Why could your grandparents not invest with spare change but you can?

The traditional barrier:
Traditional Trading

® Professional advice required minimum wealth

Anyone

® Human advisors cost too much for small accounts

® Building a diversified portfolio needed thousands

Minimum: high

® Rebalancing and optimization were manual tasks

The algorithmic shift:
® Automation replaces human labor . .
P Core tension: Technology removed barriers to entry but not
® Fractional shares let you invest any amount barriers to success.
® Portfolio math runs at zero marginal cost

® Entry point drops from thousands to zero

The tension:
® Lower barriers increase participation
® But easier access does not equal better outcomes

® |nexperienced investors face new risks

Democratization means access for all, not success for all. The platform is open; the knowledge gap remains.

Traditional wealth management excluded the maioritv_through high minimums. Robo-advisors drobped barriers to near zero.



What was your first experience with investing — and what made it possible?

Think back to the first time you put money into an investment account:

® Was it a workplace retirement plan with automatic contributions?
® A mobile app that let you start with spare change?

® A traditional broker account requiring forms and minimums?

® An online platform with educational videos and guided setup?

Whatever your entry point was, ask yourself:
® What technology made it accessible to you?
® What would have stopped your grandparents from doing the same?
® Did you understand the risks, or did ease of use mask them?

The Accessibility Question

Does making investing easier make it safer, or just faster to make mistakes?

Reflection



What models exist for giving ordinary people access to investment markets?

Three primary models: Model Entry Risk
1. Robo-advisors Robo-advisor Low Medium
® Algorithmic portfolio construction using modern portfolio theory E;a;tli:::ilng \I{/T;Zi:?: Velr_i/igh}}gh
® Automated rebalancing and tax optimization Traditional High Medium
® Fees around one-quarter percent, minimums near zero
® Examples: digital wealth platforms globally Risk
AN
2. Fractional share platforms P2P@
® Buy tiny slices of expensive stocks
® Turn any dollar amount into diversified holdings Trad® Robo®
® Lower barriers but higher behavioral risk @Fractional
® Examples: commission-free trading apps
3. Peer-to-peer lending
® |Individuals lend directly to borrowers ) Access

® Access consumer credit as an asset class
Models trade entry barriers against risk exposure. No model eliminates

® Higher returns, higher default risk knowledge requirements.

® Examples: marketplace lending platforms

Each model lowers a different barrier: robo-advisors cut costs, fractional shares cut minimums, P2P cuts intermediaries. All increase
access: none guarantee success.



How does a fractional share platform turn small amounts into real investments?

The fractional share mechanism:

Step 1: Pooling

® Platform aggregates orders from many users

® User A wants ten dollars of stock X 3 ‘Sls
® User B wants fifteen dollars of stock X 0.30 sh 0_4‘5&,34 h
® Platform combines into a single purchase
Platform
Step 2: Allocation
® Platform buys whole shares at market price %33 = 1 share
® Platform holds shares in omnibus account M

® Users receive fractional entitlements

® Ownership is recorded digitally, not via certificates

Key limitation: Users do not own shares directly. They own claims

Step 3: Settlement against the platform. If the platform fails, recovery is uncertain.

® Dividends distributed proportionally
® Users can sell fractions at any time
® Platform matches sells with new buys when possible

® Whole shares traded only when net imbalance occurs

Fractional shares are accounting entries, not legal ownership. The platform is a custodian and single point of failure.




How are traditional brokerage and democratized investment architectures different?

Traditional brokerage: Architecture Comparison
® Human advisor assesses suitability Traditional Democratized

® Manual portfolio construction and review

® Trades executed per client instruction anual  Auto Algorithm

® High overhead, high minimums, high fees

® Personal relationship as competitive advantage anual Auto
® Algorithmic questionnaire determines risk profile

® Automated allocation using modern portfolio theory

Automation removes human bottlenecks but also removes human

® Continuous rebalancing without human input a S I nove
judgment. Cost drops; customization drops with it.

® Near-zero marginal cost per account

® Scale and cost as competitive advantage

Critical difference:
® Traditional: labor-intensive, personalized, expensive
® Democratized: capital-intensive, standardized, cheap
® Traditional scales linearly with clients

® Democratized scales exponentially with technology



What happens when easy access meets inexperienced investors during a market crash?

The behavioral failure pattern:

Phase 1: Easy entry N M
® New investors join during bull market

® Platforms gamify investing with confetti and streaks

® First experiences are positive by luck of timing

® Risk feels abstract, gains feel real SELL SELL

Phase 2: First crash
® Portfolio drops twenty percent in two weeks ¢
® Panic selling begins across retail cohort Permanent Loss

® Platforms lack education on volatility

® Inexperienced investors sell at the bottom The paradox: Platforms lower barriers to entry but not barriers to
knowledge. First crash separates those with education from those
Phase 3: Locked losses without.

® Market recovers without the sellers
® Paper losses become permanent losses
® Platforms profit from transaction volume regardless

® Users exit investing entirely, scarred by experience

Democratizing access without democratizing education creates a generation of investors who learn risk through loss, not through
preparation.



Where has retail investment participation grown the fastest?

Global retail participation growth: Retail Investment Participation
The chart shows percentage of adults holding investment accounts across 60 L L ol L L
different regions. Growth has been fastest where mobile-first platforms
launched early.

Drivers of growth:

® Smartphone penetration enabling app-based investing g
® Commission-free trading removing transaction costs g
® Fractional shares eliminating minimum barriers Zg
® Social features creating network effects &

Regional patterns:

® Developed markets show steady baseline growth

® Emerging markets show explosive mobile adoption

® Regulatory environment shapes platform entry

Region
® Financial literacy correlates with retention

Regions with mobile-first platforms (D, F) show double the participation of
regions relying on traditional brokers (C, E).

Participation growth is highest where technology leapfrogs traditional infrastructure. Mobile access drives inclusion faster than branch
expansion ever did.




Who wins and who loses when investing becomes a mass-market activity?

Winners from democratization: Stakeholder Outcome
Platforms Platforms Win
Educated users Win
® Earn revenue from spreads, fees, or data sales Inexperienced users Lose
. ) Traditional advisors Lose
® Profit from volume, not from investor success Financial literacy Mixed

® Benefit from gamification driving engagement

Educated investors Outcome
Platforms

® Gain access to tools previously available only to wealthy Edugteﬁ

® Capture cost savings from fee compression

® Build wealth through disciplined long-term investing N \

eutralfj — = — = = = - = = = = — = — — —
Losers from democratization: Q
Advisors
o )
Inexperienced investors newer.
Access
® Enter markets without understanding risk 4
Suffer losses from panic selling during crashes Access is universal. Outcomes are stratified by knowledge.

® Lose trust in investing after bad first experience

Traditional advisors
® Lose clients who move to low-cost platforms

® Cannot compete on cost, must compete on value



Three questions to judge whether investment democratization helps or harms

The Democratization Test Scoring the Test
Question 1: Does it educate or just enable? Criterion Pass?
® Does the platform teach risk before allowing trades? Educates first Yes/No
Risk disclosure Yes/No

o i ilti i ion?
Are guardrails built in or left to user discretion? Aligned incentives Yes/No

® Does onboarding include volatility simulations? Total 0-3

® |s success measured by long-term outcomes or engagement?

Q ion 2: A sk ; d earl s Interpretation:
on Z: re n ommunicat as clearly as opportunities?
uest sks ¢ u ed as y as opportunities ® 3/3: Democratization with responsibility
® Are potential losses shown alongside potential gains?
P ! W gside p fal gai ® 2/3: Access with gaps in protection

® Does the interface make selling as easy as buying? ® 1/3: Engagement prioritized over outcomes

® Are warnings proportional to risk taken? ° o/

@

: Exploitation disguised as access

® s historical volatility presented before investment?

Question 3: Does the business model align with investor success? 3 2 1 0
® Does the platform profit from user trading volume?
® Are incentives aligned for long-term holding?

® Does revenue come from education or from transactions?

Not all democratization is equal. Platforms that educate, disclose risk clearly, and align incentives help investors. Platforms that prioritize
engagement over outcomes harm them.



Your Challenge
Design an investment product for first-time investors.

You are launching a platform aimed at people with no prior investing experience. Your goal is to maximize accessibility while protecting
users from their own behavioral mistakes.

Constraints:
® Minimum investment must be under one hundred units of currency
® Platform must be profitable within three years
® Users should be able to start investing within ten minutes
® Regulatory requirements demand risk disclosure and suitability

Questions to answer:
@ What guardrails do you build into the platform?

® Mandatory education modules before first trade?

Cooling-off periods for panic selling?

Automated portfolio construction only, no individual stocks?

Limits on daily trading volume?

@ How do you balance ease of access with protection from rash decisions?
® Do you allow users to override guardrails after warnings?

Do you gamify saving or gamify trading?

What metrics define success: engagement or long-term returns?

© What is your business model, and how does it align with user success?
® Subscription fee, transaction fee, or asset-based fee?
® Do you profit more when users trade frequently or hold long-term?
® How do you sustain revenue while discouraging harmful behavior?



