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Robinhood shelves
trademark digital confetti
ahead of IPO

Article

The US-based trading app ditched the digital confetti that accompanied user milestones like
executing afirst trade in favor of animations with additional information regarding the actions
carried out, per Finextra. The digital confetti had formed part of Robinhood’s business
strategy, democratizing access to stock trading for a wider pool of investors by offering a

slick user interface without fees and incentivising engagement with effects like confetti.
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https://www.finextra.com/newsarticle/37790/amid-gamification-accusations-robinhood-ditches-confetti
https://www.bloomberg.com/news/articles/2020-12-19/robinhood-s-role-in-the-gamification-of-investing-quicktake

However, regulators criticized such features for gamifying investing and encouraging
inexperienced users to trade frequently—Massachusetts regulators filed a complaint in
December alleging that Robinhood failed to protect users’ interests.

Intensifying regulator scrutiny in the wake of various controversies risks dampening
investor interest leading up to its IPO.

" Robinhood faced various scandals in the last year, which was also a period of rapid user
growth. Robinhood saw its user base surge in 2020 as digital stock trading grew in
popularity, but some of its practices have drawn user criticism and regulatory scrutiny alike.
Robinhood suffered outages during the extreme market volatility in March 2020, which
outraged users who were unable to make trades. Robinhood was also fined $65 million by the
Securities and Exchange Commission in December for misleading its customers about
revenue sources. And the trading platform took center stage during the GameStop price
surge earlier this year after it restricted trading on the stock, which resulted in several US

regulator inquiries.

" This hasn’t inhibited Robinhood'’s ability to raise funding, but it's in the fintech’s interest to
allay concerns ahead of its IPO. Robinhood raised $2.4 billion in convertible debt financing in
the wake of the GameStop scandal, on top of a $660 million mega-raise in September 2020,
demonstrating that the scandals have not deterred institutional backers. However, the
growing_reqgulatory focus on digital trading platforms and a potential clampdown on their
activities might put off some investors ahead of its expected late Q2 |PO.

Robinhood’s recent moves should appease potential investor concerns, but the trading
platform should continue focusing on educating its users. Shelving the digital confetti
represents a U-turn from March, when Robinhood denied that the confetti encouraged
negative trading behavior. This suggests the trading platform is taking regulator concerns
seriously before its public listing. Adjusting controversial aspects of its platform—after
adding new educational resources and customer support last year—should go a long way to
retain investor interest. Robinhood should expand its educational tools and tone down the
gamified aspects of its app leading up to and after its IPO—both to protect its users’
interests and appease watchdogs.
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https://www.cnbc.com/2020/12/16/robinhood-reportedly-facing-complaint-by-massachusetts-regulators-over-targeting-young-users.html#:~:text=Massachusetts%20regulators%20on%20Wednesday%20filed,gamification%20strategies%20to%20manipulate%20customers.%E2%80%9D
https://www.bloomberg.com/news/articles/2021-03-03/robinhood-weighs-scrapping-its-confetti-animation-after-scrutiny
https://blog.robinhood.com/news/2020/6/19/commitments-to-improving-our-options-offering
https://www.bloomberg.com/news/articles/2020-08-11/robinhood-to-add-hundreds-of-representatives-after-trading-surge?srnd=premium-europe&utm_source=Triggermail&utm_medium=email&utm_campaign=Post%20Blast%20bii-fintech:%20Lloyd%27s%20announces%20new%20cohort%20for%20accelerator%20|%20Robinhood%20to%20add%20hundreds%20to%20customer%20service%20team%20|%20Mortgage%20fintech%20Habito%20raises%20$45.6M&utm_term=BII%20List%20Fintech%20ALL
https://edition.cnn.com/2020/03/04/business/robinhood-outage-explanation/index.html
https://www.sec.gov/news/press-release/2020-321
https://www.coindesk.com/3-us-regulators-probing-robinhoods-actions-amid-gamestop-trading-craze
https://www.reuters.com/article/robinhood-funding/exclusive-trading-app-robinhood-raises-660-million-in-latest-funding-round-idUSKCN26E062?edition-redirect=uk
https://content-na1.emarketer.com/3-lasting-impacts-expect-dust-settles-retail-investors-gamestop-uprising
https://www.wsj.com/articles/securities-trading-app-robinhood-files-for-ipo-11616539127?mod=article_inline
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