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CONSULTANCY

FRICTION IN WEALTHTECH

Why a beautiful Ul doesn’'t guarantee AUM

Executive Summary

Many WealthTech platforms launch with exceptional software but stall
severely at the point of commercial execution. The primary diagnostic
error is mistaking a frictionless user interface for a structurally viable
financial proposition. To scale Assets Under Management (AUM)
sustainably, founders must bridge the gap between the “factory” and
the "shop floor," rigorously aligning their underlying financial product
architecture with the psychological and regulatory realities of retail
distribution.



Briefing
The Ul lllusion vs. Commercial Reality

A recurring structural flaw in the modern wealth sector originates
from the composition of the founding executive team. Many
WealthTech founders enter the arena from the pure technology
sector, rather than institutional finance. They operate on the
fundamental assumption that if an application is beautiful, fast, and
removes all user friction, mass adoption—and subsequent AUM
growth—is an inevitable outcome.

This is the Ul Illusion.

Software is purchased for convenience; wealth management is
entrusted for security. You can engineer the most elegant onboarding
sequence in the market, but if the underlying mathematical
architecture of your proposition does not perfectly align with the
complexities of retail distribution, the product will fail to scale. When
growth stalls, tech-native leadership teams often attempt to iterate
their way out of the problem by optimizing button colors, refining UX
pathways, or inflating top-of-funnel marketing spend. This is a severe
misallocation of capital. In wealth management, the friction
preventing scale is rarely digital; it is structural.

The Mathematical Architecture of Distribution Friction

Institutional financial products are built in the "factory"—designed by
actuaries and quantitative teams optimizing for capital requirements,
risk margins, and yield. However, when these institutional pricing
models hit the retail "shop floor,” they frequently shatter.

A successful WealthTech distribution strategy requires acting as a
commercial translator between these two environments. Consider
the fundamental difference between a product built purely for tech
acquisition and one engineered for long-term wealth distribution.



Pricing Model

IFA Integration

Risk Calibration

Behavioral Design

Flat subscription fee (Saa$S
model); encourages high
user volume but repels
mass-affluent capital due to
perceived lack of bespoke
value.

Bypasses the adviser
entirely, viewing them as an
obsolete middleman.
Creates immediate friction
with the £1.2T advised
market.

Algorithmic "one-size-fits-
all" risk profiling; optimizes
for speed but fails suitability

requirements for higher-net-

worth cohorts.

Gamification of trades;
encourages frequent, low-
value transactions that
systematically erode long-
term compounding.

Tiered basis-point (bps)
model integrated with
complex tax wrappers; aligns
platform revenue directly
with client wealth
accumulation.

API-first adviser portals;
empowers the IFA to white-
label the tech, transforming

the adviser into a scalable
distribution node.

Dynamic, stochastic
modeling; satisfies
regulatory demands while
adapting to complex, multi-
decade drawdown
scenarios.

Intentional, positive friction;
introduces necessary
pauses for major capital
events to prevent emotional
decision-making.

Building a financial product architecture that relies solely on a "Tech-
First” approach virtually guarantees high user churn and microscopic

average account balances.



The Psychology and Compliance of the ‘Shop Floor’

The mathematical design of a product must account for human
behavior. In retail wealth distribution, the end-client (or their
Independent Financial Adviser) does not allocate £500,000 of
retirement capital based on a slick mobile dashboard. They allocate
capital based on trust, structural safety, loss aversion, and tax
efficiency.

Failing to design for these psychological realities creates
insurmountable barriers to scale. If your platform lacks the structural
depth to handle a complex SIPP transfer or mitigate inheritance tax,
affluent users will treat your product as a novelty, not a primary
wealth vehicle.

Furthermore, regulatory friction acts as a silent tax on poorly
engineered propositions. Under frameworks like the FCA’'s Consumer
Duty, platforms must definitively prove that their pricing and
communication models deliver foreseeable good. A beautiful Ul that
seamlessly funnels clients into a mathematically misaligned
investment wrapper is not considered a technological innovation; it is
categorized as a systemic regulatory risk.

Calculating the Cost of Structural Friction: D2C vs. B2B2C

To bridge the gap between the factory and the shop floor, C-suite
leaders must apply rigorous, objective analysis to their Go-To-Market
execution. We can quantify the cost of structural friction by
contrasting two different distribution models:

e Scenario A: The Flawed D2C Architecture. A direct-to-
consumer WealthTech acquires 10,000 users at a highly
optimized Customer Acquisition Cost (CAC) of £60, resulting in a
total capital outlay of £600,000. Because the product lacks
integrated pension tooling, high-net-worth users abandon the
platform. The average account size stagnates at £1,500. The
platform holds £15,000,000 in AUM. At a 0.45% fee, it generates



£67,500 in annual revenue. The payback period on the acquisition
spend stretches to a completely unsustainable nine years.

e Scenario B: The Alighed B2B2C Architecture. A competitor re-
engineers their product architecture to integrate seamlessly with
the advised market, pivoting to acquire 50 IFA practices. The
enterprise CAC is £5,000 per firm, resulting in a lower total capital
outlay of £250,000. Each IFA transitions an average of
£2,000,000 in client assets onto the platform. The platform
secures £100,000,000 in AUM. At a highly competitive 0.15% fee,
it generates £150,000 in annual revenue.

In Scenario A, the technology worked flawlessly. The Ul converted the
leads. But the underlying product architecture actively repelled the
capital required to achieve operational leverage. When the math, the
technology, and the distribution strategy are structurally aligned,
scaling is no longer a matter of brute commercial force; it becomes
an inevitable mathematical outcome.



Mandates & Advisory: Mark Woodruff Consultancy operates
exclusively on a B2B basis, providing commercial strategy, fractional
board advisory, Al governance, and executive actuarial oversight for

financial institutions and scaling SMEs.

To discuss a specific mandate, contact Mark Woodruff Consultancy
directly.

Disclaimer: This briefing is for informational and educational purposes
only. It does not constitute formal regulatory, legal, or specific
corporate financial advice. Professional engagements are subject to a
formal letter of agreement.
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