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MIDYEAR OUTLOOK

“Dow plummets as inflation hits 40-year high.” 
Recently we see headlines like this every day. Inflationary 
cycles bring more market volatility. The “rising tides” of the 
past decade are starting to ebb. When markets fall, investor 
complaints to regulators tend to rise. The SEC reported “a 
significant uptick in tips, complaints, and referrals” in 2020 
when the initial shock of the pandemic sent the markets into a 
tailspin and opened a window for schemers and scammers. As 
we again enter an unfamiliar and uncertain economic terrain, 
ensuring your compliance program is in order is essential.

Wealth management firms operate with the best inten-
tions and adhere to the principle of putting the investor’s 
interests ahead of their own. As a result, instances of outright 
fraud or abuse of client relationships are comparatively rare. 
However, even the best-intentioned firms may face stern 
warnings or penalties for minor infractions arising from over-
sights. More of these oversights occur as compliance becomes  
increasingly complex.

Two factors are driving this increased complexity. One is 
the regulations growing each year. The second is the volume 
of data firms have to sift through for answers. As firms add 
investors, assets and transaction volume, they generate more 
data, and their ability to monitor employee and client account 
activity becomes more challenging.

In volatile times, the SEC and FINRA look more close-
ly at investor risk issues: employee trading, protection of 
seniors, investment suitability, money laundering, and market 
manipulation. As a result, firms’ “exposure hygiene” in these 
areas must be impeccable. Additionally, they need effective 
surveillance capabilities to know what advisors recommend 
to clients and how they manage their portfolios.

Not surprisingly, firms are looking to technology to help 
solve these challenges. From our conversations with advisory 
clients, we are seeing a growing interest in “RegTech” solu-
tions to enable firms to meet their compliance obligations 
more thoroughly and efficiently. Firms are looking for solu-
tions to not only reduce the risk of errors and oversights but to 
demonstrate documented procedures and adequate controls 
to surface unauthorized behavior, as well as the means to test 
those controls regularly. 

Technology can give officers “eyes and ears” across the 
firm beyond human capacity. For example, workflow auto-
mation and integrations with core operational systems enable 

routine compliance checks with less time and effort, allow-
ing compliance teams to focus on escalated issues requiring 
deeper investigation and informed judgment.

However, to maximize on the benefits of a RegTech 
solution, advisory firms will want to make sure it can seam-
lessly integrate with their core wealth-stack and that it comes 
equipped with an extensive library of customizable compli-
ance tests. This will allow compliance teams to easily pull data 
and check account activity against a firm’s rules. 

Compliance is a challenge in the best of times and even 
more so when investors are nervous. As a result, firms must 
double down to demonstrate they always act in their clients’ 
best interests. Fortunately, the technology is here today to 
make that job more manageable and help CCOs sleep better 
at night. S
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