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On last week’s “Behind the Markets” podcast, we spoke with Tom Desmond, the CFO of Ally

Invest, a digital securities broker and wealth management firm. Desmond founded the

online discount broker TradeKing, which was acquired by Ally Bank in 2016. TradeKing was

rebranded as Ally Invest, and now Desmond’s team is competing in the discount brokerage

space as well as managed portfolios and digital advisory services—the “robo-advisor”

world. 

For those unfamiliar with Ally Bank, one of its specialties is auto loans (it was spun

out of General Motors), but it has bigger aspirations to be known as a full-scale

financial services firm—what we might call a financial supermarket. Ally Bank is a fully

digital bank with no branches, and it uses the digital cost profile to offer 2% rates

for savings products, a rate it says is much higher than standard bank offerings. 

Desmond’s team at TradeKing raised capital in 2005 and launched the business in 2006; it

was one of the growth darlings of the industry, showing growth right into the run-up of

the crisis. The company’s clients went from trading 40 times a year before the crisis to

13–14 times a year because they were paralyzed by fear and volatility.

Trading activity has since climbed back; clients are now trading 18–20 times a year,

which Desmond said is higher than other online brokers. The contraction in business also

forced Desmond’s team to retool the business for the next wave of growth. 

Ally Invest Managed Portfolios competes with other robo-platforms. Approximately 55% of

its customers are millennials, higher than the 45% of millennials on Ally Invest’s

standard brokerage platform. 

Desmond pointed out that millennials came into their formative years in the investing

world during the financial crisis and are the generation that remains most affected by

the crisis. Desmond said baby boomers mentally moved on from the financial crisis, but

millennials have not because they are still very heavily allocated to savings products

and have fewer investing products.  

Desmond said that the average customer on the online brokerage platform held about 25%

of his or her assets in cash. That number declined over the past few years because of

robust markets, and it declined to about 17% in September—but it has since ticked

higher, to 18%.

Desmond sees behaviors being more focused on the long term in the client base for

managed portfolios, and clients have not rotated much between the 40/60 equity/fixed

income models and the 60/40 more growth-oriented models. 

While different client demographics have different goals, something that is common among

groups is anxiety associated with investing. Desmond mentioned that Ally Invest finds

two-thirds of Americans are scared of the investment process and markets, with 50%

scared they will make a mistake, 25% scared they will run out of money and 30% who don’t
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trust their financial advisor. 

An interesting insight across demographics is how millennials and baby boomers are

investing across the FAANG stocks—Facebook, Apple, Amazon, Netflix and Google. Over the

last four quarters at Ally Invest, Amazon has been the highest-traded stock on the

platform, and that is true across generations. But millennials trade these stocks about

25% more heavily than baby boomers, while generating 8% of platform trading overall. 

Consumerization Focus

Desmond wants a solution that is as easy to use as getting an Uber or as convenient and

effective as a Peloton workout. Ally Invest wants to customize the experience to fit the

modern lifestyle and get more personalized for its clients. It will be interesting to

watch the various offerings and how they compete in the digital space. 

Listen below to our full conversation with Tom Desmond.

 

 

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Volatility : A measure of the dispersion of actual returns around a particular average

level.&nbsp.
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