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INTRODUCTION
At a time when the value of advice has been questioned 
by the Royal Commission into Misconduct in the Banking, 
Superannuation and Financial Services Industry, a new report 
reinforces the fundamental benefits of professional advice.
The value of advice is different to different people at different stages and events of their lives. 
But it’s almost impossible for a consumer to understand and appreciate the value of advice 
unless they experience it first-hand.

People who work in the financial advice industry know intuitively that individuals and 
families who receive good advice are, generally speaking, demonstrably better off for it. But 
quantifying and explaining the value of good advice and the benefit of working with a good 
adviser is not necessarily a straightforward task.

Life is complicated; every client’s financial needs are different. They have personal goals and 
objectives, varying financial resources, and a range of different priorities. Even so, this white 
paper demonstrates clearly that in the vast majority of cases, and for the vast majority of 
clients, there is an appreciable and measurable benefit in receiving good advice. And as a 
general rule, the earlier advice is obtained, the better the end result for the client.

The value of advice extends well beyond financial issues. A solid financial plan is a foundation 
upon which other elements of individual and family wellbeing can be constructed. Advice 
addresses financial, emotional and behavioural issues.

The emotional and behavioural aspects of advice are equally valuable, and flow on from the 
demonstrable financial benefits. The emotional and behavioural benefits include greater 
confidence in financial decision making, greater peace of mind, and enhanced confidence 
around budgeting and spending decisions.

FINANCIAL BENEFITS
Good advice leads to better financial decision making. Advised clients typically pay less tax, 
have little to no bad debt, and have their money working harder for them.

The financial benefits of advice may be quantified by comparing the results achieved as a 
consequence of advice with results achieved had no advice been sought. These benefits 
can include more income in retirement, lower interest payments, lower tax bills and 
demonstrably enhanced net wealth at key milestones, and in the face of unexpected life 
events.

The white paper provides three case studies of clients at different points in their financial 
life cycle and demonstrates clearly the significant value of advice in each scenario. Even for 
a couple in their mid- to late 50s, who take up advice for the first time, receive considerable 
value from advice, creating significantly greater wealth both at retirement and through 
retirement to age 90.



4 2018 AFA Report

SIMON HOYLE, COREDATA RESEARCH, HEAD OF MARKET INSIGHT

EMOTIONAL BENEFITS
Advice addresses issues related to day-to-day wellbeing and happiness. Research participants 
indicate clear and significant emotional benefits emerging from the advice experience. 
A major element of the advice value proposition relates to peace of mind and greater 
confidence in managing finances.

A solid financial foundation provided by a good advice relationship leads to greater 
confidence in preparedness for key life events, such as retirement, with the white paper 
finding that eight in 10 (82.7 per cent) clients who’ve received advice say they are very well 
or reasonably well prepared for retirement, compared to just a third (33.0 per cent) of non-
advised clients.

Almost 80 per cent (79.4 per cent) of respondents say that an advice relationship contributes 
to greater peace of mind. And with that peace of mind comes clarity, and an ability to better 
manage finances – more than 80 per cent (81.5 per cent) of survey respondents say financial 
advice has given them more confidence in making financial decisions.

BEHAVIOURAL BENEFITS
Advice addresses longer-term, structural habits. Financial advice trains better behavior and 
advised clients report being more in control of their finances than unadvised individuals.

The value of advice is reflected in how it changes people’s habits. Advised clients save more 
and are better prepared to deal with life’s unexpected events. 

More than half (54.9 per cent) of the survey respondents say that as a result of receiving 
advice they now save more; and 60 per cent say that since receiving advice they’re better 
equipped to handle sudden, one-off costs.

More than half (50.2 per cent) of clients who receive financial advice say they could cover 
living expenses for six months or longer if they were suddenly unable to work; only about half 
as many (26.2 per cent) unadvised individuals can say the same thing. 

Despite the clear and obvious value of advice, at a financial, emotional and behavioural level, 
the penetration of advice services in the overall Australian population remains relatively low. 

But the outlook for the advice industry remains fundamentally sound, notwithstanding 
current regulatory uncertainty, and is driven primarily by demographic factors such as the 
Baby Boomer generation moving into retirement, and significant intergenerational transfers 
of wealth.

This white paper provides a clear evidence-based foundation on which to explain and 
describe the value of advice.
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WHAT BENEFITS CAN ADVICE PROVIDE?

HOW IS FINANCIAL STRESS 
AFFECTING PEOPLE’S LIVES?

Receiving advice, and the adviser community are able to have a 
positive well-rounded impact on people’s lives.

Confusion, mistrust and poor financial 
literacy amongst the Australian 
community is causing financial stress. 
Financial stress impacts people’s lives in 
a number of different ways.

EMOTIONAL
Emotional benefits relate to day-
to-day wellbeing and happiness. 
Research participants indicated 
significant emotional benefits of 
financial advice. Peace of mind 
and confidence with managing 

finances was a major value 
proposition of financial advice.

FINANCIAL
Financial advice leads to better 

decisions. Advised clients 
typically pay less tax, have little 

to no bad debt and have their 
money working harder for them.

BEHAVIOURAL
Behavioural benefits are longer 
term structural habits. Financial 

advice encourages better 
behaviours. Advised clients are 

more in control of their finances 
than unadvised individuals.

How often do you worry about money? 
 (at least weekly)

23.5%
Advised

47.2%
Unadvised

$
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BARRIERS TO 
FINANCIAL ADVICE
What is stopping you from receiving financial advice?

I am confident I can manage my 
own finances 

I do not think  
financial planners are  
trustworthy enough 

The services of a financial planner 
are too expensive (this is the top 
response for females and those 
between the ages of 40 and 60)

of those who have never received financial advice would consider it.

46.9% 31.1% 13.5%

71.1%
RESEARCH METHODOLOGY

SCENARIOS  
DEVELOPED

ADVICE  
PROVIDED

SCENARIOS 
MODELLED

• Developed by 
CoreData

• Three scenarios 
created to reflect 
the financial 
circumstances 
of everyday 
Australians, as 
informed by our 
research experience 
and ABS data.

• All three scenarios 
provided with mock 
‘financial advice’ by 
a highly qualified 
and experienced  
financial adviser.

• A paraplanner 
working with the 
financial adviser 
then modelled 
the three sets of 
scenarios with 
XPLAN, with and 
without financial 
advice.
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SCENARIO 1
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THE BIG CHECK UP
 GEORGE AND SARAH

Couple in their mid 50s to early 60s who are up for the ‘big check-up’ as retirement is 
fast approaching.

George and Sarah can almost taste retirement but are unsure whether the amount of 
super they have accumulated will cover the lifestyle they desire. As the children move 
into adulthood, and the costly teenage years are behind them, George and Sarah 
have some additional discretionary income to invest but don’t know where to start.

At the start of the simulation, George (60.5) and Sarah (56.5) had;

JOINT INCOME
BEFORE TAX

JOINT TOTAL 
EXPENSES$150,000 p.a.

$116,455 p.a.

JOINT NET 
FINANCIAL ASSETS

JOINT LIABILITIES

$249,000

$86,000

JOINT
SUPERANNUATION

$310,000
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THEIR FINANCIAL ADVICE

FOR GEORGE AND SARAH, THE VALUE OF ADVICE IS...

SUPER
• George to commence salary 

sacrifice to maximise his 
concessional cap.

• Sarah to commence salary 
sacrifice $15,000 pa to her super.

MORTGAGE
• Cashflow surplus as additional 

repayments to home mortgage, 
$80,000 outstanding.

• Once the mortgage is repaid, 
Sarah to make non-concessional 
contributions from cashflow 
surplus to her super.

RETIREMENT
• At retirement age (65)  each 

commence an account based 
pension and draw income.
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FINANCIAL ASSETS 
AT RETIREMENT TOTAL TAX PAID PAID IN INTEREST 

EXPENSE
AVERAGE ANNUAL 
ACCOUNT-BASED 

PENSION

+$127,000 -$127,000 -$38,400 $54,000

35% LESS TAX OVER A LIFETIME
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SCENARIO 2



12 2018 AFA Report

LOSS OF A PARTNER
NICKI

INCOME
BEFORE TAX

TOTAL EXPENSES$60,000 p.a.
$55,968 p.a.

NET FINANCIAL ASSETS*

TOTAL LIABILITIES

$446,500

$201,000

NICKI’S SUPERANNUATION

$8,000

LIFE INSURANCE 
PAYOUT

$500,000

Nicki unfortunately lost her partner recently and is dealing with the emotional, 
familial and financial consequences.

Nicki, thrust into a difficult situation, wants to ensure that the standard of living that 
she and her three kids appreciate is not diminished. She also wants to be able to 
mourn without burdensome concerns about money.

Nicki sought a financial adviser to help her maximise the utility of her husband’s life 
insurance pay out and superannuation of $500,000 and $120,000 respectively. She 
is unsure of what to do with the money. She has many options – put it in her bank 
account, her super, investment account or pay down debt. This is the first time she 
has sought financial advice.

At the start of the simulation, Nicki (40.5) had;

HER PARTNER’S SUPERANNUATION

$120,000
*INCLUDING HER PARTNER’S SUPERANNUATION AND LIFE INSURANCE PAYOUT
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HER FINANCIAL ADVICE

TO NICKI, THE VALUE OF ADVICE IS...

TWICE AS MUCH WEALTH AT RETIREMENT

DEATH BENEFIT
• Repay the home mortgage, $200,000 outstanding.

• Repay the credit card debt, $1,000 outstanding.

• Invest $319K into an investment and have income 
fund education costs and then reinvest income once 
this cost has finished.

• Make a non-concessional contribution to super  
of $100K.

SUPER AND RETIREMENT
• Salary sacrifice $10,000 to super per year until 

retirement (67).

• Commence an account based pension with  
super balance.
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30% MORE INCOME OVER A LIFETIME

AVERAGE ANNUAL 
INCOME

NPV NET FINANCIAL 
ASSETS AT 

RETIREMENT

AVERAGE ROI  
POST-TAX 

ANNUALLY

AVERAGE ANNUAL 
ACCOUNT-BASED 

PENSION

+$29,000 +$686,000 +6.2% $71,000

The difference in income between the advised and unadvised models during working life is a result of the 
extra dividends earned from investments in the advised model.

After retirement, the additional income earned is due to the advised model’s large account-based pension, 
exceeding the income that the unadvised model receives in government pensions and what is available to be 

drawn down from superannuation savings.
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SCENARIO 3
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EARLY STARTERS
RICHARD AND HANNAH

Hannah and Richard are a couple in their early thirties, looking to get a head start in 
securing their financial future.

The difficulty for Hannah and Richard is that they do not know where to start. They 
have little experience managing their affairs properly but know that it’s increasingly 
necessary for them to use their net cashflow efficiently. With so many options to 
divert net cashflow, they’re looking for someone to explain to them which vehicle will 
offer them the greatest reward.

Hannah and Richard also know that life is full of surprises, some of which can be 
devastating for their family’s financial health. They’re looking for insurance to shore up 
their family’s standard of living against potential shocks to their ability to earn income.

At the start of the simulation, Richard(34.5) and Hannah (32.5) had;

JOINT INCOME
BEFORE TAX

JOINT TOTAL 
EXPENSES$251,376 p.a.

$177,812 p.a.

NET FINANCIAL 
ASSETS

TOTAL LIABILITIES

$227,000

$750,000
JOINT

SUPERANNUATION

$180,000
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THEIR FINANCIAL ADVICE

FOR RICHARD AND HANNAH, THE VALUE OF ADVICE IS...
25% MORE WEALTH AT AGE 60

INCOME PROTECTION 
INSURANCE

• Income protection insurance 
(75% of gross income) for each, to 
age 65 with 90 day wait. Richard 
& Hannah covered for $10k and 
$5.6k per month respectively.

LIFE AND TPD INSURANCE
• Life & TPD insurance for each, 

paid from super. Richard & 
Hannah covered for life $1.35m 
each, TPD $800k each.

TRAUMA INSURANCE
• Trauma insurance for each. 

Richard and Hannah covered  
for $100k each.

MORTGAGE
• Make additional $10k per annum 

mortgage repayments (loan 
repaid in 27 years), to a mortgage 
of $750,000.

CASHFLOW SURPLUS
• Invest cash flow surplus into a 

managed portfolio with income 
reinvested.
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GREATER RETURN ON INVESTMENT

FINANCIAL ASSETS 
AT AGE 61

TPD INSURANCE 
COVER

AVERAGE ROI  
POST-TAX  

ANNUALLY

INCOME PROTECTION 
INSURANCE  

COVER
(PER MONTH)

TRAUMA 
INSURANCE  

COVER

LIFE INSURANCE 
COVER

+$708,000

+$1.6m

+ 4.24%

+$15,600

+$200,000

+$2.7m
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ASSUMPTIONS
• CONSISTENT RETURNS - Superannuation funds and banks do not earn a different rate of 

return between the advised and unadvised scenario.

• CONSISTENT LIVELIHOOD - The advised scenarios do not earn a greater livelihood from 
employment by switching jobs, etc.

• CONSISTENT LIVING EXPENSES - Living expenses (excluding insurance and advice) is 
assumed to be the same in both the advised and unadvised scenarios.

• EXCESS INCOME DISTRIBUTED TO BANK ACCOUNT - In both the advised and unadvised 
scenarios, income (net of expenses and salary sacrifice) is distributed to a bank account, 
unless advice specifies to do otherwise.

• COST OF ADVICE - We assumed the cost of advice as $5000 first year and then $1200 
every year. This is obviously expensed in the advised scenario. 

• CONSERVATIVE OUTLOOK - The model has erred to conservative estimates by assuming 
the advised households are not advised to take on abnormal risks. That is, there is no 
option to increase the return profile of superannuation or investment accounts in the 
advised or unadvised model.
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EMOTIONAL BENEFITS

FINANCIAL SECURITY
Through appropriate strategies and tools, financial advisers can provide the necessary support and debt 

management strategies to ensure long term financial safety for themselves and their families.

PEACE OF MIND
Our research demonstrates 

that the value of advice extends 
well beyond just monetary 

benefits. The majority of people 
who have received financial 

advice agree that that advice 
has enabled them to have more 
“peace of mind” and experience 

better overall wellbeing. 

79.4%
Since I received financial 

advice, I have more peace 
of mind

FINANCIAL CONFIDENCE
Financial literacy is a key barrier to many people taking control of 

their financial situation. Financial advice can provide the necessary 
tools and knowledge to gain financial confidence and direction. 

I don’t feel completely financially 
secure for the future  

(Agree or strongly agree)

I don’t feel completely financially secure for the future

Unadvised

Advised

0%

10%

20%

30%

40%

Strongly agree Agree Neither agree 
nor disagree

Disagree Strongly 
Disagree

Advised
Unadvised

35.5%

58.9%

My financial planner has helped me 
achieve my personal goals  
(agree or strongly agree) 

My financial planner has helped me 
achieve my financial goals  
(agree or strongly agree) 

57.5%
Advised

73.7%
Advised

81.5%
Confident

Advised

47.4%
Confident

Previously Advised
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BEHAVIOURAL BENEFITS
DAY-TO-DAY PREPAREDNESS

Advice can provide an immediate impact by setting 
up day-to-day budget and expenditure targets so that 

longer term savings and lifestyle goals can be met.

RETIREMENT PREPAREDNESS
The great Australian retirement is a dream that financial 

advice can make a reality. Realistic, achievable and 
appropriate strategies, put in place early, can support 
people to envisage how their own retirement will look 
and how they will be financially positioned to ensure it 

is sustainable for the whole of life. 

DISTRESS PREPAREDNESS
Financial advice puts in place measures that allows clients to be prepared for any unexpected circumstances. 

By being prepared for these situations it allows clients to live with peace of mind that if anything was to 
happen, they would be financially prepared. 

82.7%
Advised

42.5%
Advised

33%
Unadvised

20.4%
Unadvised

How well prepared financially do you feel for  
your retirement?

Are there any financial decisions you know you need 
to make but tend to avoid? 

“How much should I be saving regularly?” 

Since I received financial 
advice, I save more money

Since I received financial 
advice, I’m more equipped to 
handle sudden, one-off costs

Comfortable retirement at current level of savings

How long would you estimate you are covered for in 
the event you are unable to work? I sometimes worry about 

what I would do if my 
partner or I lost my job/was 

not able to work 
 (agree or strongly agree) 

If you were suddenly unemployed/unable to work 
for more than 3 months you would have to rely on 

family or friends?

Very well or 
reasonably well 

prepared

54.9% 60%

15.5%
Advised

40.6%
Unadvised

0%

10%

20%

30%

40%

50%

60%

Advised Unadvised

28.4%

53.9%

21.4% 19.9%

50.2%

26.2%

Less than 3 months 3 - 6 months More than 6 months 37.1%
Advised

12.1%
Advised

56.4%
Unadvised

24.1%
Unadvised
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ACTUAL VALUE OF ADVICE
“I feel like the world has lifted off my 

shoulders now that I have a plan. I won’t 
have a huge nest egg, but what money I do 

have is working harder for me” 

– 62, Female, WA

“If I was doing it on my own 
we’d be making lots of mistakes 

and probably losing money. 
They’re in a position where 

they’ve been there and done 
that and can provide the 

roadway” 

- 42, Female, VIC

“They made it simpler and 
explained my situation in 

terms I could understand”

 – 63, Female, NSW

“Someone that’s 
like a guide or 
just almost a 

mentor…a financial 
mentor as much 

as a financial 
planner as such. 
It’s important.  

I like it.”

- 38, Male, VIC

“Knowing someone else 
cares about your journey 
and your dreams makes 

everything easier”

 – 45, Female, QLD

“Professional advice 
has shaped my thinking 

completely and allowed me 
to be more financially fit”

– 28, Male, NSW

“He’s very straightforward, there’s no fluff. 
Yes we have joked as mates but when 
it comes down to the finances, to the 

numbers and the real work it’s very matter 
of fact and very professional.” 

- 67, Male, NSW
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SUMMARY

WHAT BENEFIT CAN EVERYDAY AUSTRALIANS SEE 
FROM THE PROVISION OF FINANCIAL ADVICE?

Confidence in financial decision making

Adding tangible value to assets  
in retirement

Confidence around budgeting and 
spending decisions

Peace of mind




