated in future studies.

Figures 1 and 2 contain the gender oufcomes of both surveys. As shown in the figures, responses
from financial advisers were primarily from male participants similar to the gender demographic of
the industry overall,

Figure 1: Client survey responses in terms of gender
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Figure 2: Financial adviser survey responses in terms of gender
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The first item for financial planning in practice suggests both clients (M = 6.45, SD = 1.02) and financial
planners (M = 6.32, SD = 0.93) have confidence in the planning that goes info their inances. An
interesting observation in the data was that inancial advisers (M = 6.06, SD = 1.02), 1(90) = 3.78, p <
0.002 underestimated how much confidence clients affribute (M = 6.27, SD = 1.02) in terms of how
their financial advice is developed. This could indicate that advisers are far more crifical on their own
work as they know it infimately, especially in relafion to how clients view it. Whereas clienfs have much
more confidence their adviser is very proficient.

This observation from the analysis goes against the grain of previous liferature suggesting financial
aadvisers are overly confident in their services, and this could be due to a number of things not to
mentfion the increased regulafory pressures financial advisers in Australia are currently focing. Advisers
seem to disagree with their clients in ferms of the perceived value in having budgets. This could
represent the fact that advisers overlook this vitally important part of inancial advice. Understanding
the profession and the various methods of rermuneration this could infer that there is not much money
to be made hence why the advisers may fend to undervalue it, and hence overlook it in practice.
Conwversely, this could suggest clients are really yearning for this kind of service and given the resullfs
of sound cashfiow advice is felf by clients effectively immediately, this could potentially represent a
gap in the practice of financial planning and could explain why there is an emerging practice in the
‘financial coaching’ space.

To summarise the resulfs from analysing the financial plonning in practice survey responses from

both financial advisers and clients, it is evident there is a large and significant disconnect in client
and adviser perceptions. Confrary fo prior literature, clients appear fo value the capabilifies of

their inancial adviser far more than the financial advisers give themn credit for and undervalue the
importance of having a budget. This suggests that the financial adviser cormmunity could significantly
benefit from surveying their clients regularly fo ensure they are in fune with the changing consumer
needs.

Communication has been identified as a key component of the financial planning process, and the
relationship between communication and frust will be analysed in the following sections. The first ifem
in understanding the value of communication in the financial planning process suggests both clients
(M =635, 5D = 0.88) and financial planners (M = 5.89, SD = 0.1.19) value the visual presentation of
their advice. One important point to notfe from analysing the data was that financial advisers (M =
4.2, 5D =1.48), 1(90) = 5.55, p < 0.002 underestimated how clients value (M = 5.55, SD = 1.35) market
and economic commentary.

Technology has been identified as an increasingly vital component of the financial planning process,
and the relationship between fechnology and financial planning in proctice was analysed. How
important fechnology is in the financial planning process was explored, the results show that clients
(M=25.71, 5D = 1.52) have confidence that their adviser uses technology o reduce the costs of
delivering advice. This could indicate that the jury is sfill out for clients, as to whether or not they would
prefer fo do more through technology or meet with their adviser fo reduce the fees.
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Figure 3: Individual client survey responses for technology
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Financial planning costs has been identified as an infegral component of the financial planning
process, and the relationship between financial plonning in practice and the cost of inancial plonning
services will be analysed in the following sections. To first explore how important costs are is in the
financial planning process, the results show that advisers have confidence that their clients are better
off from advice (M = 6.3, SD =0.71) and that their advice is free from conflict (M = 6.25, SD = 1.01).

Figure 4: Individual financial adviser responses for the costs of financial planning
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Financial planning costs are also a significant positive predictor of a successful practice (f = 0936,
p > 0.05). Finally, an important point fo last note is that the cost of financial planning on the practice
of financial planning accounted for 21.59% of the variance in practice of financial planning (Adj

R2 = 0.2159), but this is no surprise given the breadth and depth of the dependent variable being
analysed.
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Trust has been identified as a key component of the financial planning process, and the relationship
between communications and trust has been analysed in the previous sections. To first explore how
important frust is in the financial planning process, the results show that clients (M = 6.78, SD = 0.49)
value the personal relationship they have built up with their adviser. The client-adviser relationship
has been identiied as a key component of the financial planning process. The first piece to
understanding the value of this relationship in the financial planning process suggests both clients
(M =646, 5D = 0.91) and financial planners (M = 6.78, SD = 0.49) value the relationship they have
mutually built,

Figure 5: Individual client responses for trust
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Finoncial advisers (M = 5.48, SD = 1.37), 1(90) = 0.15, p > 0.2 overestimated the point that their clients
(M=23.71,5D =1.7) value the client-adviser relationship over investment refurns.

The only questions in this section where the client and the financiol adviser did somewhat agree
were about how they valued the personal relationship they had mutually built, and that the clients
have a preference for their adviser over their practice. This is consistent with the previous research on
bofh fronts. Finally, advisers seem to also disagree with their clients in ferms of their preference for the
coordination of all of their financial affairs. This could infer that the client does not actually what a
central control point (i.e. the financial adviser) and they wish to maintain uliimate control over their
financial affairs. To summarise the results from analysing the relationship survey responses from both
financial advisers and clients, it is evident there is a large and significant disconnect in client and
aadviser values. These once again suggests that the financial adviser community could significantly
benefit from investing in fechnology checking in with their clients from fime fo fime fo ensure they
are in fune with improved access to information and investment reporting, the changing consumer
needs and relationship dynamics.

Discussion

The financial planning sector is going through unprecedented change with education reforms,
increasing client demands for service, increasing cost of advice, and increasing competition from
robo-advice meaning that it is more important than ever for there 1o be alignment between the
offerings of financial advisers, and what clients actually value. This study comes af a critical time in the
evolution of financial advice, because it is a fime when the research in the sector is building, allowing
for research-based policy, and research-based practice. It is anficipated that the results of this
research, once published in an academic journal of high regard, will influence both policy makers
and practices. This research followed an empirical survey methodology fo ascertain the value placed
on various components of financial planning by both financial planners themselves, and their clients.
The design of this methodology was a result of the key research question, which seeks fo explore
differences in value between financial planners and their clients.

In terms of the research conducted fechnology was found o be posifively associated with the

client’s and aaviser's perceived practice of financial planning. This was supported through the use of
univariate and mulfiple regression, with a significant armount of the varionce in practice of inancial
planning accounted for by fechnology in both models. Further, analysis of individual items indicated
that both financial advisers, and their clients are still adjusting to utilising fechnology in the financial
planning process but have strong confidence it its utility moving forward. This finding is supported in
the research, which has emphasized the imporfance of tfechnology in the financial planning process.

The literature review suggests that how well the advisory conversation is managed is positively and
significantly correlated fo frust (Sharpe et al 2007). Direct face-to-face cormmunication is quickly
becoming an expensive rarity in a world that is increasingly saturated with fechnology in delivering
services, When humans inferact with systems alone, their ability fo assess, accumulate and evaoluate
frust in other humans through direct interpersonal communications is significantly impaired (Cofta &
Crane, 2003).
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Communications had a posifive association with frust in the financial planning process. This research
has shown that clients value communication from their advisers much more than is perceived by
aadvisers. This result indicates that the communications survey responses from both financial advisers
and clients, it is evident there is a large and significant disconnect in client and adviser values.

There is a growing divide between the need and cost for higher complexity and lower complexity
service. Resulfs are forecast to suggest that there is a relationship between the practice of inancial
planning and the cost of acquirng those services. It was found through the research that financial
planning in practice is positively associated with the cost of acquiring financial planning services.

The future of financial planning in Australia was always going 1o be a rocky path, as this research

has confirmed. This research has indicated that technology is likely to have an increasing role to
play in financial advice relafionships going forward. The differences in what financial advisers” value
and what clients of financial planning services is only going to get worse as supply constraints
increase and the demand for financial planning services in Australia, and around the world increase
exponentially over fime. These pressures, further worsened by an ageing financiol adviser base and
raising professional standards increasing the barriers fo entry will provide real supply constraints here
domestically and abroad, especially in the short term. Technology will need to come fo the rescue o
ensure that Australians confinue fo receive high quality, affordable and professional financial advice
in an increasingly complex decision-making environment.

This research has implications for policy makers, practice, and academia. The implication of this
research for policy makers is that there is going 1o be a new wave of technology in the financial
planning profession that will command a completely new mefhod of compliance, oversight and
monitoring. The implication of this research for practice is that the financial advice profession needs
to keep up with fechnology and the ever-changing consumer, where consumption habits of the
client of inancial planning services now, and especially info the future will confinue fo change.
The implication for academia is that now a foundational study has been provided on the interplay
between technology and communication on financial planning practice. This will allow future
researchers fo build on this research and develop a body of knowledge on financial planning and
technology which will continue fo contribute to discussion in this space.

This research followed empirical research methodology and has several limitations. One of the
limitations is that convenience sampling was used, which impacts the representativeness of
unobservable fraifs of the responders. This research indicates scope for future research to consider:
the impact of specific communication approaches with clients; client appetite to complete
personality and preference surveys which would inform communication and advice; client appetite
for reduced model advice which focused on investment refurns..

This study sought to address a key issue in financial services at the current time: the impact of
fechnology on the future of financial advice in Australia. In order to examine this fopic, this research
used empirical survey methodology fo design a survey which leveraged off previously validated
survey items. This research compared responses between clients and financial advisers o defermine
the different value placed on components of the financial advice relationship. The key result from this
research was that there is a growing disconnect between what financial advisers place value on,
and what the people they exist fo serve value,
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This growing disconnect needs to be addressed as soon as practically possible before fechnology
makes this task impossibly harder. The differences in what inancial advisers value and what clients of
financial planning services is only going fo get worse as supply consfraints increase and the demand
for financial planning services in Australic, and around the world increase exponentially over fime.
These pressures, further worsened by an ageing financial adviser base and raising professional
standards increasing the barriers fo entry will provide real supply constraints here domestically and
abroad, especially In the short ferm. It is crystal clear that fechnology will need to come to the rescue
to ensure that Australions continue o receive high guality, affordable and professional inancial
aadvice in an increasingly complex decision-making environment. The implications of this research will
range from policy makers, practice, and academia.

The current study has limitations in regard fo the sample, the sample size, the design of the research,
survey design, and the scope of the research. Despite the survey being distriouted nafionwide, we
cannot ascertain where the participants are from geographically as a result of research ethical
profocols fo ensure the anonymity of respondents. Hence there may be a cluster of respondents
which bias the results, and which are unable to be seen through the demographic assessments.
Ofher unknown defails abouf the sample such as net wealth, marital stafus, and ofher professional
relationships may also have an undue influence on the results, which could be worsened by the
small sample size. Additionally, the scope of the research did not include a range of financial
planning components which may have been overlooked in the literature review, such as life
insurance, estafte planning and fax. Therefore, although these limitafions provide further scope

for future research, they highlight we must interpret results with caution in ferms of generalizability.
However, the limitations do provide further scope for future research.
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COVID-19, psychological reactions, This paper provides an overview of the financial and
financial stress, financial risk, psychological reverberations being felt by sections of the
financiol planning Australion population during the COVID-19 pandemic.

It considers the inferplay between economic forces,
financial resources and psychological reactions during
the pandemic and whether the oufcomes will manifest
in ongoing changes to how individuals and generational
cohorts consider and plan for their financial futures. In
partficular, financial stress, mental distress, financial risk
aftifudes and risk tolerance are considered in the light of
lasting changes resulting from past financiol and socio-
historical events.

43



Financial Planning Research Journal

Introduction

The COVID-19 pandemic has been identified as a cataclysmic event impacting the psyche of
natfions, communities, fomilies and individuals (Kulkarni, 2020). Its influence is far-reaching resulfing in
shocks to physical and mental health (Ahrendt et al., 2021; Gruber et al., 2020), wealth, income and
household finances (Hanspal et al., 2020; Zabai, 2020), latbour markets (Botha ef al., 2021), careers
(Akkermans ef al., 2020), education and fraining (Hurley, 2020; Heffernan et al., 2021, Thatcher et al.,
2020), and to polifical and public insfitutions (Greer et al., 2020). According to Kaufmann (2020, p.
2), the socio-economic shock being felt worldwide is “unlikely to be termporary, with scores of millions
falling back info poverty, a shrinking middle class, and growing social fensions.”

Australian research shows that, while many sectors of society have been touched by the pandemic,
the effect has been uneven with certain groups and individuals more vulnerable fo its impact
(Australion Bureau of Stafistics, 2021a, 20210). These include individuals working on casuol and short-
term contracts, employees and business owners in the fourism and refail sectors, the selFemployed
and young people. Speculation has arisen as to whether partficular cohorts, such as the "COVID
generation” (e.g., Zwanka & Buff, 2020), are likely to experience ongoing aftersnocks fo therr life
frajectories because of lasting financial and psychological effects.

This paper discusses a number of the financial and psychological reverberations being felf by
different segments of the Ausfralian populatfion during COVID-19. Consideratfion is given fo the

extent fo which the pandemic has induced a ‘generatfional furning point” that alfers underlying
values, perceptions and behaviours associated with life choices and goals, and fo whether ongoing
changes are likely fo manifest in how individuals consider risk and plan for their inancial futures. Such
changes are associated with psychological and financial wel-being (Iving, 2012; Netemeyer et all,
2018, Newton et al., 2015) and have important implications for financial planning which, along with
discerning individual client goals and risk profiles, incorporates generational-cohort and life course
views of clients in provisions of advice.

Generational and Lifespan Effects

As with past pandemics, epidemics and wars, there are both theoretical and empirical dialogues
around whether and how cataclysmic events produce ongoing change in individuals and
generational cohorts experiencing the same historical periods and events. Debevec et al. (2013)
argue that cataclysmic events creatfe shifts in society with identifiable changes in societal values.
Research shows that lasting impacts offen fall on those of impressionable age’, young adults in their
late teens to mid-twenties (Eichengreen et al., 2021), due to the "increased exposure and sensitivity
to larger national and world events’ that accompanies the fransition through adolescence and info
early adulthood (Corning & Schuman, 2015, p. 176). Large-scale life-changing events experienced
during these years can lead fo ‘collective memories’ of the life phase that influence the cohort’s
ongoing values and behaviours (Schuman & Scott, 1989). These are not all negative, however, with
research showing long-ferm positive psychological development of individuals who were feenagers
during the Great Depression in terms of increased inffiative, responsibility and cooperation (Elder,
1994).
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However, the fallout of negative socio-economic events can also lead fo ongoing negative
outcomes for generational cohorts. Longitudinal studies fracing the effects of previous recessions
reveal long-ferm oufcomes for youth experiencing difficult school fo work fransitions. These outcomes
include lower earmnings and poorer levels of employment across therr first decade in the labour
market, reduced long-ferm life safisfaction and opfimism levels for the future, and higher risk of
social exclusion and psychological distress (Bell & Blanchflower, 2011; Clarke, 2019; Mann et al.,
2020). Analyses of previous epidemics suggest that when government policy responses are lacking
or ineffective, young people lose frust and confidence in governments, institutions (including

health systems) and polifical leaders, and may choose to avoid electoral parficipation in the future
(Fichengreen et al,, 2021).

Speculation has arisen regarding the losting effects on under 25-year-olds who have been dubbed
the "COVID-19 generation” and are forecast fo bear the scars of the pandemic psychologically,
educationally and socioeconomically (Mojor & Machin, 2020; Mann et al., 2020). While the immediate
effects of the COVID-19 pandemic on young people are now well-documented, Rudolph and Zocher
(2020) warn against the use of the term "Covid-19 generatfion’ because it may lead fo generalisations
about differences between segments of the population and draw affention to assumed rather than
real generational differences. They draw atfention to the problem of generationalism which refers to
‘the espoused belief that members of any generation possess specific defining characteristics that
distinguish them from members of other generations’(p. 4). The authors argue that generationalism
ignores individual differences within cohorfs and may lead fo age-based discrimination as well

as selffulfiling prophecies for members of a generational cohort in ferms of their affifudes, values

and behaviours. For them, lifespan perspectives identify the differential impact of COVID-19 on the
developmental paths of individuals without having fo resort to generations as an explanatory tool.

However, as Bunler and Nikitin (2020) propose, socio-historical contexts can exert strong influences
on adult value development particularly when events are stressful and severe (e.g. Depression, World
War). For these researchers, the notion of a generational cohort is worthwhile as individuals aligned
fo different socio-historical confexts may experience different opporfunities and resources and e
confronted with distinct challenges and obstacles that franscend the individual's immediate milieu.
Hence it would appear advantageous to consider how both individuals and generational cohorts
have been affected by the COVID-19 pandemic in analyses of both confernporaneous and lasting
effects.

Hershey's (2004) model of investor behaviour in retirement planning identified cultural ethos’
(societal, family and peer norms) as a significont contextual variable influencing both investor
psychology and ‘financial resources and economic forces” (see Hershey et al., 2007). The socio-
historical context of COVID-19 can be theorised to have a similar effect as illustrated in Figure 1
which is adapted from Hershey (2004, reproduced in Hershey et al., 2007). While Hershey's model
did not identify a link between financial resources ond economic forces” and psychological factors,
increased understanding of the relationship between the two setfs of variobles over the last decade
indicates that this is an important consideration (e.Q., Friedline et al., 2020; Sturgeon ef al., 20106).
Emerging literature across the pandemic suggests that for many Australians reduced financial
resources are associated with financial stress and psychological distress. The following section
identifies examples of the financial and psychological experiences of Australians arising from policy
decisions and economic forces during the pandemic in order fo encourage dialogue around how
these variables may inferact and impact the financial planning needs of Australians.
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Along with the devastating health effects of COVID-19, a great deal of commentary has focused

on menfal health issues (Gruber ef al., 2020) and consumer reactions as the pandemic unfolded.
Consumer reactions offer insight info how individuals have reacted to the pandemic, as well as
adjusted their behaviour and thinking to cope and adapt fo forced lifestyle changes. Kirk and Rifkin
(2020) identify styles of behaviour and thinking that underpin the awakening of a ‘new’ consurmer
whose consumption patterns have changed, along with their underlying values around the how and
why of consumpfion.

Consumer responses are generally psychological reactions that are based on perceptions, emotions
and social influence. For example, hoarding behaviour and panic buying are offen explained

in terms of mulfiple mechanisms including fear arising from threat perception, self-protection, risk
aversion and loss of control (see Yuen ef al., 2020 for a summary). Some see these as instinctual,
‘survival' responses o perceived threat, while others emphasize perceptions that are socially
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influenced through media and government announcements (Loxton, 2000). For example, regarding
the lafter, evidence suggests that government announcements of restrictions played a significont
role in large, shorf-ferm effects on consumption pafterns such as panic buying within Australia and
globally (Keane & Neal, 2020).

Other responses such as rejection of behavioural mandates through failure o wear masks or social
distance are linked fo mismatches between recommendations and personal beliefs as well as

the nature of the mandate messages. Greater compliance has been observed when messages
have been ofher-focused, as in the campaign advocating Australians sfay home so that health
professionals could get on with their jobs, rather than fearinduced, as in compaigns focused on
healih effects (Kirk & Rifkin, 2020).

While many of the clbserved lbehaviours are reactions fo uncertainty (Einstein, 2014) and are
well-documented responses to crises and disasters (Keane & Neale, 2020), they are also coping
behaviours in that they serve fo reduce anxiety, fear and loss of conttrol (Yuen et al., 2020). For
example, stocking up gives one a sense of control over the immediate environment when other
aspects of daily life are no longer within one’s control (e.g., food supply, the spread of the virus,
moverment within city/state/country). Other coping behaviours include maintaining social
connectedness (the upsurge of Zoom and other communication technology) and ‘doing it yourself,
as evidenced in the rise of home-based projects and increased self-sustainability (Kirk & [Rifkin, 2020).

Phrases such as the ‘new normal” imply that the pandemic may have longer-term effects. Data
reveals that the pandemic had on impact on spending patterns in Austrolia and that Austrolians
perceived they would continue to spend less. Zilio (2020) reports that around 46% of Australians
reported spending less in the middle of 2020 than they did at the beginning of 2020 (pre COVID-19)
and over half of these (55%) expected o be spending less in 6 months (late 2020). Reasons are likely
multifactorial including reduced income, reduced access To/avoidance of shopping centres, as well
as financial and psychological caution. According to Bensley and colleagues (2020), an overarching
oufcome of the pandemic is The rise of the ‘cautious consumer’ who is more planful and more
focused on budgeting, deliberate spending, and price consciousness.

Alongside changes in who we are as consumers, there is speculation that there will be changes in
who we are as humans. Such fransformations relafe o underlying values, morals, and identity:

Originally conceptualized as an outcome of war, moral injury occurs when individuals
experience, bear witness to, or learn about egregious fransgressions which are incompatible
with their own morality and expectations (Litiz et al., 2009). Numerous redlifies during the
COVID- 19 pandemic defied expectations beyond imagination. Among the most serious
fransgressions were individuals leff 1o die alone while loved ones were forced o stay away,
medical personnel compelled to choose who would and would not receive life-saving
freatment, and families precluded from carrying out funerals and other rituals related To the
grieving process due fo social distancing... Depending on how profoundly it is experienced,
moral injury contains the power to shape self-<dentity and world outlook. (Kirk & Rifkin, 2020,
0.128)

While personal values are considered to be relatively stable, there is evidence that when significant
changes disrupt lives, value change may accompany adaptation to the disruptions (Daniel et al.,
2021). Daniel and colleagues’ (2021) longitudinal fracking of values over 3.5 years before and during
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the pandemic in Australia (up fo late 2020) shows an increase in conservation values (the motivation
to maintain order and safety, resistonce to change) and a decrease in self-franscendence values
(the motivation to promote concern for the welfare of ofhers) and in openness o change values
(the motivation fo promote creativity, independence, novelty and exciternent), although the last

of these (openness) showed a reversal in late 2020, The researchers report that worrying aboutf the
pandemic was associated with greater change in these three sets of values, while no changes
were found ocross fime in self-enhancement values (the motivation fo promote self-interest,
success, and dominance). While the conservation value changes appear intuitive, those related

fo self-franscendence are less so. The authors interpret their indings in the light of lockdowns and
restrictions, suggesting that a focus on personal safety and preservation may occur atf the expense
of concern for others while those experiencing ongoing worry may withdraw psychologically and
physically from others. As with many of the impacts of the pandemic, the persistence of these value
changes and their influence on the goal sefting that underpins financial planning is yet fo be
determined. For example, does an increase in more conservative values in the general population
influence preferences around risk and investment types on a larger scale?

The pandemic has given many individuals pause fo consider how they live their lives and what they
value with flow-on effects for the goals they set for their futures and how these can e achieved. For
many, these are linked to financial and psychological welloeing (Irving, 2012). In the next section, the
impact of COVID-19 on the financial stress and psychological wellbeing of Australions is considered.

Financial Resources, Financial Stress and Psychological Distress

Lockdowns and restrictions have seen the nature of work and the workplace change significantly.
Job and income losses have led to increased financial stress for many Australians and several surveys
have affempted to capture these effects. For example, Bensley et al. (2020) report results from a
consumer pulse survey of 799 Australians sampled and weighted fo matfch the general population
and conducted in June 2020. They segment consumers into 4 profiles (see Table 1) and report the
largest impact and lowest economic opfimism for those with 'income in jeopardy” (24%) due to job or
income loss. This category captures Australians across income levels but is predominantly comprised
of Millennials and Gen X. This segment combined with those sfruggling fo ‘'make ends meet’ sees a
significant percentage (44%) of Australians reporting financial difficulties even ofter the infroduction of
a roff of financial assistance measures.
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Table 1: Australian consumer segment profilese during COVID-19

Segment Percentage Characteristics Demographic
composition
Income in jeopardy 24% Major impact due fojob or | 40% Gen X
income loss.
33% Millennials
Have had a significant .
change in household 17% Baby Boomers
income as a result of 10% Cen 7
COVID-19 (61%), with a fear
of it worsening (37%).
Low fo middle to high
income.
Making ends meet 20% Struggling financially pre- 56% Baloy Boomers
COVID-19 and confinue o .
struggle. 32% Gen X
Government assisfance or 11% Millennials
low wage jobs. 1% Gen Z
Low income.
Optimistic but cautious 30% Worry about health and 0% Baby Boomers
the economy but are more .
secure financially. 22% Gen X
Low to middle income. 17% Milennials
1% Gen Z
Stable and consistent 26% Experienced a small amount  39% Gen X
of financial impact but
31% Baby Boomers

remained relatively stable in
mindset and behaviour,

Highest income segment.

30% Millennials

aSummarised from Bensley et al. (2020, p. 8)
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As a second example, the Melbourne Institute (2020, 2021) conducted 36 survey waves from April
2020 to July 2021 (at the time of this paper) fracking the impact of the pandemic (Melbourne
Institute’s Survey of the Impact of COVID-19 in Australia). They report that the repeated cross-sectional
waves contain responses from 1200 persons aged 18 years and over with the sample stratified by
gender, age and location fo be representative of the Australian population. While the survey waves
capture patterns of experience across various segments of the Australian population, it should be
nofed they are notf longitudinal and therefore do Not provide information on individual pathways
through the pandemic.

Reports indicate that across the first seven months of surveys (April 2020-Oct 2020) on average

25% (range 20-31%) of Australian households reported financial stress (difficulty paying for essential
goods and services). Financial stress was more prevalent for certain age, employment and industry
segments, however. In lafe April 2020, just over 40% of the 18 to 44 age group reported being
financially stressed. In May 2020, 40% of workers in Accormmaodation, Food, Recreational Services and
Retail Trade reported financial sfress (Wave 7). By Septemiber 2020 (18th Wave), 34% of those aged

18 to 44 years were experiencing financial stress compared with 24% of 45 to 64 year olds and 5% of
those over 65 years.

Estimates of workforce composition using HILDA (Household, Income and Labbour Dynamics in
Australia) data suggest that 52% of workers in industries “directly adversely affected’ by the pandemic
are aged 15-24 (Wilkins, 2020). Kabdtek (2020) reports that young people 18 1o 24 years who are
unemployed due to COVID experience high rates of financial stress (62%) and that this is most
prevalent in states with ongoing lockdowns leading to jolo and income loss.

While a number of factors have contributed to mental distress during the pandemic, including
uncertainty around the effects of the virus, fear of job loss, and social isolation, Botha ef al. (2020)
argue that financial stress has been a significant driver of mental distress during the pandemic. They
report that 42% of survey respondents indicating financial stress also report mental distress compared
to 11.5% of those not reporting financial sfress. Figure 2 shows their mapping of the association
between financial sfress and mental distress (correlation .53) across 2020 and in relatfion fo the
infroduction and reduction of government support measures.
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Figure 2: Mental Distress® and Financial Stress® during COVID-19 in 2020

Figure 4.1 Proportion of Working-Age Australians Experiencing Mental Distress and Financial Stress (3-week moving average)
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Source. Taking the Pulse of the Nation (TTPN) survey (Melbourne Institute), Waves 1-23. Sample size is 20,906 working-age adults.

Reproduced with permission from Botha, Butterworth and Wilkins (2020)
aMental distress.” During the past week about how often did you feel depressed or anxious?” Response optfions: “all of the fime’, ‘'most of the
fime’, 'some of the time’, ‘a litfle of the time’, and 'none of the time”. Mental distress includes responses “all of the fime” and ‘most of the time’

Financial stress. "How would you describe your current financial conditions, in ferms of paying for essential goods and services such as bills,
rents, morfgages?” Response options: very financially stressed’, ‘moderately financially stressed’, 'making ends meet’, ‘moderately comfortable
financially’, ‘very comfortable financially’. Financial stress includes responses ‘very financially stressed” and ‘moderately financially sfressed’

Ongoing survey waves in 2021 reveal that self-employed respondents reported high rates of financial
stress in March (80%) and May (42%) followed by those on fixed-term contracts (March 49%, May
48%) and in casual employment (March 46%, May 30%). Higher rates of mental distress are also
apparent in the self-employed (March 47%, May 36%). As of the last wave (July 21) conducted af
The fime of this paper, 23% of Australian households report being financially stressed and 30% making
ends meet, suggesting that over 50% of the population is financially vulnerable”. Feeling mentally
distressed all of the fime was reported by 22% of respondents, with 23% recording an incidence of this
some of the fime (Melbourne Institute, 2020, 2021).

The above findings show a major and sudden impact has been felf by Australions who have lost
household income through job or income loss as a result of mandated public health requirements
(e.g., business lockdowns and closures), and knock-on effects (e.g., investment property revenue
loss). This impact is across income strata and no doubt reflects the diversity of household income
sources: jolbs, businesses, selFemployment, investments.
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The extent fo which financial sfress underlies the reported psychological distress is unclear. While
other factors such as the context of living through the COVID-19 era and all its concomitants are likely
fo play a role, jolb and income losses are significant life events involving psychological sfress, grief,
and impacting selfidentity (Griffiths ef al.,, 2021; van Eersel et al., 2019). Research shows that difficulty
meetfing current and ongoing obligations such as basic needs and paying bills are associated with
poorer physical and mental health, while affempts at coping by resorting fo pay day lenders, and
increasing loans and overdrafts add to the burden (Friedline ef al., 2020; Kiely et al., 2015). Not only
is the pandemic a major health and economic crisis but it also has a psychological dimension in its
impact on key elements underlying eudemonic wellbeing such as a sense of masfery and confrol,
purpose and meaning in life, and achievement of life goals (Irving, 2012). For many individuals and
possibly generafional cohorts these elements have been placed on hold or sfalled indefinitely. In the
next section, the impact of the pandemic on psychological dimensions underlying aftifudes 1o risk is
considered.

Attitudes to Risk and Risk Tolerance

Crises and disasters are historically associated with increased risk aversion (Bucciol & Zarri, 2015),
partly because of the uncertainty of the situation and the future. There is emerging evidence for
increased financial conservatism af a household level during the course of the COVID-19 pandemic,
particularly for those with more experience of the virus and its effects. Yue and colleagues (2020)
report indings from China Household Finance Surveys conducted in 2019 and across February

and March in 2020 covering 2,595 households. They find that knowing someone with COVID-19 is
associafed with a decrease in long-ferm confidence in the economy, a change in household risk
preference, increased risk aversion, and a decrease in the amount invested in financial assets.

Similarly, Bu et al. (2020) ind in repeated surveys conducted before (Oct 2019) and offer the
outbreak (February 2020) that graduate students in Wuhan with greater experience of the pandemic
through exposure to infections and deaths in their families and communities, as well as guarantining,
show reduced risk-taking in an investment allocation fask. The researchers argue that decreased
general risk appetite is partially explained by alterations in optimism and beliefs about luck and
individual sense of control. These students also held more pessimistic beliefs about the economy, their
health, and the environment in general.

In the United States, Heo and colleagues (2020) tracked changes in aggregate measures of
financial risk tolerance (FRT) in groups of individuals aged from under 25 years fo over 65 years from
April 2019 to March 2020. They focused on five event periods during the pandemic: no/intermittent
cases, recognition of cases, wave initiation, case acceleration, case deceleration/stabilization. FIRT,
defined as 'as a person’s wilingness fo engage in a financial behavior, in which the oufcome is both
uncertain and potentially negative’ (p. 2) and measured using Grable and Lytton’s (1999) 13-fem
scale, impacted most strongly in a younger cohort (aged 25 years and younger). While the sample
was non-generalisable (self-selected, online survey) with 77% falling in the under 25 age group, the
authors notfe that the decrease in FRT was not evident in the other age cohorts and conclude thot
if young people have systematically increased their perceptions of risk and reduced their willingness
to take financial risk, the wealth accurmulation possibilities for those aged 25 or younger may be in
jeopardy’ (p. 14). Because Heo et al’s data are cross-sectional it is unclear whether changes in FRT
occurred within the same individuals. Longitudinal assessments of FRT in the age cohort are likely
needed 10 see whether this concern is borne out in the longer ferm.
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Economists fend fo view risk preferences as relafively stable with some studies showing risk tolerance
as sfable over fime or rebounding affer inifial impacts such as the Global Financial Crisis (Gerrans
et al, 2015). Other research suggests that there are long-lasting effects when individuals encounter
severe crises, such as wars, early in their lives (Kim & Lee, 2014) or losting emotional losses, such s
losing a child (Bucciol & Zarri, 2015). Using several data sources including the "Survey on Health,
Ageing and Refirement’, Bellucci and colleagues (2020) report that share ownership and the
percentage of finances held in shares (a proxy for financial risk-taking) in EU countries, as well as the
likelihood of holding life insurance, are linked fo exposure to the Second World War. Confroling for a
range of pofential mediafing variables, such as mental health, hardship and cognitive ability, the
researchers conclude that ‘sensitfivity fo uncertainty, and a preference for safe situations, are likely to
convey the effect of war exposure on financial risk faking” (p.11).

Taking on Financial Risk

While increased risk aversion may e a consequence of COVID-19 exposure for some, for ofhers risk
has been embraced. Several authors have documented the rise in retail investor participation in
stock markets during the pandemic, including Talwar et al. (2021, p. 8) who report that:

The panic that spread in the wake of the COVID-19 outbreak caused most inancial markets
fo fall drastically, ranging from 10-20% in a single day (Vishnoi & Mookerjee, 2020, Zhang et
al., 2020). However, affer some initial nervousness, the stock market crash was perceived by
retail investors as an opportunity, wherein markets in most countries witnessed increased refail
participation as a result (Dubey, 2020) ... However, refail investors may contribute to making
the markets even more unstable through their biases and psychologically driven responses.

In Australic, this concern was echoed by ASIC (May 2020) after fracking retail investors who entered
the market from 24th Feloruary fo 3rd April. During this fime, creation of new and re-activated
accounts was 3.4 times higher than in a preceding benchmark phase and the average daily
securffies furnover doubled fo $3.3 billion. Risk taking was evident in “behaviours which expose refall
investors o possible unexpected losses’ such as orders set to GTC (Good il cancel), frequent
tfrading showing poor market timing, and froding in complex and high-risk products. The averoge
time between trades on the same stock fell from 4.5 days fo 1, while for any stock it fell from 2.5 days
0 0.9. It was observed that if all refail investors held their positions for only one day, fotal losses would
have amounted fo over $230 milion’ (p. 9) and that ‘the average retail investor was not proficient at
predicting short-term market movements over the focus period’ (p. 9).

Similarly, Ortrnann et al. (2020, p. 3) using data on 456,365 retail investors from August 1, 2019 fo April
17,2020 (sourced from a discount broker offering aon online frading platform under UK licence) report
that these investors:

increase their average weekly frading infensity by 13.9% as the number of COVID-19 cases
doubles. Investors, on average, add funds o thelr accounts, open more new accounts, and
establish more new positions. We observe the largest increase in frading between February
23, and March 22.

Unlike the movement o high-risk, complex products in Australia, refail investors did not increase their
frade in risky” investments (such as Contfract for Difference (CFDs), crypfocurrencies); although it
should be nofed that Ortmann ef al’'s findings may nof represent all refail investor frading as they are
restricted fo one brokerage platform (p. 9).
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Mulfiple explanations have been offered for the increase in refail investor frading, for example, as
a new form of gambling for those with risk appetites and for whorm access fo other forms (casinos,
pokies) was curtailed (Chiah & Zhong, 2020), herd behaviour arising from social media promaotion
of frading (Bizzi & Labban, 2019), a response fo commentary regarding economic recovery (e.g.,
President Trump's claims of a fast V-shoped recovery), as well as economic pessimism (Orfmann
et al., 2020). Basu and Dulleck’s (2020) findings with university students show that a range of
psychological biases and perceptions influence refail investors” decisions to invest in complex
products including the illusion of control, overconfidence, and framing bias and that, while frust in
issuer has a significant bearing, financial risk measures such as volafility do nof. No doubt a number
of these biases were at play during the observed uptake in frading by retail investors. What the
financial oufcomes are for those who entered the share market without adeguate financial and
investment liferacy remain to be documented.

Anxiety about the Economy and Expectations of Recovery

Psychological research sees mental health issues including anxiety and depression on the rise during
the pandemic with potential effects across the lifespan (Gruber ef al., 2020). Anxiety relates not just to
health but to expectations albbout inancial circumstances and the economy. Research conducted
across the US, UK and Israel in April 2020, reveals that levels of economic anxiety were on a par with
health anxiety and that both exceeded anxiety related to isolation and routine change during the
pandemic (Bareket-Bojmel et al., 2020).

While anxiety about the economy is apparent, individuals offen report that their financial situation

is better than that of the national or global economy. This effect, known as the betterthan-average
effect, has been observed in surveys in the UK and Sweden during the pandemic (Barrafrem et .,
2020) and in Australic in the tracking surveys of the Melbourne Institute. In the UK (March 2020),

for example, while 61% and 62%, respectively, of households thought that the national and global
economies would be a lof worse in the future, only 29% viewed their own situation in the same way. In
Australia in 2020, while around half of respondents believed the effects of COVID-19 on the economy
would be felt beyond one year, only 21% believed the effects on them would e of the same duration.
In addifion, 54% of respondents believed that the recovery would be longer for the economy than for
themselves, 39% believed that recovery time would be the same, and 7% that recovery for themselves
would be longer (de New, 2020). As optimism albout personal recovery is related to employment
(and gender) in the survey, de New (p. 5) suggested that:

Key fo the recovery process affer COVID-19 is restarting pre-COVID-19 demand levels for
goods and services. If employed people disproportionately believe that they themselves will
not be affected for as long a time as the general economy, then they are likely fo resume
spending and consume goods and services. Those with the economic power to consume,
are potentially most likely to do so.

In late 2020 it was reported that the Westoac-Meloourne Institufe Index of Consumer Sentiment
(Westpac, 2020) increased by nearly 12% from Septermber to October and was 10% above the
average level in the six months prior fo the pandemic, suggesting that personal recovery optimism
alongside opfimism around recent budgetary measures were toking hold. However, by August
2021 with three major cifies in lockdown, lockdowns extending fo further local government and
regional areas in NSW, and cases in NSW increasing, sentiment had declined with Westpac (2021)
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reporfing that the biggest falls were around expectations for the economy over the year ahead and
assessments of ‘fime fo buy a major item’ and that a slight majority of consumers across all three
major stafes now expect condifions fo deteriorate rather than improve over the next year (p. 1).
Around family finances, consumers are less confident about the year ahead, the ‘finances, next 12
months’ sulb-index refracing 2.7% to 107, led by sharp declines in Victoria and Queensland” (p. 2).
Consumers also registered a loss of confidence around jobs (p. 2).

The ongoing cycle of lockdowns and restrictions while vaccination rates are below herd immunity
levels and the delta strain remains an ongoing threat fo communities mean that uncertainty around
economic impacts, inancial resources, and wellbeing continues fo be front of mind for many
Australians.

Implications for Financial Planning

Taken together the themes overviewed in this paper illustrate that the effects of the COVID-19
pandemic are complex and evident at the individual, cohort, economic, and societal levels. On
the one hand, the picture is of caufion and risk aversion. A ‘caufious consumer’ has emerged
characterised by increased planning and deliberative decision-making around finances and
spending. This cautfion arises for a number of reasons—economic and health worry, income
jeopardy, inancial stress and vulnerability, changing values, as well as mental distress and
uncerfainty and anxiety about the future.

The unevenness of the financial impact across society has meant that certain segments of the
Australian population have been more affected than ofhers, for example, those working or owning
businesses in fravel and hospitality and young people. The diversity of the source of household
income loss (Jobs, businesses, investments) has seen the impact flow across low fo medium fo

high income households. On the other hand, segments of the Australian population appear fo be
relatively financially unscathed. Many are caufious but optimistic, are not experiencing financial stress
or menfal disfress, and are continuing life with stability of income.

In this section, consideration is given fo the ways in which the financial planning profession has
responded fo a number of the issues raised in this paper as well as fo longerterm implications.

Reducing financial stress and mental distress

Financial planners have long held the responsibility 1o support their clients as they encounter
environmental threats fo their inancial well-being. Whether it is a financial shock like the Global
Financial Crisis (i.e., Greaf Recession), the COVID-19 pandemic, or client-specific household shocks
such as a divorce or health crisis, financial planners play a vital role in helping families adjust 1o a new
normal or refurn to the original course of action. (Fox & Bartholomae, 2020, p. 1)

While financial planners are a source of client support through the process of engaging with inancial
concerns in a deliberative and realistic manner (Iving, 2012), the decline in financial resources of
many Australians is the result of economic impacts. As Botha notfes, the mental distress associated
with financial stress for those most adversely offected during the pandemic is best addressed by
alleviating the causes of financial stress, for example, through government inffiatives such as income
support and jolb creation inifiatives.
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Through the course of the pandemic, financial planners have played a key role in assisting their
clients with advice concerning income profection insurance, investrments, superannuation and
approaches fo freeing up needed cash (CoreData, 2020). The pondemic has seen an increase in
the demand for financial advice in Australia. In a CoreData (2020) survey, 47% of financial planners
reporfed increased enquiries from existing clients while an ASX survey reveals increased intenfion by
non-advised consumers (17%) to seek financial advice (ASX, 2020).

Financial planners are in a position to inffiate contact with their clients To encourage realistic
appraisal and planning (Brady et al., 2020), address uncerfainty and reassess goals. Supporting
the financial wellbeing of Australians has important social and public health benefits that have
been acknowledged in government inffiatives to increase access fo financial advice. These include
the provision of scaled advice and easing of documentation requirements such as the use of a
Record of Advice (ROA) in place of a more comprehensive Statement of Advice (SOA) (ASIC, 2021).
Initiatives have been aimed af expediting fimely advice, for example around seeking early access
o superannuation, as well as reducing the access gap befween those who can afford advice and
those who can't. The Financial Services Council (2020, p. 21) sees the provision of scaled advice as
having a range of economic and social benefits including:

* Improved financial decisions that benefit personal wealth and the economy, such as debt
management;

* Reduced likelihood of individuals making poor investment choices which could cost them
their life savings;

* Reduced pressure on public inancial counsellors and the voluntary sector who can
prioritise higher-needs individuals in financial distress; and

* Improved access fo financial advice by lowering its overall cost,

While government initiatives such as JobSeeker, JolbKeeper, and the Coronavirus Supplement were
aimed af reducing the number of people in inancial stress early in the pandemic, Griffiths ef al. (2021)
argue that withdrawal of these measures and the resulfing reduction in access fo financial resources
may lead to worsening mental and physical health among working-aoge individuals. They advocate
for access fo financial planning and financial counseling services fo support these individuals,

The Unifed States has seen an upsurge in financial planning amongst older generations as they
reassess their refirerent and health futures and place a greater focus on assisting younger family
memiboers facing financial sfress during the pandemic (Edward Jones, 2020). It is possible that similar
pafterns may arise in Australiao along with client goals faking on a more value-based and cautious
fone.

Roles for financial planners

In qualitative inferviews with financial plonners in the Unifed States, Fox and Bartholomae (2020)
report that some plonners, in helping clients focus on what matters most in their lives, served more as
counsellor than planner. They note that ‘the ability of financial professionals to address psychological
aspects of their clients, such as financial stress, along with relationship and behavioral issues, has
become an essential aspect associated with building and using a financial planning framework” (o.
2). They view this approach as ‘infegrated financial planning”.
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In Australia, there is a clear disfinction between financial planners and financial counsellors in

their fraining and roles. However, as the effects of the pandemic play out, it appears likely that the
professional role of financial planners will require the incorporation of more people-orientated skills
and fools that can be considered counselling or coaching (CoreData, 2020). To this end, pathways
of tfraining and continuing professional development might incorporate an expanded focus on such
skills. Inferdisciplinary fields are emerging such as financial therapy which promotes the research
and sfudy of financial health and fraining” across a range of professionals including financial
planners, counsellors, and psychologists. At a fime when large numbers of financial planners and
advisers are leaving the profession and public perceptions of advisers are negative (ASIC, 2019)
there is much to be gained by the profession and ifs image by broadening its remit. Not all financial
planners will see themselves as counsellors or coaches, but for those wanfing to broaden their
expertise, such skills may provide further career opportunities or add value o the services they

offer fo their clients. As well as improving consumer frust in advisers, there are benefits in formalising
what has offen been promoted as central to the financial plonning process and adviser-client
relationship. It is important fo note, though, that the popularisation of psychology and cognate
sciences has offen led to simplistic and misrepresented inferpretations of the knowledge bases of
human behaviour. Any movement towards infegrating fields of practice needs fo rest on evidence-
based approaches grounded in research and theory.

Tracking generational effects

For some, the uncertainty and loss associated with COVID-19 have led to increased risk aversion
parficularly for those with personal exposure o the damaging effects of the pandemic. While, 1o
date, Australia has fared comparatively well, many of the "moral injuries” described earlier have lbeen
felf in the community. Frontline health and medical workers, aged care workers, and families and
friends of those who have confracted COVID-19 have had more personalised experiences of the
devastating effects of the disease. As with research on the long-ferm impacts of severe events on

risk aversion and folerance, will there be ongoing implications for how Australions more personally
affected by the pandemic make investment decisions info their futures?

As discussed, studies following the long-term effects of major crises on generations indicate that
young adults can be the most vulnerable not only during the crisis but decades on. Loss of
employment and income, increased risk aversion, or loss of savings through high-risk behaviour
may see this generation of Australions needing more financial guidance and education. Financial
planning researchers may seek fo frack the financial behaviours and affiftudes of young Australians
to ascertain ongoing issues of relevance fo their inancial futures and how they might be addressed
through financial planning policy, education and advice. This might include the effects of risk
aversion, decreased risk tolerance, and reductions in inancial resources on investment choices and
longerterm refirerment planning.
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Conclusion

Af the fime of writing, the effects of COVID-19 continue to leave an impact on Australian communifies.
Analysis of past pandemics, financial crises and significant socio-hisforical events indicates that
there may be lasting effects for particular individuals, such as those most adversely impacted by
labour market changes, and for generational cohorts, such as young adulfs of “impressionable age!
These impacts include alterations to personal values, self-identity, life meaning, goals, economic
opportunifies, inancial resources and affitudes fowards risk, all of which underpin financial planning.
Currently, the fallout includes loss of income, jobs and businesses and associated financial stress
and mental disfress. Discerning the medium- and long-ferm effects is reliant on halfing the spread

of the virus and its variants and the success of economic recovery strafegies and support for

those adversely affected. Financial planners play a significant role in supporting Australians in the
reassessment of their inoncial resources and goals during difficult fimes that many did not anticipate
nor prepare for, and in so doing contribute fo the ongoing psychological resources of their clients.
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Introduction

The COVID-19 pandemic created multiple worldwide crises. First and foremost, it sparked a public
health crisis, with over 94.5 million cases of COVID-19 and 2 million related deaths worldwide af

the time of wrifing (Dong et al., 2020). However, COVID-19 is also predicted fo have long-asting
ramifications on the global economy, businesses, and individuals” financial situations and mental
health. Global GDP declined significantly in the June quarter 2020, recording ifs largest contraction
since WWII, as citizens’ activities were restricted. Most economies have recovered somewhat from
these inifial confractions, buf in most major economies GDP remains well below pre-pandemic
levels (Reserve Bank of Australia, 2020). Further, the Reserve Bank of Australia (2020, p. 2) expects the
economic recovery 1o be oumpy and uneven, and highly sensifive o further virus outbreaks’. As
a result, governments have announced large fiscal stimulus packages in excess of 8% of GDP and
central banks continue to provide monetary stimulus to increase economic growth and reduce
unemployment (Bauer ef al., 2020; Harari & Keep, 2020; Janda & Lasker, 2020).

While a global pandemic such as COVID-19 is a once in a cenfury event, our resilience is tested
much more freguently. The variety, depth and impact of crises are considerable. In addition to the
direct effects of a crisis, there are offen indirect effects, such as flow-on financial effects. As a result,
crises are handled by financial advisers with such frequency that one could contend that advisers
are always in “crisis mode.!” Indeed, from an economic perspective, it has been argued there is No
such thing as ‘normal” (Galbraith & Dorre, 2018). Financial advisers are increasingly oware of the
need fo provide emotional support with finoncial advice (Anthes & Lee, 2002), especially during
crisis when emotions are heightened. The COVID-19 crisis therefore presents an opporfunity for the
financial advice sector to demonstrate ifs importance and provide the frusted, supportive, fimely
advice to clients, and the community more roadly, as a frue profession should.

To explore the value of professional financial advice fo clients during a crisis, be it a global crisis such
as the COVID-19 pandemic, or a personal crisis, we examine the literature from multiple disciplines fo
address the following research guestions:

1. Whatis the nature of a crisis?
2. What are the characteristics of those who seek advice in a crisis?
3. What is the role of advice and financial advisers in a crisis?

4. What is the value of financial advice and financial advisers for clients during a crisis?

Overall, we conclude that the liferature demonstrates the mulfidimensional nature of a crisis and

The positive impact of professional advice on the wellbeing of individuals and households during
and beyond a crisis. We argue that the role of expert advice in a crisis points fowards the need

for a frusted profession with a sophisficated approach o client-professional relafionships. We also
suggest that education frameworks, both entry and ongoing, could incorporate fraining in Crisis
management and response. Yet, research on professional financial advice has declined in the years
beyond the global inancial crisis (GFC), arguably when it is needed the most fo inform policy and
practice (MacDonald et al., 2021). We therefore also call for, and seek fo motivate, further research
in financial advice, particularly to establish a more detailed framework for understanding the value
of financial advice. The findings of the paper are applicable fo financial advice in any crisis and thus
should e of inferest fo practitioners, educators, policymakers and researchers.
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The remainder of this paper is sef out as follows. First, we oufline what constitufes a crisis and an
investigation of advice seeking in a crisis. The roles that expert advice and financial advisers play
during a crisis are then explored, followed by an analysis of the impact of advice during a crisis on
clients” wellbbeing. The paper concludes with a discussion and suggestions for future research.

What is a crisis?

Crises vary in scale and can be experienced personally (individuals, families) or publicly
(communities, institutions, countries), and even globally. Crises can e of an economic, employment,
financial, health, legal, security or other nature. Further, the nature of a crisis can change over time,
be compounded by other external factors, and directly or indirectly impact on multiple aspects

of people’s lives. A variety of crisisinducing events are discussed in the literature, including natural
disasters, medical emergencies, death, job loss, domestic viclence and divorce (Dykernan, 2005).
Disciplines, including sociology, psychology, social justice, infernational polifics, medicine and
financial planning, view such crises through slighttly different lenses. Additionally, while some crises
are experienced by people across different geographies and cultures (Dykeman, 2005), individual
and household experiences and perspectives of a crisis may differ. This s reflected in the variety and
multifaceted nature of crisis definitions.
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Table 1: Crisis definitions

Literature source

Crisis definition

Anthes & Lee (2002, p. 80)

... significant life-changing events that can throw people info sometimes
fraumatic states of fransition.

Bard & Ellison (1974, p. 2)

... subjective reaction o a stressful life experience, one so affecting the individual
That the ability o cope or function may be seriously compromised.

Dykeman (2005, p. 45)

A crisis represents an unanficipated event during which coping mechanisms
are femporarily compromised and adaptive living is jeopardized.

Enander (2010, p. 15)

Crises mean a decisive turning point or radical change of the prevailing order.
In our linguistic usage, the term crisis is used to refer to negative, decisive fuming
points.

Fiksenbaum et al. (2017, p. 128)

Financial threat is defined as fearful-anxious uncertainty regarding one’s current
and future financial situation.

Fink (1986, p. 15)

A crisis is an unstable fime or stafe of affairs in which a decisive change is
impending—either one with the disfinct possibility of a highly undesirable
oufcome or one with the disfinct possibility of a highly desirable and extremely
positive oufcome.

Gilbert & Lauren (1980, p. 642)

(Crises) occur suddenly, demand quick decisions by leaders under infense
pressure, threaten vital inferests, and raise enormous uncertainties abbout war
and peace

Heo et al. (2020, p. 4)

Financial stress is a psychophysiological response to the cognition of imbalance,
uncertainty, and risk in the realm of financial resource management decision-
making.

Hermann et al. (1978, p. 1-2)

. acrisis is a situation that poses a major threat 1o one or more goals or other
values of the group experiencing the crisis ... In addition fo threat, a crisis is
characterised by shortness in the perceived fime available for decision

James & Gillland (2008, p. 3)

... aperception or experiencing of an event or situation as an infolerable
difficulty that exceeds the person’s current resources and coping mechanisms.

Keown-McMullan (1997, p. 4)

. for a situation fo develop info a crisis three elements must be present: a
friggering event causing significant change or having the potential to cause
significant change; the perceived inability fo cope with this change; and a
Threat to the existence of the foundation of the organization.

Kimenyi & Mwabu (2007, p. 11)

A crisis is characterized by an unfavourable state of instability or disequiliorium,
i.e., by a large negative deviation from the normal state of affairs. The instability
can occur gradually, as when a country slips info deep poverty due to
decades of economic mismanagement; or it can occur suddenly, as when for
example, a country is hit by a negative external frade shock (e.g., a fallin the
price of a major export good) or by a natural disaster such as bad weather or
earthquake.

Roberts (2005, p. 12)

A crisis can be defined as a period of psychological disequilibrium, experienced
as a result of a hozardous event or situation that constitutes a significant
problem that cannot be remedied by using familiar coping strategies.
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Crisis definitions offen include references to a threat (Fiksenlbbaum et al., 2017; Fink, 1986; Gilbert &
Lauren, 1980; Hermann et al., 1978; Keown-McMullan, 1997; Kimenyi & Mwalbu, 2007) or a change
or furning point in one's life (Anthes & Lee, 2002, Enander, 2010; Fink, 1986). A key theme across
definitions highlighted by Table 1 is the psychological impact of a crisis on individuals and their
inability fo cope emotionally (Bard & Ellison, 1974; Dykernan, 2005; Heo et al., 2020; James & Gilliland,
2005; Roberts, 2005). Roberts (2008, p. 12) describes a crisis as occurring when ‘a person faces

an obsfacle fo important life goals that generally seem insurmountable through use of cusfomary
habits and coping pafterns’. However, whether a crisis eventuates is influenced by an individual's
perceptions of the severity of the situation and their ability to cope (Cutler et al., 2013). The focus on
achieving goals is particularly salient fo inancial advisers who identify the impact of crises on clients’
financial and lifestyle goals and suggest adjustments or strategies fo help clients achieve them.

Similar fo other crises, economic or financial crises can also be personal or widespread. While
economic and financial crises are offen used fo describe systemic market events, the terms financial
stress (including anxiety, financial strain ond money worries) and distress are used in the literature fo
refer to individual or personal financial crises. Financial stress has multiple friggers:

1. life cycle events, such as marriage, childoirth and rearing, education, aging, and death;
2. job related events, such as job loss, change in income, unstable work, and refirement;

3. unexpected changes, such as unexpected death, accident, iliness, major repair, and divorce;
and

4. unfavourable financial sifuatfions, such as excessive consumer debt, loss of ability o borrow,
mortgage loan foreclosure, and eviction (Joo, 1998; Sporakowski, 1979; Varcoe 1990).

Individuals’ responses 1o financial stress manifest in a combination of behavioural, cognifive and
physiological aspects (Grable et al, 2014, Heo et al., 2020). Responses may vary depending on
whether the financial siftuation is considered termporary or permanent (French & Vigne, 2019).

The spectrum of inancial distress includes short-ferm or persistent characteristics and objective and
subjective components (Prawitz et al., 2006). The objective component refers fo an individual's actual
financial situation, such as their income, wealth, consumption, and debtf. While financial distress

and the inability to meet financial obligations are often associated with low income, in the case of a
crisis like COVID-19 which had a consistent impact across the income distribution (Porter & Bowman,
2021), financial distress is related to income poverty which Heflin (2016) shows is distinct from material
hardship. The subjective component is an individual's perception of their finances. For example, two
individuals in the same financial situation may have very different views and levels of satisfaction

or anxiety albout their living standard (Prawitz et al., 2006). Financial illiferacy and lack of financial
management skills exacerbate financial stress and disfress (Joo, 1998, Keys et al., 2020; Williams, 1982)
and in conjunction with a lack of precautionary savings and overspending, may lead fo financial
fragility and an inability fo cope with economic shocks (Lusardi et al., 2011).
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Like financial stress, financial distress has numerous causes and may be intertwined with other market
and personal crises. For example, in the case of the COVID-19 pandemic, jolb and income loss were
the resulf of workplace shutdowns in response to disease prevention controls. Thus, the COVID-19
pandemic provides an opportunity 1o examine how a public health crisis (Cadogan & Hughes,
2020), con produce related crises—including a global economic crisis (Shehzad et al., 2020),
personal financial crises (with income and wealth losses) (Coibion et al., 2020) and, for many, @
mental health crisis (Banerjee & Rai, 2020, Fitzpatrick ef al., 2020). Both the crisis and financial literature
provide a framework to increase understanding of crisis intervention by recognising the unigue
responses of individuals and households o a crisis and their habifs and coping strafegies as crucial
in Mifigating the impact.

Advice seeking in a crisis

A range of disciplines provide examples of advice being sought for personal or family (Flefcher &
StGeorge, 2010; Janzen et al., 2003), economic (Garman ef al., 1996), employment (Brackertz, 2014;
Lyons et al., 2008), health (Agar-Jacomb & Read, 2009; Frost-Gaskin et al., 2003), housing (Bakker

et al, 2018; Griffin ef al., 2008), security (Campfield & Hills, 2001; Chang et al., 2005) and natural
disaster (Bakker et al., 2018; Griffin et al., 2008) crisis events that mirror the aforementioned friggers

of financial stress and distress. Anecdofal and industry evidence indicates that financial advisers

are experiencing ‘a flood of inquiries’ from both new and existing clients because of the COVID-19
pandemic. The demand for advice and the associated levels of fear and uncertainty are on par with,
or exceeding, those witnessed during the GFC (Benjamin, 2020). Arguably, this is due fo the number
and variety of different, yet relafed, crises brought about by the COVID-19 pandemic.

Table 2 summarises the liferafure relevant to crisis response and infervention, advice seeking and
giving, and the use of professionals or experts during a crisis. In the wake of a crisis event, a reaction
and response will occur. It is during the reaction to the crisis event that individuals are most wiling to
seek advice and when intervention is considered most effective (Golan, 1978). Ripple et al. (1964)
argues that the motivation to seek advice and fake action may rely on a discomfort-hope balance,
where ‘'nope’ is related 1o self-efficacy and perceptions of the ability fo affain a goal or goals
(Bandura, 1988). Moreover, in fimes of crisis, unexpected and powerful emotions can negatively
impact on one’s decision-making abilities (Anthes & Lee, 2002). Given the subjective component of
financial disfress, those with more negative perceptions of their financial situation may experience
more discomfort and have less hope of achieving their goals. Individuals who better understand
the value of financial advice in ferms of support for goal seffing and achievement, may therefore
be more willing to seek advice. However, low levels of decision-specific knowledge are also shown 1o
motivate advice seeking (Godek & Murray, 2008), suggesting lower financial literacy and capability
may play a role in the decision to seek advice.
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Table 2: Literature relevant to financial advice seeking and giving during a crisis

Author(s) Key constructs, themes and frameworks

Crisis response and infervention

Bandura (1988) Anxiety
Subjective distress
Perceived coping self-efficacy

Enander (2010); Folkman & Lazarus Emotion-focused coping
(1980) Problem-focused coping
Robertfs (2009) Assess mental health status

Establish rapport and engage the client

Identify major problems

Deal with feelings

Explore alternative coping methods and solutions
Develop an action plan

Develop a follow-up profocal

Advice seeking and giving

Andreason & Rafchford (1976), Rational information processing
Godek & Murray (2007) Experiential information processing
Decision-specific knowledge

Crable & Joo (1999) Demogrophic and socioeconomic factors
Financial knowledge, stressors, risk foleronce and
behaviours
Evaluation of consequences
Help seeking decision

Lee (1997); Tyre (1992) Feedback seeking
Information seeking
Help seeking
Srinivas (2000) Transactional
Informational
Advisory
Bonaccio & Dalal (2006); Information acquisition
Schrah et al. (2006) (descriptive, perceived as factual)

Adviser recommendation
(subjective expertise, source credibility)

Professionalisrm and use of experts

Balafoutas & Kerschibamer (2020), Credence goods

Darby & Karni (1973) Information acquisition and asymmetries
Pro-social and unethical seller motivations
Diagnostic effort

Grundmann (2017) Relational expertise
Knowledge production and application
Decision-making
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Nurnerous studies invesfigate the affrioutes of inancial advice seekers. Advice seeking is

generally agreed to be a function of financial atfitudes and knowledge and social-demographic
characterisfics (Bachmann & Hens, 2015; Bhattacharya ef al., 2012; Bluethgen et al., 2008; Calcagno
& Monticone, 2015; Collins, 2012; Disney et al., 2015; Eimerick et al., 2002; Finke ef al., 2011, Hackethal
et al, 2012; Joo & Grable, 2007; Kelly, 1995, Kramer, 2012, 2016). In confrast, reseorch on factors
affecting financial advice seeking in a crisis is scarce. In the organisational behaviour literature,

Lee (1997) distinguishes between information seeking, feedback seeking and help seeking. While

all three aspects of advice seeking may occur simultaneously (Tyre, 1992), Lee (1997) argues that
help seeking is conceptually distinct from feedback and information seeking. Similarly for inancial
advice, Srinivas (2000) distinguishes fransactional, informational and advisory functions. All of these
functions are important in crisis and non-crisis periods, but help seeking and advisory are a crifical
focus of advice in a crisis because they focus on a problem-solving process through to provision of
recommendations.

Factors influencing help seeking are complex. Help seceking is greater for people with a major change
in circumstances (Gillespie et al., 2007) or larger or more specific problems (Grable & Joo, 1999,

Lee, 1997. Male, 2016), such as those who exhibit poor financial behaviours (Grable & Joo, 1999).
Demographic and socioeconomic factors also influence help-seeking behaviour, but to a lesser
extent (Grable & Joo, 1999). However, individuals may be deterred from seeking help in a crisis due to
anxiety and the fendency fo actively avoid disclosing potentially embarrassing information (Cepedo-
Benifo & Short, 1998, Grable & Joo, 1999; Lee, 1997; Van Dalen et al., 2017). In the context of inancial
aadvice, both existing and prospective clients have been shown fo experience financial adviser
anxiety (Gerrans & Hershey, 2016). Once help has been sought, Barnetft White (2005) and Brackertz
(2014) show that experts can help people feel more calm, confident and in control. Nonetheless,
help seeking may be inhibifed if individuals believe that the expert advice is of questionable quality,
or they are unable fo evaluate the guality of advice (Schrah et al., 20006).

The role of expert advice in a crisis

Financial products and market complexity, low levels of inancial liferacy and fime poor consumers
are among the drivers of professional financial advice. In a crisis, the increased environmental
uncertainty and perceived shortness in fime for decision-making (Hermann et al., 1978) lead

clients fo demand more urgent affention. Advisers may therefore act as a substitute for learmning,
allowing the client fo avoid the fime and effort of acquirng expertise and enabling experts to exploit
economies of scale in information acguisition (Ennew, 1992). Alfernatively, for more knowledgeable
clients, experts may act more like o 'sounding board,” helping them fo assess the value of alternative
options (Yaniv, 2004). Srinivas (2000) incorporates many of these factors info two predictors of
aadvice seeking: the perceived risk in depending on oneself, influenced by an assessment of one’s
own expertise, fime pressure and perceived environmental uncerfainty, ond the desire for control,
impacted by perceived importance of goal attainment and frust of an adviser.
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The social aspect of advice infroduces more complexity in understanding the role of advisers and
client-adviser interaction in decision-making. While Grundmann (2017) acknowledges that those with
expert knowledge are generally considered frustworthy, he emphasises the importance of experts

in a relational process, connecting knowledge to decision-making by considering the client and
their needs. In o judge-adviser system, the client (judge or decision-maker) and adviser inferact in
the decision-making process and both impact the oufcomes of the advice. The client receives the
advice and decides how the advice is used, if at all (Bonnacico & Dalal, 2006). Clients judge expert
advisers in ferms of their ability fo deliver on their needs, with the level of client frust influenced by
performance (Aldridge, 1998).

However, clienfs face challenges in assessing adviser performance and motivations. The nafure of
expert advice as a credence good means that the advice cannot be assessed as it for purpose’
often until well affer the advice has been consumed, if at all (Balafoutas & Kerschibamer, 2020; Darby
& Karni, 1973). Although clients may be able fo judge some components of advice, such as whether
they are or are not safisfied with an adviser's demeanour, informational asymmetries mean that less
informed clients are even less able fo evaluate the fechnicol component of the expert advice (Darby
& Karni, 1973) or the adviser's motives as prosocial, that is, profective of and promoting the wellbeing
of others, or unethical (Balofoutas & Kerschibamer, 2020). Advice evaluation is further complicated by
the varying levels of expertise of professional advisers (Meshi et al., 2012), leaving clients vulnerable,
parficularly during a crisis.

The decision fo seek (financial) advice has been distinguished as a separate decision from where
aadvice should be sought. Information processing models of consumer decision-making show that
the extent of information source use, iINcluding the use of professionals, varies significantly by the

type of decision (importance, complexity and subjectivity), parficipation in the decision and the
inferaction of these variables, with low knowledge and income being associated with less information
source use (Andreason & Rafchford, 1976). Focusing on the source of financial advice decisions,
Grable and Joo (2001a) found that psychological (e.g., risk folerance, financial stress, atfitudes
toward refirerment planning) and behavioural (e.g., inancial management proctices) variobles were
af least as important as demographic and economic variobles in predicting the use of a professional
aadviser over a non-professional, including family members, friends and colleagues. Across their
studies, they found a higher financial risk tolerance and those who exhibit better financial behaviours
to be common factors associated with seeking professional financial advice (Grable & Joo, 2001a,
2001D).

Seeking help from professionals in a crisis is an example of a coping response. As a result of
economic shock, Lusardi ef al. (2011) confend that household coping strategies follow a pecking
order influenced by relative tfransaction costs, social costs, information costs and effort. While such
costs and effort may be hampered by the credence natfure of advice, friends, family and colleagues,
along with media and social media play an important role. As “socialisation agents’, they influence
financial literacy via the acquisition of knowledge, skills, affifudes and values, and the financial
behaviour of consumers (Karaa & Kugu, 2016; Moschis, 1987; Sohn et al., 2012). Aldridge (1998)
found the likelihood of seeking and following professional advice was greater amongst people with
more familiarity and experience with professional advice. These individuals were also more likely

o view the client-professional relafionship as a long-ferm relatfionship. However, this finding reflects
the influence of family socialisation from a young age to the use of, and payment for, professional
services.
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In Australic and abroad, financial advisers are generally used less frequently than other professionals
such as doctors, dentists and lawyers, and are consulted relatfively Iater in life. Other socialisation
agents offer the potential fo substitute for this lack of family orienfation fo professional financial
advice with low information costs and effort, even in a crisis. Financially distressed married couples
were found to seek professional refirement advice more than singles (Kim & Kim, 2010). In studies on
debt advice, Chang (2005) found that social networks were frequently used by low income cohorts
for saving and investment information. While there is a significant deficit in the expert knowledge
provided by social networks relative fo professionals in such cases, French and Vigne (2019) explain
that their value can be leveroged for good. For example, Cwynar et al. (2020) revealed that social
networks increase metaknowledge, that is, an awareness of gaps in one'’s knowledge and where to
seek that informartion, that in furn increases the likelihood of individuals with high financial confidence
(subjective financial literacy) o seek professional financial advice. Overall, the evidence indicates
that those who are more financially, psychologically and socially vulnerable, are less likely fo use
available information sources and are less likely 1o seek professional advice, even in a crisis.

The demand side of expert advice in a crisis is Not the only challenge. Financial advisers regularly
work with clients experiencing crises over the course of their client-adviser relationship. Unlike

other crisis frained personnel, including clergy, nurses, doctors, other first responders, psychiatrists,
psychologists, counsellors, and social workers, the crisis infervention role of a financial adviser is

yet to be thoroughly explored in the literature. Crisis infervention aims fo reduce harm by removing
vulnerabilities, building or rebuilding coping and problem-solving abilities, and by providing emaotional
support and an action plan fo buffer against similar future situations (Roberts, 2005). The situationdl
appraisal of the client and development of coping strafegies is an ferative process during a Crisis.
Appraisal reguires atfention fo both regulation of disfress (emotion-focused coping), particularly for
less controllable events, and management of the problem that is causing the distress (problem-
focused coping) (Cutrona & Russell, 1990; Enander, 2010; Folkman & Lazarus, 1980). However,
success is largely dependent on emotion-focused efforts, because heightened emaotions inferfere
with the cognitive activity necessary for problem-focused coping (Easterbrook, 1959; Folkman &
Lazarus, 1980).

Similar fo other crisis advisers, inancial advisers assist clients experiencing a crisis fo appraise the
situation, evaluate the impact of a crisis and outline new or adjusted strategies to achieve the
client’s lifestyle and financial goals which may in the long run reduce the severity of a future crisis.

An emphasis on emotion-focused before problem-focused coping strategies is important, because
conversafions about ‘spending, saving, and ofher money behaviours can frigger a jumble of
emotions, including guilt, shame, sadness, fear, and anger’ (Kinder & Galvan, 2007, p. 59). Grable ef
al. (2014) and Heo et al. (2020) also emphasise the need for a multidimensional approach fo advice
given individuals’ responses o financial stress manifest in a combination of behavioural, cognitive
and physiological ways. Evidence indicates that many advisers have previously locked the fraining
and skills to be "psychologically aware” (Anthes & Lee, 2002, p. 77). Although national education
standards in Australia and albroad have begun fo address client care and a behavioural finance
focus in the curriculum, personal crisis management is Not specifically addressed.
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What is the value of financial advice for clients in a crisis?

Professional advice in fimes of crisis can offset the negative implications of a crisis on clients” lives and
provide benefits o the community. For example, professional financial advice has helped clients gain
control of their mortgage repayments (Ding et al., 2008), reduce or waive their levels of debt and
avoid bankruptey (Brackertz, 2014; Mahmoudi et al., 2014), access social security benefits (Dow &
Boaz, 1994; Greasley & Small, 2005), avoid or reduce legal action (Brackertz, 2014; Mahmoudi et al.,
2014) and address elderly clients living in inappropriate housing for their needs (Burgess & Morrison,
20106). The effectiveness of a crisis response o these liquidity, deot and housing crises is influenced

in part by the information people receive, in the form of situational appraisals and strafegic plans
(Reynaolds & Seeger, 2005; Steelman & McCaffrey, 2013), and demonstrations of emotional support,
including care, concern, active listening and empathy (Fehr & Gelfand, 2010; Roberts, 2005). These
factors are argued to strengthen client-adviser relationships and thus influence people fo act on
advice (Seeger, 2006).

The provision of information, fransactional support, education and behavioural coaching, and
strafegic advice by finoncial advisers leads o clients experiencing a range of financial wellbeing
benelfits. Advised clients are more likely To increase their efforts to improve their financial literacy
(Marsden et al., 2011), which in turn has been shown to improve individuals’ resilience fo
macroeconomic shocks (Klapper et al., 2013; Lusardi et al., 2011). For example, where the household
financial decision-maker is No longer around, due o a crisis such as the death of a spouse or in the
case of a domestic abuse survivor, clients reported increased financial knowledge and confidence
of money management post advice (Adisa, 2018; Rehl et al., 2016). Advisers also perceived clients
were empowered to take control of their finances (Adisa, 2018; Buck & Smith, 20158). Although

aadvice cannot address all the underlying causes of financial stress, it can improve a client’s inancial
wellbeing during and beyond a crisis (Brackertz, 2012). However, while financial management skills
enable individuals to cope with changing circumstances in the face of future crises, confidence does
not necessarily lead fo befter management where there are strong limifing foctors such as income
adequacy for low-income clients (Gillespie et al., 2007).

Advisers have improved clients” financial positions during global market crises, while advised clients
have also exhibited more positive financial behaviours that help them weather such a crisis. Clients
with a long-ferm adviser (compared o those who had a new adviser just prior fo the market
downturn) were more likely to remain invested in the sharemarket throughout the GFC (Linnainmaa
et al., 2017). Similarly, Marsden et al. (2011) found that during the GFC, while many investors were
seling equifies and other high-risk investments, advised clients were increasing confributions fo their
retirerment accounts and taking advantage of price reductions in those assets. Clients who had a
relationship with a financial adviser prior fo the GFC experienced less wealth volatility and were 6.25%
befter off than those who had not received advice, offer accounting for the level of risk taken (Grable
& Chatterjee, 2014). Grable and Chatterjee (2014) also noted that advised clients had more wealth
than non-advised individuals before and after the crisis, including the accrual of emergency funds
able fo be drawn on during fimes of crisis (Marsden ef al.,, 2011; McCarthy ef al., 2013). However,

like Marsden et al. (2011), Kramer (2012) acknowledged the difficulty in measuring direction and
causality of the impact of financial advice on wealth.
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Despife a strong focus in the liferature on financial welloeing oufcomes, professional financial advice
impacts all aspects of wellbeing. Financial advisers work with clients on ‘some of the most highly
sengsitive, emotional fopics and situations that those clients will ever discuss with anyone throughout
their lives” (Kinder & Galvan, 2007, p. §9). It therefore not surprising that some clients value an
emofional connection over expert knowledge at fimes of crisis, such as when a highly emofional and
difficult decision is to be made (Barneft White, 2005). Adeguate, welHimed emotional support during
and affer a crisis helps fo minimise stress and anxiety, which in furn reduces physiological symptoms,
and supports the development of frust and rapport (Bakker et al., 2018; Cohen & Wills, 1985;
Dykeman, 2005; Gillespie et al., 2007). Advocating for people’s rights, reducing administrative burden,
and helping set priorifies are all forms of practical support which are highly valued by those in a crisis,
not just for the instrumental assistance, but also fo reduce feelings of overwhelm (Anthes & Lee, 2002;
Barnes et al., 2017; Frost-Gaskin et al., 2003). Clients who receive financial advice during periods of
financial disfress report improvements in their emotional welloeing, in their social relafionships with
their children, family and friends, in their physical health and feeling more positive about their future
(Australion Securifies and Investments Commission, 2010; Brackertz, 2014).

Discussion

This review has considered a multidisciplinary body of liferature encompassing crisis response and
infervention, advice giving and faking and the use of professionals and experts to shed light on

the value of financial advice in a crisis. The indings demonstrate strong links between the role of a
financial adviser and the financial advice process with crisis infervention, and highlight the demand
and supply side challenges of financial advice in a crisis. While crises may vary in their nafure, causes
and impacts, they are likely o cause significont disruption and frigger a coping response 1o manage
distress, problem solve and develop habifs to improve outcomes in the current and future crises
(Folkman & Lozarus, 1980; Rickwood, 1995; Roberts, 2005). The most financially, psychologically and
socially vulnerable are least likely fo use available information, lef alone seek professional financial
advice. Evidence from a variety of disciplines demonstrates the role of early infervention and quick
access fo advice in both reducing maladaptive coping behaviour and the likelihood of experiencing
additional stressors (Brackertz, 2014; Buck & Smith, 2015; Dykeman, 2005). This necessitates a
sophisticated approach fo professional-client relationships, including the need fo provide emotional
and behavioural support with financial advice, and raises the question of the need for advisers o
undergo crisis infervention training.

Mulfiple disciplines also identify that the nature of advice and level of engagement of clients with
expert advisers makes the valuation of advice difficult. Advice is generally sought when the marginal
benefits outweigh the marginal costs of information search (Stigler, 1961). However, several factors
complicate the evaluation of the benefits, including the challenge in assessing whether the advice
is it for purpose, the degree fo which the client is involved in the advice process, and the extent

to which the advice is followed by the client. Furthermore, a lack of socialisation fo the use of, and
payment for, professional financial advice means the large unadvised proportion of the community
may not understand financial advice or how they can benefit from seeing a financial adviser,
parficularly for those with low income, education and financial liferacy. Thus, advisers need o be
skilled in explaining to clients, and the community more broadly, why it is worth paying for and
implementing their advice even if the advice, parficularly during a crisis, is to mainfain the status quo.
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Overall, the literature demonstrates that effective financial advice underpinned by qudality,
professional, client-adviser relationships should add value to clients during a crisis, be it a communal
crisis felf on a global scale such as the COVID-19 pandemic, or crises of a more personal nature.

A long-tferm relationship with a frusted financial adviser, may reduce the information search costs
associated with determining the quality of advice and frustworthiness of the adviser, and reduce
some uncertainty in decision-making. This is particularly important in a crisis when fime-critical advice
is required and sfress levels are already elevated. Professional financial advice is likely fo improve the
financial, emotional, physical and social wellbeing outcomes of clients during a crisis, with long-ferm
clients also benefiting from the development of prevention strafegies fo reduce the severity of current
and future crises.

Empirical and industry research has indicated that successful welloeing outcomes could improve
economic stability and resilience for households and the economy (Finke et al., 2017, Klapper ef

al,, 2013; Lusardi et al., 2011). Systern-wide savings may also be experienced in terms of foregone
cost-shiffing fo the legal and health systems through, for example, avoided bankruptcies and health
impacts (Brackertz, 2014). In a similar vein, it is reasonable to assume that the role of expert financial
aadvice has wider implications if more Australians across varying income levels had access fo advice.
As it stands, government funding of the models targeted at the country’s poorest is inadequate and
the cost of financial advice is out of reach for many, leaving us o ponder how impactful professional
financial advice could be to the community and the economy af large if it was more accessiole.

Finally, while the financial advice sector has been weighed down by previous advice and product
failures, and a resulting dearth of community frust and confidence in the sector, we notfe the irony
that a global health crisis offers the opportunity for the industry fo rise and support both existing and
new clients fo navigate the financial and emotional impacts of a crisis. INndeed, this is exactly what
frue professions do. Anecdotally, this is what we observe has occurred, yet the empirical evidence is
yet to examine these issues.

Future research

As is offen the case in personal finance, the depth of the literature on broader disciplines is not
evident, and thus a priori, more research is required to build the body of knowledge. For example,
Bonaccio & Dalal (2006) signal the lack of progress in advancing a comprehensive theory of
aadvice-giving and -taking. This is affributed to the breadth of research questions since the semindl
work of Brehmer and Hagaber (1986) and the area of research still emerging. French and Vigne
(2019) identify further work to e considered on the dynamics of income poverty and finoncial
fragility alongside Lusardi et al’s (2011) coping strategies in the face of economic shock. Heo et al.
(2020) encourage further exploration incorporating psychological, behavioural and physiological
consideratfions they have drawn from theories of stress To lbeffer understand financial stress. Cwynar
et al. (2020) draw attention to the continuing lack of clarity around the role of inancial literacy across
The literature which confributes to the difficulty in predicting who—those more or less liferate—will
benefit from professional inancial advice. The obvious next step in this line of research is fo test the
deductions from the received theory and literature with an empirical approach. Af the time of wrifing,
the ongoing global pandemic provides one potential setfing to do so.
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The impact of additfional fraining for financial advisers in crisis management and response, and
behavioural sciences, is worthy of further consideration. Additionally, a greater understanding of

the how the advice process provides the capacity for the client, no matter their situation, to act on
advice is needed. This could also include comparisons between advised and non-advised clients,
and propensity for behavioural biases leading to ineffective decision-making, particularly investment
decisions when faced with market turmaoil in a crisis. Finally, given the speed with which crises can
unfold, we concur with Brackertz (2012) in the call for future research that examines the barriers that
delay or prevent people from accessing financial services. Overall, as noted by MacDonald et al.
(2021), the body of literature in financial advice must develop and grow in order fo adequately inform
policy and practice. We surmise that the role of advice in a crisis is an additional area in need of such
affention.
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