
www.razorplan.com 

Why financial advisors will never be replaced by robo-advisor technology.  

 

Dave Faulkner, CLU, CFP 

CEO Razor Logic Systems Inc. 
 

@FaulknersRazor ~ @RazorPlan 

The Value of Advice,  
ADVICE AND RETIREMENT INCOME 
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Disruptive Technology 

Invoice 

 

Tapping with hammer:        $50.00 

Knowing where to tap: $19,950.00 
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What is Value? 

Verb (action or state of being) 

Estimate the monetary worth of something 
“our average customer saves $1,500 / year in fees" 

synonyms: evaluate, assess, estimate, appraise, price 

Noun (person, place, thing, idea or quality) 

The regard that something is held to deserve  
“your advice, guidance, and support is of great value to me" 

synonyms: worth, advantage, benefit, gain, profit, help, merit 









Larry Bates, a veteran of the world of 

investment banking, spent about three 

decades in fixed income market in both 

Canada and London, is the developer of 

wealthgame.ca (an information-heavy 

website that’s just gone live) and an author 

(The Wealth Game book is scheduled for 

release later this year.) 

 

The T-Rex score, or an investor’s total 

return efficiency index, is one of the big 

breakthroughs in his work. “Your T-Rex 

Score represents the percentage of your 

total investment gain you actually get to 

keep,” said Bates, arguing investors need 

to be aware of the impact fees have on a 

portfolio’s overall return over different 

periods of time. 
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A 6.4% return is better than a 4.6% return! 
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Determine your T-Vex Score 
The T-VEX Calculator allows you to determine T-VEX Scores for  

an endless range of  vacation scenarios. 

5 STAR RESORT 3 START RESORT ANNUAL RETURN TIME (YEARS) 

$5,500 $3,250 6.4% 25 

T-VEX SCORE: 59%  
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 Lost Wealth 
$139,000 
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Determine your T-Bex Score 
The T-BEX Calculator allows you to determine T-BEX Scores for  

an endless range of  beer drinking scenarios. 

DRINKS AT THE BAR DRINKS AT HOME ANNUAL RETURN TIME (YEARS) 

$100/WEEK $16/WEEK 6.4% 25 

T-BEX SCORE: 16%  
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Determine your T-Sex Score 
The T-SEX Calculator allows you to determine T-SEX Scores for  

an endless range of  sports car lease scenarios. 

SPORTS CAR LEASE MINI-VAN LEASE ANNUAL RETURN TIME (YEARS) 

$850 $285 6.4% 25 

T-SEX SCORE: 34%  
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Lost Wealth 
$418,000 
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    Robo-advisor - VERB vs. NOUN - Human-advisor 
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Robo-advisor ROI: 6.0%: 

Human-advisor ROI: 5.0%: 

Annual income: $100,000 

RRSP Investment: $150,000 

Bill Mary 

$100,000 

$150,000 

RRSP Contribution: $350/m $350/m 

TFSA Investment: $35,000 $35,000 

TFSA Contribution: $2,000/y $2,000/y 

Age: 50 50 

Home: $500,000 

Joint 

Mortgage: $185,000 

Credit card debt: $10,000 





Total Return 6.75% 

 $6,797/month or $81,564/year after-tax in today’s dollars 



$370,000 portfolio 75 basis points on average 
autoinvest.ca, Canadian online investment fee calculator 

Robo-advisor Fees 



Robo-advisor Return 6.0% 

 $6,797/month or $81,564/year – after-tax in today’s dollars 
 $116,000 less investment capital at age 65 
 $955,000 of lost after-tax income in retirement 



Fees do matter, $194,000 worth!  

Robo-advisor Return 6.0% 



 $6,230/month or $74,760/year – after-tax in today’s dollars 
 New base-line to compare the Value of Advice 

Robo-advisor Return 6.0% 



Human Advisor Return 5.0% 

 $6,230/month or $74,760/year – after-tax in today’s dollars 
 $140,000 less investment capital at age 65 
 $912,000 of lost after-tax income in retirement 



Human Advisor Return 5.0% 

Fees do matter, $253,000 worth!  
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Vanguard Advisor’s Alpha 

advisors.vanguard.com 
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Vanguard Advisor’s Alpha 

advisors.vanguard.com 



 MTRs suggests that RRSPs may offer more value than TFSA. 

Human Advisor Return 5.0% 
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The Human Advisor’s Advice 

1. Allocate $14,000 from each TFSA and contribute it to RRSP and use 

the $10,000 tax refund to pay off high-interest credit card. 

2. Contribute $500 budgeted each month for credit card payments to 

RRSP along with the $2,000 they each have been contributing to 

TFSA annually. 

3. Increase savings each year by inflation. 

 



 Recommendation 1, 2 & 3 adds $205,000 in retirement savings, 
5 more years of income! 

Human Advisor Return 5.0% 
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The Human Advisor’s Advice 

1. Allocate $14,000 from each TFSA and contribute it to RRSP and use 

the $10,000 tax refund to pay off high-interest credit card. 

2. Contribute $500 budgeted each month for credit card payments to 

RRSP along with the $2,000 they each have been contributing to 

TFSA annually. 

3. Increase savings each year by inflation. 

4. Use $6,000 annual RRSP tax refund to increase mortgage payments.  

5. When the mortgage is paid off in 8 years, allocate the mortgage 

payment to RRSP contributions. 

 



 Recommendations 4 & 5 adds $236,000, surpassing robo-advisor. 
 At life expectancy: Human = $442,000 / Robo = ZERO! 

Advisor Return 5.0% 
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The Human Advisor’s Advice 

1. Allocate $14,000 from each TFSA and contribute it to RRSP and use 

the $10,000 tax refund to pay off high-interest credit card. 

2. Contribute $500 budgeted each month for credit card payments to 

RRSP along with the $2,000 they each have been contributing to 

TFSA annually. 

3. Increase savings each year by inflation. 

4. Use $6,000 annual RRSP tax refund to increase mortgage payments.  

5. When the mortgage is paid off in 8 years, allocate the mortgage 

payment to RRSP contributions. 

6. In 8 years when the mortgage is paid off, use RRSP tax refund to 

make TFSA contributions. 

 

 



 Recommendation 6 adds another $141,000 at retirement 
 At life expectancy: Human = $1,053,000 / Robo = ZERO! 

Human Advisor Return 5.0% 



 Cash Flow suggests other opportunities with the RRIF payments 

Human Advisor Return 5.0% 
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The Human Advisor’s Advice 

1. Allocate $14,000 from each TFSA and contribute it to RRSP and use 

the $10,000 tax refund to pay off high-interest credit card. 

2. Contribute $500 budgeted each month for credit card payments to 

RRSP along with the $2,000 they each have been contributing to 

TFSA annually. 

3. Increase savings each year by inflation. 

4. Use $6,000 annual RRSP tax refund to increase mortgage payments.  

5. When the mortgage is paid off in 8 years, allocate the mortgage 

payment to RRSP contributions. 

6. In 8 years when the mortgage is paid off, use RRSP tax refund to 

make TFSA contributions. 

7. Convert RRSP to RRIF at retirement to utilize lower tax brackets. 

 



 Starting RRIF payments at retirement, reduces the amount of 
excess income in later years 

Human Advisor Return 5.0% 



 Final recommendation… 
 Life expectancy: Human = $1,136,000 / Robo = ZERO! 

Human Advisor Return 5.0% 



 No OAS clawback, some Federal & Provincial Age Credit clawback. 

Human Advisor Return 5.0% 



Your Value of Advice = $7,000 Income 

Your Value of Advice = +1 year of retirement 

Your Value of Advice = 1.82% ROI 

Your Value of Advice = $288,000 Capital 

Human Advisor Return 5.0% 



Human Advisor vs. Robo-advisor 

Human-Advisor Robo-advisor 



Human Advisor vs. Total Return 

Human-Advisor Total Return 



Robo-advisor: Bill Dies at Age 82 

Mary runs out of money at age 89 
 $1,000,000 of lost after-tax retirement income 



Human Advisor: Bill Dies at Age 82 

Mary runs out of money at age 95 
 $62,000 of lost after-tax retirement income 
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What type of investor am I? 

The one question investors need to ask themselves! 

DIY 

Everyone else 

Knowledgeable 
& Engaged 

Confused or 
Discouraged 

Robo-advisor 
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What type of investor am I? 

The one question investors need to ask themselves! 

DIY 

Everyone else 

Knowledgeable 
& Engaged 

Confused or 
Discouraged 

For the DIY, 
Robo is added cost.  

    For everyone else, 
Robo is not a plan!  

Robo-advisor 
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The Bottom Line 

Using a Robo-advisor  
could cost you $1,000,000  
in lost retirement income! 



www.razorplan.com 

What Should You Do? 

1. Define your Value Proposition, and share it 

with your clients. 

2. Talk to your clients about the difference 

between Cost & Value. 

3. Review your Technology Stack, look for ways 

to improve efficiencies in your practice. 
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Follow us on Twitter 

@FaulknersRazor ~ @RazorPlan 

Thank You 

In the competitive world of digital investment platforms, 
you will not be replaced, you are the key to their survival. 


