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ENHANCING CAPABILITIES
By Ed Louis ,  Cerul l i  Associates

In this edition of Investments & Wealth 
Research, Cerulli Associates explores  
how practices are positioning themselves 
to respond to the evolving needs of 
investors. Technology is reshaping the 
way retail investors access information 
and advice, but the desire to connect with 

a human advisor, especially during times 
of uncertainty, remains as strong as ever. 
The most commonly cited drawbacks of 
robo-advice by investors were a lack of 
human interaction (54 percent) and a  
lack of personalized service (45 percent). 
Although implementing technology can 

help advisors expand their reach and 
operate more efficiently, effectively 
leveraging the human components of 
financial advice remains equally essential 
for traditional wealth management 
practices seeking to grow and deliver 
value to their clients.

FIGURE 1 

PERCENT OF HOUSEHOLDS SATISFIED WITH PRIMARY ADVISOR, 2009–2Q 2018

will need to face the challenge of effectively 
communicating the benefits of a more  
comprehensive advice relationship to 

investors who already may believe they 
are receiving maximum value from their 
providers.

Analyst note: Cerulli Associates defines satisfaction as a top-two rating on a seven-point scale and dissatisfaction 
as a bottom-two rating on a seven-point scale. All other responses are counted as neutral.

Sources: Phoenix Marketing International, Cerulli Associates

FIGURE 1 HIGHLIGHTS: Investors’ overall 
satisfaction with their primary advisor has 
climbed from 61 percent in 2009 to 78 per-
cent in 2Q 2018.

KEY IMPLICATIONS: Investors may not 
always hold the financial sector in high 
regard, but their satisfaction with their own 
providers and advisors is robust. New client 
acquisition has become increasingly chal-
lenging across provider channels because 
relatively few investors express any degree 
of dissatisfaction with their financial advice 
relationships. As volatility returns to the 
markets, it remains crucial that advisors 
continue to execute on delivering quality  
service to clients because this is key to 
retention in the case of a major market 
event. To drive new business, providers  
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FIGURE 2 

APPEAL OF TRADITIONAL WEALTH MANAGEMENT FIRMS BY AGE RANGE, 2Q 2018

FIGURE 2 HIGHLIGHTS: Working with a 
dedicated advisor is the top feature that 
investors find appealing about a traditional 
wealth management firm. 

KEY IMPLICATIONS: The importance of the 
human element in advisory relationships 
cannot be overstated. Investors who embrace 

outsourcing the responsibility for manag-
ing their accounts want to be assured that 
someone they can trust is looking out for 
them. Millennials often are seen as eschew-
ing human interaction yet more than one-
third of investors ages 30–39 and 45 percent 
of investors younger than 30 value the ability 
to meet face-to-face with advisors.

Large direct-to-investor online plat-
forms are aiming to extend these options 
across their client base but because of their 
pre-existing scale, they face the challenge 
of becoming overwhelmed by demand if the 
offer is too widely accepted. 

FIGURE 3

DRAWBACKS OF TRADITIONAL WEALTH MANAGEMENT, 2Q 2018
 
FIGURE 3 HIGHLIGHTS: Advisor concerns 
about investor fee sensitivity are valid, but 
much of this is rooted in a lack of trust and 
a desire for greater transparency. The need 
to invest in technology is a secondary issue, 
though still important. 

KEY IMPLICATIONS: Three-quarters of 
investors indicate that the fees assessed in 
traditional wealth management arrange-
ments are a concern, but when asked, just 
5 percent of investors felt the fees they are 
paying exceed the value they are receiving.*

Investors appear to recognize that invest-
ment and advice expenses are something 
they should be aware of, but they also appear 
to feel like they are receiving fair value for 
what they are paying. To maintain this equi-
librium over the long term, providers will 

Analyst note: Respondents were allowed to select up to three drawbacks of traditional wealth management firms.

Sources: Phoenix Marketing International, Cerulli Associates

Analyst note: Respondents were allowed to select up to three features they find appealing in traditional wealth management firms.

Sources: Phoenix Marketing International, Cerulli Associates

need to better articulate how they deliver 
value through comprehensive planning in 

order to maintain their price levels.
*Data point is not shown in figure 3.
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FIGURE 4

PERCENT OF ADVISORS CHARGING NONTRADITIONAL FEES, 2018

FIGURE 4 HIGHLIGHTS: Just 37 percent of 
advisors use traditional fee structures.

KEY IMPLICATIONS: The use of nontradi-
tional fees, particularly financial planning 
fees, has increased steadily as the indus-
try has evolved. One-third of advisors charge 
a fee for financial plans that may be outside 
of other asset-based or commission-based 
fees for investment management. This shift 
likely will continue as asset-based fees 
remain relatively low across the industry or 
become compressed. 

Retainer and hourly models are not as 
prevalent, but every channel shows advisors 

Sources: Cerulli Associates, in partnership with Investments & Wealth Institute® (formerly IMCA) and                         Financial 
Planning Association®

charging in these ways, reflecting the vari-
ety of client demographics and needs across 
channels. As nontraditional fee structures 
become more common, firms may need to 

adapt their pricing and service models to 
incorporate them so as not to limit future 
opportunities.

FIGURE 5

INVESTOR INTEREST IN ONLINE PLANNING FEATURES, 2Q 2017

FIGURE 5 HIGHLIGHTS: Millennial house-
holds are most interested in using online 
financial planning features. 

KEY IMPLICATIONS: Overall, about 30 per-
cent of investors who don’t use online plan-
ning resources are interested in using them, 
but this interest is greatest among millenni-
als (56 percent) and gen-Xers (39 percent). 
As a result, investing in financial planning 
technology ultimately supports longevity  
of a practice as advisors work more with 
younger investors. 

Cerulli Associates expects there to be 
a continuing movement away from paper-
based plan deliverables and toward inter-
active, digitally based ones. Gone will be  
the days of 100-page printed and bound 
financial plans. Plans will be live, digital,  

Analyst note: Data represents the percentage of retail investor households that would like to use online financial 
planning features. Respondents who currently view and update their financial plan online are omitted.

Sources: Phoenix Marketing International, Cerulli Associates

and accessible remotely. As financial  
planning moves into a digital era, scenario 

analysis in a collaborative environment  
will become increasingly standard.
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FIGURE 6

APPEAL OF HYBRID MODELS BY AGE RANGE, 2Q 2018

FIGURE 6 HIGHLIGHTS: When presented with 
the option of hybrid advice platforms, investors 
are attracted to the potential for lower fees  
(42 percent) in combination with the option  
for assisted financial planning (35 percent). 

KEY IMPLICATIONS: Providing investors 
with comprehensive advice at a reasonable 

price requires providers to more thoroughly 
integrate technology across their client 
experience models. Additionally, younger 
investors value the human component of 
hybrid offerings more than their older peers. 

Not every firm will need a standalone 
digital platform, but each will need to 
use technology better. Cerulli Associates 

believes the future growth of wealth man-
agement will be driven by hybrid models 
that allow investors instantaneous access 
to information and analysis that is guided by 
human advisors who provide ongoing advice 
and overall relationship management. 

Analyst note: Respondents were allowed to select up to three features they find appealing about working with advisor-assisted digital wealth managers (“hybrid” approach).

Sources: Phoenix Marketing International, Cerulli Associates

FIGURE 7

FINANCIAL PLANNING CLIENTS, 2018 VS. 2020E

FIGURE 7 HIGHLIGHTS: Advisors expect 
the percentage of clients to which they pro-
vide comprehensive ongoing planning advice 
to increase from 47 percent to 55 percent in 
the next two years.

KEY IMPLICATIONS: Although it is true that 
offering planning to clients can help differ-
entiate advisors from digital-only investment 
management platforms, advisors must be 
prudent in how they expand their services.  
They must focus on the right clients (i.e., 
those who require such financial planning 
expertise) and find efficiencies in their prac-
tices in order to remain most profitable. This 
is not likely an issue for advisors working 
with high-net-worth (HNW) clients. It is  
a consideration, however, for those who 

Analyst note: Advisors were asked: “What percentage of your practice’s clients receive financial planning services 
and how do you expect it to change in two years?”

Sources: Cerulli Associates, in partnership with Investments & Wealth Institute® (formerly IMCA) and                      Financial 
Planning Association®

work with a large number of lower net-worth 
clients and don’t plan to move upmarket 
to serve clients with more complex needs. 

Firms such as Fiserv and eMoney recently 
announced new scalable solutions to make 
modular planning more accessible.

© 2018 Investments & Wealth Institute, formerly IMCA. Reprinted with permission. All rights reserved.
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FIGURE 8

TOP BENEFITS OF TEAMING, 2018

FIGURE 8 HIGHLIGHTS: More than two-
thirds (73 percent) of advisors consider an 
improved client experience a benefit  
of teaming.

KEY IMPLICATIONS: As financial planning 
plays a larger role in practices, advisors are 
recognizing that they individually do not have 

to play every role to serve their clients. By 
pooling their knowledge, advisors in a team 
can leverage their different backgrounds and 
assume specialized roles focused on their 
core strengths. This team of specialists bet-
ter equips a practice to provide a deeper and 
broader level of services. Affluent clients also 
are more likely to expect a team of experts 

backing their advisors’ recommendations. 
The practical element of a teaming arrange-
ment is appealing to all advisors, regardless 
of the client target market. If they need to 
take time off or unexpected circumstances 
arise, they can feel comfortable knowing 
that another advisor can provide backup 
client support.

FIGURE 9

TOP ADVISOR PRODUCTIVITY CHALLENGES, 2018

FIGURE 9 HIGHLIGHTS: The most com-
mon productivity challenges practice man-
agement professionals report for advisors 
are inconsistent procedures across practice 
team members (63 percent) and ineffective 
delegation to staff (60 percent).

KEY IMPLICATIONS: Teaming is an attractive 
proposition in concept, but it can prove chal-
lenging to execute. When established advi-
sors join to create a new practice, they bring 
different perspectives, service models, sys-
tems, and sometimes vastly different client 
bases. A failure to reconcile these differ-
ences into a unified vision can quickly hinder 

a team’s ability to function. This is espe-
cially true if shared support staff is caught in 
the middle of competing directives. Cerulli 
Associates recommends that advisors con-
sidering forming new teams take the time to 
clearly define roles, processes, and respon-
sibilities before merging to truly capitalize on 
the benefits that teaming can afford.

Sources: Cerulli Associates, in partnership with Investments & Wealth Institute® (formerly IMCA) and                        Financial Planning Association®
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FIGURE 10

RELIANCE ON TEAMS OF EXPERTS, 2017

FIGURE 10 HIGHLIGHTS: More than half  
(59 percent) of advisors rely on outside 
experts to supplement their practices. 

KEY IMPLICATIONS: For advisors who want 
to expand their service offerings but have 
no desire to team, or for teams with limited 

resources, forming relationships with exter-
nal specialists can prove an attractive option. 
The largest practices supplement their  
planning expertise with dedicated resources 
to support HNW clients’ more complex 
cases. Advisory practices are building alli-
ances with and even acquiring accounting 

and law firms to replicate family-office mod-
els that bring experts in-house. This ampli-
fies the level of advice they can provide  
internally. For practices with $500 million  
or more in assets, 83 percent rely on an 
extended team of experts, compared with  
59 percent of all advisors. 

Analyst note: Respondents agree or strongly agree with the statement: “I rely on an extended team of experts (e.g., estate planning attorney, CPA).”

Sources: Cerulli Associates, in partnership with Investments & Wealth Institute® (formerly IMCA) and                        Financial Planning Association®

TABLE 1

ADVISOR ALLOCATION TO PASSIVE STRATEGIES DATABANK, 2018 VS. 2020E

Allocation to Passive Strategies

Current Passive Allocation

All  
AdvisorsNone

Low 
(1%–14%)

Medium 
(15%–29%)

High 
(30%+)

Current allocation 22% 21% 23% 53% 28%

Expected allocation two years from now 28% 26% 30% 56% 33%

Percent change 24% 24% 32% 5% 18%

Sources: Cerulli Associates, in partnership with Investments & Wealth Institute® (formerly IMCA) and                        Financial Planning Association®

TABLE 1 HIGHLIGHTS: Across all channels, 
advisors expect to allocate one-third of their 
assets to passive investments in the next 
three years.

KEY IMPLICATIONS: The debate over active 
and passive has become more nuanced 

over time, and advisors now tend to focus 
more situationally on when each approach 
is appropriate. More than three-quarters of 
advisors say they believe that active and  
passive strategies can be complementary.*  
On average, the heaviest users of passive  
strategies plan to allocate 56 percent of  

client assets to the products by 2020. 
However, this also reflects the small-
est increase among all exchange-traded 
fund users and may indicate a point of 
equilibrium.
*Data point is not shown in table 1.
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Contact  Ed Louis  at  e louis@cerul l i .com.

FIGURE 11

EXPECTED CHANGE TO LIQUID ALTERNATIVE STRATEGIES IN NEXT 24 MONTHS, 2018

Analyst note: The “Reduce” category includes respondents who plan to significantly or moderately reduce their clients’ allocations to liquid alternative strategies in the next  
24 months. The “Increase” category includes respondents who plan to significantly or moderately increase their clients’ allocations to liquid alternative strategies in the next  
24 months.

Sources: Cerulli Associates, in partnership with Investments & Wealth Institute® (formerly IMCA) and                        Financial Planning Association®

FIGURE 11 HIGHLIGHTS: Multi-strategy 
products are the most frequently used alter-
native products.

KEY IMPLICATIONS: Following the finan-
cial crisis, several asset managers worked 
to launch multi-strategy vehicles in a liquid 

structure using either internal resources 
or through partnerships and acquisitions of 
established alternatives-focused managers. 
In recent years, however, third-party provid-
ers such as Artivest and iCapital have begun 
using feeder fund structures to provide advi-
sors broader access to hedge funds and 

other alternative products that once were 
exclusively available only to HNW and ultra-
HNW investors. This is particularly beneficial 
for independent registered investment advi-
sors who wish to use illiquid alternatives but 
lack the home-office resources of major  
broker–dealer home offices. 
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