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Game-like trading apps
under scrutiny by UK
watchdog for
encouraging ‘gambling-
like behaviors’
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The news: The UK’s Financial Conduct Authority (FCA) has warned that the gamification of
trading apps can lead to amateur investors taking on more risk, being misled by spurious
information, and making investments which aren’t in their interests.

Gaming trading clampdown. The FCA surveyed 3,000 app users as part of areview into
firms’ use of "game design" features. The research found:

* App features may blur the lines between online investing and “gambling-like behaviors.”

" Gamification techniques that use positive reinforcement were implemented, including
celebratory messages for making a trade and the use of points, badges, and rewards. The
FCA said these can lead to people taking on more risk when investing.

" Push notifications were used, which can make people trade in a riskier way, with the biggest
impact on younger and less-experienced investors.

" Stock leaderboards showing the largest price changes have been proven to lead consumers
into behaviors that result in poorer returns.

The bigger picture: Trading apps are increasingly employing gamification tactics in the battle
to keep the attention of Gen Z investors. Apps like eToro and Chip have flooded the market
following the GameStop stock saga in early 2021 and the investment craze for commission-
free trading apps like Robinhood.

However, as the FCA points out, gamification features can encourage risky or addictive
behavior in investors. And the UK regulator looks set to clamp down on firms potentially
exploiting amateur traders.

What firms can do: Trading apps in the UK should review their offerings for any features that
could harm consumers and lead to future punishments from the FCA.

They should also ensure they are providing support to customers, especially those showing
signs of addictive or gambling behaviors. Apps can introduce features to help support users
in controlling their investing. Examples of this are Freetrade’s trading break or features that
educate users on amateur investing and the associated risks.
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https://www.fca.org.uk/publications/research/gaming-trading-how-trading-apps-could-be-engaging-consumers-worse
https://content-na1.emarketer.com/etoro-snaps-up-options-trading-startup-gatsby-to-diversify?_gl=1*5olltg*_ga*MjEwMDMwMDkzNi4xNjQzMTMwNjAz*_ga_XXYLHB9SXG*MTY2ODE1ODUwOC4yMDguMC4xNjY4MTU4NTA4LjAuMC4w&_ga=2.249963078.1726700079.1668980804-2100300936.1643130603
https://content-na1.emarketer.com/beyond-gamification-financial-app-chip-turns-saving-online-casino?_gl=1*5olltg*_ga*MjEwMDMwMDkzNi4xNjQzMTMwNjAz*_ga_XXYLHB9SXG*MTY2ODE1ODUwOC4yMDguMC4xNjY4MTU4NTA4LjAuMC4w&_ga=2.249963078.1726700079.1668980804-2100300936.1643130603
https://freetrade.io/blog/introducing-trading-breaks

What Would Make Retail Investors Worldwide
Invest More?

% of respondents, May 2022

More opportunities to learn about investing
74%

More trust in the financial system

68%

More trust in their investment platform
67%

A financial adviser recommended it
65%

Could see all their investments in one place
65%

Could trade all their investments on a single platform

61%

More free time

59%

A friend or family member recommended it

53%

Access to automated advice or a robo-adviser
53%

Note: responses of "strongly agree" or "somewhat agree”
Source: World Economic Forum, "The Future of Capital Markets: Democratization of Retail
Investing" in collaboration with Accenture and ENY Mellon, Aug 4, 2022
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The bottom line. Gamification can be a force for good, helping to improve kids’ financial
education and prompting users to adopt healthier habits. But its potentially addictive nature
can be harmful, particularly when it’s linked to consumer spending. As regulators acknowledge
this, trading apps in the UK need to prepare for tougher industry oversight.

This article originally appeared in Insider Intelligence’s Banking Innovation Briefing—a daily
recap of top stories reshaping the banking industry. Subscribe to have more hard-hitting
takeaways delivered to your inbox daily.

" Areyouaclient? Click here to subscribe.

Want to learn more about how you can benefit from our expert analysis? Click here.
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https://content-na1.emarketer.com/lloyds-banking-product-kids-fill-financial-education-gap
https://content-na1.emarketer.com/uk-based-yulife-brings-gamified-group-life-insurance-us
https://totalaccess.emarketer.com/MyAccount/EditProfile.aspx
https://www.insiderintelligence.com/become-a-client/?IR=T&itm_source=insider-intelligence&itm_medium=briefing&itm_campaign=bottom-cta

