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Tim: Welcome back to Living With Money. This is Tim Mullooly. Today here with me is
Brendan Mullooly. Brendan, thanks for coming on.
Brendan: Happy to be here.
Tim: Filling in for Tom on this episode. We touched on today's topic, Investing Apps, at the end
of the Good Debt vs. Bad Debt episode. If you missed that one, go check it out. It's on our
website, and on iTunes, and all over the place. We figured, after touching on it briefly there,
there was enough to fill a whole episode, so we figured that we would kind of fill this whole
episode with information about these investing apps, because there really are a lot out there, and
they're not all the same.
So, with that let us kind of work our way into a broad overview of the different types of investing
apps, because, like I said, they're not all the same, and I think people don't understand that
sometimes. So, Bren, paint a picture of the spectrum of investing apps out there for people.
Brendan: Yeah, I think spectrum is a perfect word to describe it, because you have these apps
out there, and they all get lumped in under general finance, or whatever somebody is referring to
it as, but you have one end of the spectrum that are more personal finance related, so they're
helping you to save, come up with a budget, and really just track your spending. On the other end
of the spectrum you have investing apps, even on ...
Let's just take only the investing side and create another spectrum, because within the investing
apps you have one end that is focused more on trading stocks, individual companies, and the
other end of that spectrum of investing is there are different apps that are more focused on
diversified portfolios using ETFs, or mutual funds, or whatever. We just covered a ton of ground
right there.
I mean, as a lay person coming into that, it's like, "Sure, I'm in the personal finance section of the
app store," but what are you trying to do, like what are you looking for help with, and that's
going to lead you towards different ends of these spectrums that we're discussing right now.
Tim: Right, because you don't want to download one of these investing apps that's going to put
you in a diversified portfolio if you want to be constantly trading it, picking stocks. You're going
to get pretty frustrated. Definitely, say, do some research on these apps before you download it
and, also, do some research on yourself and make sure that you have your expectations, or the
purpose in mind for this app before you download it, and make sure that your goals are clear, and
your expectations are in line with what the app can provide you.
Brendan: Some of the apps that are out there give us a blend of what we just talked about, so
you might have an app that has savings features that help you to identify what you can save, or
how you can save, and then they'll also help you get that money invested appropriately, but there
are some out there ... You don't want to go into like the personal finance app and be looking

around for where you're going to like trade your stocks, or whatever, because that's not going to
work out.
Just do your homework on the apps and learn what they're really focused on. Each of them tends
to have some kind of a niche, whether it's the saving/investing blend, or one or the other. It's
important to know what you're getting into. You're going to do that by identifying like, "Am I
saving, and if so for what?" What are you saving money for?
Tim: What's the purpose?
Brendan: Exactly. Some of these apps will help you with that. Some of them won't. Again, like
these apps are created for different people, different audiences. You have to also do your own
homework on your end to know which app is going to be a fit for you, and then maybe you learn
by downloading a couple of them and then just like poking around in there, user interface. That's
fine, too.
Tim: Like we were saying. If it's for savings, you need to determine what it's for. Same thing
with investing. If you're going to invest ... I always say that there's a big difference between
trading and investing. Two different words that get used interchangeably sometimes, but the
ultimate goal is completely different.
Brendan: The question is, you're investing for what? If you're investing for retirement you're
going to gravitate towards certain apps that are probably giving you like a diversified portfolio
that you…
Tim: You can just let it run.
Brendan: ... can let it ride for a while, and let it do its thing, especially if you're young.
Conversely, just be honest with yourself. If the question is, you're investing and it’s for ...
Tim: Entertainment.
Brendan: ... entertainment, or to learn ...
Tim: For fun.
Brendan: ... for fun, or for fun, yeah exactly. That's fine. I don't have anything against that, but
in those circumstances you're probably going to gravitate more towards an app that's going to let
you buy shares of Nike, because you wear their shoes, or Starbucks, because you drink their
coffee, or something, or whatever.
You're doing research on companies that you like, or you're trading penny stocks or something. I
don't know. You have to be honest with yourself, and like Tim said, there is that dichotomy
between investing and trading. It's not like we're saying right or wrong here, because for different
people ... It's going to be different for everybody.

Tim: We'll kind of just move into pros and cons of these different apps. Let's start off on a more
positive note. What are some of the pros that you see with these investing apps, to put a blanket
over it, in general?
Brendan: Well, the first pro that comes to mind is the reason that we're having this podcast, they
generate interest, and especially from young people. The fact that these apps have been created,
and they're getting people interested about their money in whatever capacity and whichever end
of the spectrum they fall on, I think that's great.
Tim: We say it all the time. Time is the biggest advantage investors have, so young people
getting started early in the market, or in saving money, creating good habits to build on over their
lifespan, think it's definitely a pro. Getting younger and younger people interested, investing, and
just learning about how the markets work and saving money and seeing some benefits from that.
Brendan: Just to piggyback off that with another pro is low barrier to entry. We've all
downloaded apps on our phone before, so You know how simple it is to pick up your phone,
download an app, and start learning how that app works.
By creating these apps for things like personal finance, or investing, saving, whatever it may be,
it's turned money, let's just say, broadly, into something that people feel they have access to,
which is not always the case.
A lot of the finance industry has stigmas of putting the gates up and only wanting to work with
the ultra-wealthy, or things like that, and these are bringing concepts, and access, to things that
people previously maybe didn't have, especially young people.
Tim: Years ago, without these apps, people with just a couple thousand dollars would never be
able to getBrendan: You're not getting a diversified portfolio.
Tim: Exactly. There's no way that you'd be able to do that years ago, so the technology of these
apps is really introducing some of these concepts that people wouldn't be able to participate in
until later in life, it's allowing them to get started in it earlier with less amounts of money,
because a lot of these apps there's no sort of account minimum. You can start with zero dollars.
A lot of big firms say that you need a quarter of a million dollars, or whatever, to open and
account, but these apps, like we were saying, is a low barrier of entry, so you can start with as
little as zero dollars with some of these.
Brendan: The final pro that I want to bring up is that it's allowing people to learn lessons, and I
don't mean that they're all going to be positive. Part of this whole learning by doing, I guess, is
what I'm describing. There are going to be bad lessons, like people might do foolish things with
their money, but they're going to learn, and I think there are some things in the world, and maybe
investing falls into this category, that you can only learn by doing, and experience is going to be
a great teacher for some people, whether it be positive, negative, or in between, it's going to be a
lot of both, I think.

Tim: It's one thing to read about a certain topic, but it's a totally different thing to actually do it.
Brendan: It's a good way to get started, doesn't mean that everyone is going to have results is
what I'm trying to say.
Tim: Hopefully, learning and establishing good habits along the way, because to play devil's
advocate, you could also establish pretty bad habits if ... Just because you put money in when
you open your app and it initially goes up, or the stock that you buy does really well and you
double your money, it doesn't mean you're a genius. It doesn't mean that you're someTim: Investing guru. On the same end of thatBrendan: Is not true either. If you lose money right away ...
Tim: It doesn't mean you're a failure.
Brendan: ... it doesn't mean you're doomed forever. It's important to, I guess you have to be selfaware to learn the right lessons is, I think, what you're getting at.
Tim: Right. Self-awareness in knowing expectations in terms of pros and cons of these apps is
just something to keep in mind for this entire process of choosing an app, seeing results, and
understanding the process in general. So, now that we've covered some of the pros, let's talk
about some of the cons that you see with these investing apps.
Brendan: I think ...
Tim: There's one big one.
Brendan: ... overstimulation is what I'll call it. I know, personally, if I have an app on my phone
it means that I use it. If I use it, I'm probably opening it ...
Tim: Almost every day.
Brendan: ... probably once a day, if not more in some cases. It's great to have this stuff on your
phone but, at the same time it can really hurt you, too, especially for those who are using these
apps for long-term investing is exactly who I'm thinking of with this. If you're checking in on
your retirement account every single day, I think it's going to drive you insane. If you can do that
and not be affected by it, more power to you.
Tim: I don't know many people out there that can do that.
Brendan: Yeah. It's great. We want people to know what's going on with their money. I'm not
suggesting that completely not understanding anything. That's not the goal here, but there is a
point where you have too much, and maybe these apps are giving people too much feedback on
something that doesn't need that much feedback. You don't need daily updates on your retirement
account that's for ...

Tim: Diversified portfolio.
Brendan: ... 30 years.
Tim: Not much is changing on a day-to-day basis, and it doesn't matter. Along the same lines of
overstimulation and having too much information, a lack of guidance with these apps, meaning
that you are kind of your own. No one's really there to break down what you're looking at on
your phone for you, so you kind of need to be able to digest all of the information and be able to
understand it, to be able to make better decisions. Thinking of the everyday person, people that
aren't in the industry might have some trouble deciphering what they're looking at, and what
information is important, and what they need to actually know.
Brendan: Right, like we were just talking about, if somebody has a retirement portfolio, and
they open their investing app, and the screen is all red, it may, to them, look like a suggestion
that they're ...
Tim: Doing something wrong.
Brendan: ... failing and that they need to do something about that, because it's broken, or
something's wrong. It may be the case, may be not the case, probably not if it's a retirement
portfolio. Another situation I can think of is, if you're putting money into an app to invest in,
there's not a lot of guidance in terms of like, can you afford to save this money. I just worry
about people putting money into the market that shouldn't be in the market. That happens with
regular online accounts anyway. People aren't always getting the guidance they need to be
making smart decisions.
I don't want somebody's emergency fund 100% invested in stocks I guess is what I'm saying, but
there's no interface on most of these apps that is going to say, "Hey, don't do that. You should
have an emergency fund." You are kind of on your own to have these basic concepts down.
"Alright, I need to have some money set aside, and above and beyond that I'm going to invest it,
and it's for this." You need to reach these conclusions on your own.
Tim: Unless you're working an advisor it's going to happen anywhere that you have an account.
It's definitely intensified more on these apps. You know, one thing that I found is the fact that
you can ... Based on the information that you input into the app, they give you a recommendation
as to what portfolio, or what type of investments would be best for you.
I have a slight problem with that, because you can always go in and change your answers, or
change the information that you give the robo-advisor, so you can kind of manipulate the system
to change your risk tolerance, is what I'm saying. If you want to be aggressive, because you see
that the market's going up, and then the market starts going down, the robo-advisor won't let you
change your allocation, because you said you were aggressive, but then you go in and change
your risk tolerance from aggressive to conservative, you can pretty much do whatever you want.
The whole lack of supervision thing kind of ties in with that, because there's no one really to stop
you from making those decisions, which could ultimately hurt you in the long run.

Brendan: Again, those are decisions that are also enabled if you just have a self-directed account
online that you're doing on your own.
Tim: Like I was saying, it's not only specific to these apps. It can happen across the whole
spectrum of the investing world, because you could be working with an advisor who will allow
you to change your risk tolerance every single time the market changes anyway, so that's
essentially the same thing, but I think it is slightly more intensified ...
Brendan: You would hope that ...
Tim: ... on those apps.
Brendan: ... if you're working with a professional that they are keeping you focused on what
matters, and that person, or that roadblock, or that resource, that you go to in times of trouble, or
with questions does not exist, in most cases, on these apps. Some of these apps have access to a
call center where you can speak with a professional who, I would hope, gives you good solid
advice. Yeah, so it's not built in. It's not there in the app. There's nobody popping up inside of
there to tell you not to freak out when the market's down, and you're investing for retirement
that's 30 years away.
Tim: We're going to take a quick break, but when we come back we're going to talk about some
specific investing apps that were asked about, so we'll be right back.
Tim: Okay, so now that we've talked about giving you kind of a broad overview of the different
types of apps out there, and the pros and cons about using these apps and what you should think
about in terms of setting goals, and setting expectations, and being self-aware, we're going to talk
about a couple apps here that were specifically asked about from one of our listeners. We kind of
wanted to break down how the apps work, and if it is right for you, or not. The first two apps
we're going to group together, because they're very similar. The apps are Acorns and Stash.
Brendan: Yeah. These are kind of, I would put them in the category of combination saving and
investing apps.
Tim: On the spectrum that we were talking about before, they kind of fall in the middle, because
they're not just an investing app, and they're also not just a saving app, but they help you do a
little bit of both.
Brendan: Yeah. I think the reason that there has been such an interest in these two, especially, is
there is a bit of like a novel concept here where I think the unique feature is that they're rounding
up from purchases on your credit or debit card to send money into an investment account
automatically for you, right, Tim?
Tim: Right. That's the case with Acorns. You connect your debit card. Anytime you make a
purchase it rounds up to the next dollar and takes that change, invests it into, or puts it into your
Acorns account, which then gets invested into ETFs. They buy fractional shares, obviously, since
you're only putting in a small amount of change each time.

With Acorns and Stash, you can deposit different amounts of money whenever you feel like it, so
it's not just from the debit card rounding purchases that your accounts can be funded. That
feature isn't available actually with Stash, so for Stash you need to actually put money into your
account, so you need to put $100 a month, or something, or start with some sort of lump sum,
and go from there. You can set up recurring investments, either daily, weekly, or monthly. Same
thing with deposits into the account, as well.
Brendan: Both of these apps are giving you a broadly diversified portfolio of exchange-traded
funds, so they wouldn't be for somebody who is looking to trade stocks.
Tim: Exactly. Like what you're saying, this isn't for the day traders. This is more for people who
want to get started in actually investing their money.
Brendan: One unique thing that I saw about Stash is like it has these diversified portfolios based
on risk tolerance, kind of like what we were alluding to in the last segment. Also, they have these
specific ones where you can invest based on causes that you care about. You can have green
investments, or like tech investments. You can kind of align your interests with your
investments, which is a cool way to think about investing and, I think, also something that
probably resonates with younger people.
Tim: Just going to kind of lay out some numbers here for you, though, for each of these apps.
We'll break down a couple different scenarios, but just something to keep in mind. In terms of
the cost for these apps, both apps, Acorns and Stash, promote themselves saying that it costs $1 a
month to have an account on their app, so that's $12 a year. As of December 11th of last year, the
average account size at Acorns was $193, and the average account size at Stash was $83. When
you hear a dollar a month that doesn't sound like a lot of money. It makes you think, "Oh, wow,
that's really affordable, I can do that," but just keep in mind if the average account size at Acorns
is $193, and you're paying $12 a year, plus on both of these apps there's a 0.12% underlying fee
for the funds, obviously, to invest in them, it comes out to, for Acorns, the average cost to
investors is about 6.34%. It's higher than that at Stash, with a lower account size of about 14.5%
to investors, which in the industry is unbelievably high.
Brendan: The point being that if you aren't really going to put money into these accounts, like
you're not going to put any kind of serious money into them, meaning like even something like
$50 or $100 a month, or if you're not going to start with a lump sum of like $1000 or $2000 or
something, the cost to you in percentage terms is going to be pretty high. With Acorns if you're
just putting in your spare change and that's it, I mean you could conceivably pay more ... The
$12 a year could be more than you ...
Tim: You make.
Brendan: ... put in, or you make.
Tim: Exactly.

Brendan: If you're just going to do it for the sake of it and like not take is seriously then it's just
going to cost you $12. I don't see a real point in doing that. If you're only going to put in 100
bucks and like your spare change then I don't know, I don't know necessarily if it's smart. Based
on the average account size that does kind of seem like the way people may be using it. Look,
they're not killing anybody by taking their $12 on a $100 account, or whatever, for the year, but
at the same time I don't think it's worthwhile. You're not really ... It may feel like you're doing
something good because you're investing, and you're saving. I would probably try to think about
it a different way. I kind have like, especially with like the Acorns style of saving, I have a
philosophical difference with how they are presenting the idea of saving.
Tim: Do you want to expand on that a little bit?
Brendan: The novel concept that I referenced before is that they're getting you to save and
making it pretty painless, because they're going to round up your purchases on your credit or
debit card and just throw it right into an investment account for you, and that's great. I guess that
I would rather see people save in some capacity than in no capacity whatsoever. When I talk
about saving money with people, I like to present it more as almost the exact opposite of that,
where you think about saving as a fixed expense, like a bill, like your rent, or your mortgage, or
the utilities, or whatever, and it's coming right off the top when your paycheck hits. You want to
automate it on that end, so your savings is coming out automatically.
Tim: So, it's not just the scraps, you know.
Brendan: Yeah, exactly.
Tim: Actively saving money.
Brendan: You want to treat saving seriously, not just save the leftovers.
Tim: Along the same lines, if you think about that, if the only saving that you're doing is
rounding up to the nearest dollar every time you use your debit card, like you have to spend
money then to save money, so on a net basis ... you're spending way more.
Brendan: Two things that are totally different.
Tim: Exactly.
Brendan: Again, like just going back to the point, like it is getting people interested, because it's
this new idea that's interesting, but I would probably recommend that people try to think about
savings in a different way, and to take it more seriously rather than just saving the leftovers,
because that method doesn't work, whether you're using it on an app that automatically does it, or
if you're doing it on your own where you're just spending and then at the end of the month saying
like, "All right, well, what's leftover I'm going to save." If you're trying to do it that way, ...
Tim: You're not going to have much luck.

Brendan: I'm fairly certain there's not going to be a lot of money left over to save, so send your
savings somewhere automatically at the beginning and then spend from what is leftover, and
that's just a philosophical difference that I have about saving when put against an app like this
that's doing it that way.
Tim: Right. If you are saving money right off the bat, like Brendan is talking about, off the top,
and you have these apps, Acorns and Stash, then that's kind of just like icing on the cake.
Brendan: Yeah, you know, that's an interesting way to think about it is like, "I have my regular
savings, it's automated," and then in addition to that you're also sending in the leftover money
from your purchases. You're rounding off and sending that in to the same investment account. If
you're using it that way, that's terrific.
Tim: Right.
Brendan: But, if you think you're just going to put your spare change in and then have like ...
Tim: A million dollars.
Brendan: … some retirement nest egg one day, that's not how it works, and I hope that people
realize that much. Like, if you're putting in 53 cents a day, or something, from your purchases,
yes it's going to grow in an investment portfolio for you but that's not how you jumpstart your
retirement, I guess is what I'm saying.
Tim: Right. I think these apps, Acorns and Stash, both have a very good use. You just need to
understand how much you're going to be paying in fees, depending on how much you put in the
account, so you need to just determine for yourself beforehand if it's worth it, and if you think
that it is, then it's a good way, like we were saying before, get your feet wet and introduce
yourself into having a diversified portfolio, but just understand the costs and other things that
come along with it.
The other app that we wanted to talk about is more of a traditional robo-advisor called
Betterment. For their regular program it's zero dollar minimum to invest. They have a feature
called Betterment Premium. That's a $100,000 minimum to invest, but we're going to focus more
on the zero dollar minimum one. It gives you personalized financial advice. It also gives you
access to licensed professionals if you need it. Like we were saying, they have a call center you
can call people and talk to a licensed professional that can give you some advice, if you even
should be investing, or maybe build up your emergency fund. They help you out with that, as
well. Similar to Acorns and Stash, they utilize low-cost index funds.
Brendan: I like, too, that Betterment tries to identify, you kind of alluded to this, like what it is
the person is saving for. You kind of go through their interface, which is super cool, and you
answer questions. This is, obviously, like any other relationship, based on the person being
truthful, and that's true whether-or-not they're doing this on a computer or with a person, but they
try to identify what they're saving for, and they have different portfolios for different things.

If you tell them you're trying to save for a house and you identify a time frame that you're doing
it over, they're going to put you in like an appropriate portfolio so that you're not 100% in stocks
with the money that you need for a down payment in two years. As long as you're honest with
the user interface on a program like this, it's pretty cool.
Tim: When you get started ... I actually clicked through the website the other day just to kind of
get a feel for the process, you input, just to start off, your age, whether you're retired or not, and
how much you make a year. Based on that they bring you to another page where you can select a
goal that you have in mind, some of the options, like we were saying, a safety net, retirement, or
just general investing, and then based on your age and the other information you gave, they'll
recommend some sort of portfolio, stock, bonds, split, and how it would change over the years as
you work towards retirement and change your goals a little bit along the way.
It also, it will stop you and recommend that maybe if you have high-interest debt, or something,
that you might not be telling them about, that maybe you should do that before investing. I liked
that they have those other things in mind, as well, and not just your investment accounts. They
kind of take other things into account, as well. At the same time, you're still on your own. Like
Brendan was saying, you need to be truthful, and if you're truthful with this program, Betterment,
it can be a nice tool for people who might not have enough money to go work with a regular
advisor.
We broke down the fees and costs involved for Acorns and Stash, just to touch on that with
Betterment, so you have an idea, their average account size right now, or as of December, was
$28,329. Management fees is 25 basis points a year, plus the underlying fees for the funds of 12
basis points a year, so that's a total of 37 basis points a year to have your account at Betterment.
That is not included with the Betterment Premium. That's a totally different thing from what we
are talking about, but just the regular Betterment comes out to about 37 basis points a year,
which is pretty cheap.
Brendan: Pretty low cost. Those are three different dives into investing apps, so as you can see
they all vary in many different ways. Again, this just goes back to the idea of like before you go
into the app store, or before you're downloading this, to like input your bank information to send
money over, you need to understand what it is you're looking for, what you want help with, what
your goal is in terms of downloading this, and just go from there.
Tim: The technology is there. You just need to have enough discipline and self-awareness to use
them to your advantage. If you use these apps the wrong way, you can really hurt yourself. If
you're honest with yourself, you know where your goals are, and you set your expectations, and
you do your homework before opening an account, there are hundreds of different apps out there
and they can be of great service to you. You just need to use them properly.
Tim: If you're listening to this on iTunes, please subscribe to the podcast to get new episodes
every week and feel free to leave us a review, or a comment, because it would really mean a lot
to us. Be sure to follow us on Twitter and Instagram at @LWM_podcast for more news and
updates about the show. Hopefully, you found, or heard, some information on this episode that'll

get you thinking about what app might be right for you, if at all. Thanks for listening to this
episode of Living With Money, and we'll see you on the next one.

