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Millennials realise they don’t know much about investing

from all this?
It comes down to delivering to millennials what
they want from the financial industry. And the data
demonstrates just what that is. It isn’t robo-advice,
cryptocurrencies, or the extravagant returns that the
clichés suggest. Rather what millennials want are financial educators. They want advisers who will fill in
their knowledge gaps, keep their interests at the forefront, and customise approaches to meet their needs.
Unhelpful stereotypes aside, what millennials
want isn’t much different from what any reasonable
person of any generation would want in an adviser.
And it’s the finance professionals who can best deliver those desired services who will successfully navigate the massive wealth transfer that will take place
over the next several decades.

They may be tech savvy, but they still want financial educators, not robo-advisers, to fill in their knowledge gaps

E

VERYONE thinks they have millennials figured
out. But a new report suggests we don’t know
what we think we know about this critical demographic, especially when it comes to investing.
And that’s a big deal for finance professionals.
Think about it: Millennials are poised to inherit about
US$30 trillion in the next 30 years. If advisers plan on
managing any of that wealth, they better develop an
understanding of this next generation of investors.
Based on the data in “Uncertain Futures: 7 Myths
about Millennials and Investing”, a study of US investors conducted by the FINRA Investor Education
Foundation and CFA Institute, the first step to gaining
that understanding is forgetting everything we’ve
heard about millennials and money.
That’s no easy task. The conventional wisdom
about millennials – those born between 1981 and
1996 – fits into a nice, neat little narrative. As a group,
they are fairly homogeneous, it is assumed. They are
ambitious and overconfident. Since they grew up in
the digital age, they are tech savvy and naturally inclined towards robo advice and cryptocurrencies, but

having come of age amid the Great Recession, they
carry more debt, have less income, and are naturally
mistrustful of the financial industry and finance professionals.
Yet the study’s results, culled from eight focus
groups and a 2018 online survey of nearly 3,000 millennials, baby boomers, and Gen Xers, unravel each of
these assumptions and reveal a much more diverse
and complicated cohort than the popular stereotypes
imply.
When it comes to financial goals, the assumed overconfidence and ambition of millennials should translate into expectations of early retirement. But the data
does not bear this out: Only 3 per cent of millennials
with taxable retirement accounts anticipate retiring
before age 50, and a sizeable proportion of millennials don’t expect to retire at all. Moreover, the goals of
non-investing millennials are exceptionally modest,
with 40 per cent of this group saying that their top
goal is simply not living paycheck to paycheck. The
goals of millennials with taxable accounts line up
fairly well with those of Gen Xers and baby boomers

who also have such accounts.
Other data points from the study further undermine the millennial overconfidence meme. Among all
millennial segments, there is widespread acknowledgment that there is much about investing that they
don’t know, that far from being overconfident, they believe they have broad gaps in their investment knowledge and skills.
Indeed, notwithstanding their presumed tech
savvy, millennials are not especially well informed or
curious about robo-advisers. Of those surveyed, 37
per cent had never heard of robo-advisers, and only
16 per cent said they were very or extremely interested in them. Moreover, when working with a financial professional, more than half of the millennials
studied said they’d prefer to do so face to face. They
were similarly unimpressed with cryptocurrencies.
So what about trust? Millennials have had to navigate the most difficult economic landscape of any generation since the Great Depression. The financial
crisis has defined their world and shaped their expectations. Surely advisers can expect to have a more diffi-
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cult time convincing them to take a chance and entrust them with their money, right? Apparently not.
Contrary to popular wisdom, the difficult economic
times have not made millennials overly sceptical of
finance professionals or the finance industry. According to the study, 41 per cent of millennials with retirement or taxable accounts work with an adviser and 72
per cent of these are either very or extremely satisfied
with them. Finally, only 15 per cent of those millennials not using an investment professional said it was
due to a lack of trust.
So what should finance professionals take away

What millennials want isn’t much
different from what any reasonable
person of any generation would want in
an adviser... (one who) will keep their
interests at the forefront, and customise
approaches to meet their needs.
///////////////////////////////////////////////////////////////////////////

The complete report, Uncertain Futures: 7 Myths
about Millennials, and full survey data can be
accessed on the CFA Institute website. This report
is adapted from a column published recently on
the Enterprising Investor blog of CFA Institute
(https://blogs.cfainstitute.org/investor/) and is
reprinted here with permission from CFA Institute.

✑ Paul McCaffrey is the editor of Enterprising
Investor at CFA Institute. He holds a BA in English
from Vassar College and an MA in journalism from
the City University of New York (CUNY) Graduate
School of Journalism.

7 myths about millennials and investing
Many millennials do not invest, which can hinder their ability to achieve
important goals, like purchasing a home or retiring comfortably. This
infographic illustrates the financial behaviour and attitudes of three
millennial groups− those with no investment accounts, those with only
retirement accounts and those with taxable investment accounts.
It also compares millennials to prior generations and
examines the pathways that millennials follow to investing.
Millennial
Born: 1981-1996

No investment accounts
of any kind retirement
account only:
Employer-sponsored retirement account and/or an IRA
Taxable investment account:
Mutual funds/ETFs, stocks/bonds, etc., held outside of a
retirement account

Gen X
Born: 1965-1980

Taxable investment
account: Mutual
funds/ETFs,
stocks/bonds, etc.,
held outside of a
retirement account

Taxable investment
account: Mutual
funds/ETFs,
stocks/bonds, etc.,
held outside of a
retirement account

13%
17%

of all millennials reported that
they will never retire because
they cannot afford it.
of non-investing millennials
reported that they will not retire
because they cannot afford it.

4 in10 cite lack of
knowledge as a major
barrier to investing.

Millennials are wary of the financial services industry and by extension,
financial professionals.
Reality: Millennials acknowledge and respect the expertise that financial
professionals can provide.

External sources like parents or family
members are key factors influencing
millennials’ decision to start investing.

69% 39%

Millennials with
taxable accounts

Millennials with no
investment accounts

Spoke to their parents or other family
members about investing

MYTH 3

Top financial
goals among
non-investing
millennials
able
37% Being
to pay
monthly
bills

40%
1,000
1,000

33%

Having
savings for
unexpected
expenses

21%

More
% than half

54

of millennials with taxable
investment accounts lack
confidence making investment
decisions.

ONLY

15%

72%

of millennials
working with a
financial
professional are
very or extremely
satisfied.

Not at
all
satisfied

of millennials not
working with a
financial professional
cite lack of trust as a
reason.

Very or extremely satisfied
with their financial
professional

Do not trust financial
professionals

Millennials overestimate the investable assets needed to work
with a financial professional.
Reality: In fact, millennials underestimate the investable assets needed.

Non-investing millennials
Not living
paycheck
to paycheck

Somewhat
satisfied

Millennials gravitate towards electronic
communication and robo-advisers.
Reality: Despite coming of age in a digital world, 58% of millennials
prefer to work face to face with a financial professional, on par with
baby boomers (60%) and Gen Xers (58%).

16%

Only

ONLY

3%
of millennials use a
robo-adviser

of millennials express
strong interest in using
robo-advisers.

44%
Not at all or not
very interested

39%

16%

Somewhat
interested

Very or
extremely
interested

MYTH 5

Millennials are overconfident in general, so they are
probably overconfident about investing.
Reality: When it comes to making decisions about investing,
millennials are not so self-assured.

Millennials have lofty financial goals.
Reality: Millennials’ financial goals are modest.

MYTH 6

MYTH 4

39%

Baby Boomer
Born: 1946-1964

MYTH 1

Millennial investors and
non-investors expect to retire at
65, the traditional retirement age.

MYTH 2
Income and debt are the key barriers to investing.
Reality: While debt and income are major barriers to
investing, not having enough knowledge about investing is
also a critical barrier.

42%

37%

20%

Millennials with retirement accounts only

21%

49%

30%

Millennials with taxable investment accounts

47%
Very or
extremely
confident

43%
Somewhat
confident

11%
Not at all or
not very
confident

of millennials believe
there is no minimum
amount needed to work
with a financial
professional.

6 in 10

believe a financial
professional would work
with them if they had
US$10k or less.

Millennials lack guideposts for pricing financial advice.

42%

say they don’t know what
type of fee financial
professionals charge for
their services.

77%

of those who estimate believe it is
5 per cent or more of invested
assets (compared to 46% of Gen
Xers and 31% of baby boomers).

MYTH 7
All millennials are the same and have similar investing
attitudes and behaviou rs.
Reality: There are disparities along geographical, gender
and racial lines.

23%
Rural At Risk

Urban millennials are
50% more likely than
rural millennials to own
taxable investment
accounts.

33%

Less Confident

Fewer female
millennials are confident
making investment
decisions compared to
male millennials.

Falling Behind

African-Americans
and Hispanics are
about 29% less likely
than whites to own
taxable accounts.
Sources: CFA Institute, FINRA

