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Solving the advice paradox  
by getting the right information  
at the right price

By Jim Minto
Managing Director, TOWER Australia

In recent months there has been a great deal of attention paid to the introduction 
of the new ‘simple super’ rules on 1 July.

The concept of ‘simple super’ has significantly shifted the goal posts for 
consumers, for everyone in the industry, and it has helped eliminate some of the 
complexity which has built up around superannuation over the past 20 years.

It is to be hoped that over time, this complexity isn’t rebuilt. If that complexity is, 
indeed further reduced, as I believe it needs to be, then it should encourage more 
people to take an active interest in their super savings. 

Initially there were suggestions that ‘simple super’ would eliminate the need for 
financial advice for many. That is correct in a way. Fewer people need the technical 
complexity of super explained to them but the emphasis has now changed. 

Advice will move on to dealing with the best investment strategy for the client 
and the best way to implement that strategy. A very valuable consumer advice 
need is emerging around how best to draw down and spread capital and income 
over ones retirement given the uncertainties of health and mortality.   

A couple of things emerged more openly from ‘simple super’ which should, in 
fact, create an increased demand for financial advice but there is still the issue of 
whether the existing regulatory environment will allow all those who need it, to 
be able to get it.

Business jargon is often about creating win/win situations. That is, finding a 
solution that allows both parties to gain. It is also essential to business success for 
the consumer to emerge a ‘winner’.

After all, noone in the investment sector will grow and survive unless the consumer 
receives value from super and their relationship with the manager. 
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Financial ServiceS reForm
The Financial Services Reform (FSR) program introduced 
around three years ago was meant to make consumers the 
winners. It was, using other business/political jargon terms, 
meant to ‘level the playing field’ and create ‘transparency’. 

Unfortunately, it hasn’t always worked that way. Lofty goals of 
higher quality advice needed to be tempered with the practical 
need to make advice more accessible to more people.

At TOWER, we have always supported the broad concepts of 
FSR in that it was designed to build consumer confidence in 
the industry. Through FSR, the consumer was meant to have 
a higher level of trust in the advice they were receiving and the 
products they were buying.

We have also backed the ongoing changes to FSR which have 
largely benefited consumers by making the process a little bit 
simpler and improving access which was sharply reduced for 
most consumers in the immediate post FSR period.  

But it is also our belief that a further wave of review and change 
is needed in the short term. Perhaps it is time for a full review 
of FSR.

This is a purely logical assessment by us at TOWER driven by 
perceived consumer needs and this can dovetail neatly into the 
new ‘simple super’ regime. 

Looking ahead it is pretty clear a couple of key things will 
happen.

Under the existing compulsory super regime, coupled with 
simple super and the natural growth of the funds, super balances 
will continue to grow. Already funds have topped $1.1 trillion 
and are growing rapidly.

Super savings are now often people’s second largest asset after 
their home and feature largely in their retirement plans. More 
people are taking an interest in it. 

The present detachment some now feel toward their 9 per cent 
super saving is likely to fall especially as relying on Government 
backed retirement programs becomes less attractive for most.

Yet, despite ‘simple super’, the system is still seen as complex and 
alien to many. They are not switched on to financial services 
language. They need advice and questions answered. This will 

grow as the baby boomers increasingly look at retirement. 
Their children unless, financially successful themselves, are 
also unserved by advice.

This ‘alienation’ factors coupled with the fact that people  have 
a lot more in super should see a greater need and demand for 
financial education and advice. 

Even those who are planning to manage their super themselves 
will need advice to deal with regulatory issues and investment 
choices.

The advice paradox
A paradox though is that those who are most financially astute 
are probably already ahead of the game and have large sums 
built up – and often because they have already bought and 
used financial advice. The conflict in the current advice model 
is that it services those who are best placed to access it in any 
event and reduces access to advice from those with lower 
economic power. 

The Treasurer was right to attempt to simplify the withdrawal 
tax regime to help people self determine but people still need 
advice in most cases.

The challenge, and the changes required of FSR today,  are 
how to serve the ‘Middle Australia’ group who now struggle to 
get the advice around both investment and life insurance. Not 
only how to build wealth, but to protect it too.

To date, no FSR advice concessions have been made around 
life insurance but we do have a $15,000 advice simplification 
limit on investment introduced this year. 

When it comes to life insurance, middle Australia can’t get the 
essential advice they need because the cost of servicing them 
for the planner is high or they are unable to afford to pay for 
that necessary good advice.

Advice for many in this category is ‘cost-blocked’ because of 
FSR. At the moment the system remains over-engineered 
and those consumers who would be getting good advice and 
emerge winners, are not. 

Why should it cost close to $1,000 to provide life insurance or 
wealth protection advice today when for most consumers, that 
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is well in excess of the total annual premium they would need 
to pay to get appropriate cover?.

For investment, the problem will grow as Australia ages. As 
more people head toward retirement they will need good 
advice if they are to properly plan for a good retirement. They 
deserve our collective best efforts to resolve this.

Again, we should not think of this simplification issue as only 
about wealth creation. We should not forget wealth protection. 
Personal debt levels and incomes are rising exposing more 
people to financial risk should they have a serious accident, 
illness or worse, if a key income earner should die.

Wealth creation and wealth protection should go hand-in-hand 
and this is being recognised by larger sections of the community. 
But, unfortunately not necessary in the regulations.

There is a demand, and there will be increased demand, for 
more information about the levels of life insurance protection 
people should have and they will often be seeking that 
information from financial planners and advisers.

in Summary 
With ‘simple super’ increased wealth, increased indebtedness, 
and an aging population, consumers will demand more 
information and more advice but only if they can afford it.

Today, the average consumer is faced with complexity and 
confusion. They often have to deal with large documents and 
complex compliance structures when they really have just 
relatively simple questions.

If we can achieve change in FSR to meet those requirements, 
then the industry too must respond.

Product Disclosure documents must be shorter. They are well 
over 100 pages in many cases and for some advice situation 
consumers are provided with several to read. It is perhaps 
ridiculous to expect the average consumer to read, let alone 
understand on top of that, a 50 plus page statement of advice 
document that is full of industry terms and jargon

The consumer wants the information and should have it as 
it leads to transparency and increased trust but bulk complex 
documentation is not the way to do it. More is not automatically 
better.

It is pleasing to see that a number of other countries are now 
struggling with the same consumer advice and value issues. As 
a global regulation trend flowed through to create the present 
complex model, so too will there be a future trend to make it 
more practical and accessible. In the end consumers must win 
here and we must motivate ourselves collectively to deliver 
this.

Today’s inefficient and complex personal advice model should 
be overhauled to enable more providers to offer purely general 
advice to “middle Australia” through simple products and 
solutions. We must have a win-win result.
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