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ADVISOR AND INVESTOR THOUGHTS ABOUT FEES
By Ed Louis ,  Senior  Analyst ,  Wealth  Management ,  Cerul l i  Associates

In this edition of Investments & Wealth 
Research, Cerulli Associates looks at 
investors’ and advisors’ thoughts around 
fees. As the end of 2019 approaches, 
many practices are looking ahead to 2020 

and considering their business plans. The 
implications of the implementation of 
Regulation Best Interest are still being 
parsed, but the fact remains that advisors 
are operating in an environment of 

heightened scrutiny and fee-awareness. 
Investors are willing to pay, however, 
provided that advisors are prepared to 
both define and deliver on the value they 
can bring to the table.

FIGURE 1

INVESTOR WILLINGNESS TO PAY FOR ADVICE, Q2 2018
   

Analyst Note: Investors were asked to what extent they agree or disagree with the following statement: “I am willing to pay for advice.”

Sources: Phoenix Marketing International, Cerulli Associates 

FIGURE 1 HIGHLIGHTS: More than half (52 percent) of all investors 
are willing to pay for financial advice.

KEY IMPLICATIONS: Investors understand that advice comes at a 
cost. However, if the cost-benefit of engaging with an advisor is not 
clear, clients of all ages and wealth tiers can opt for direct providers. 
The largest providers have expanded their offerings and built robust 

capabilities to serve high-net-worth (HNW) and ultra-HNW clien-
tele. This puts greater pressure on advisors to both effectively demon-
strate and execute on the value of the human components of planning. 
Advisors should take heart, however, because Cerulli Associates has 
found that digital advice often becomes a gateway to traditional advice 
as investors encounter more complex situations. Less than one-quarter 
(22 percent) of investors say they are not willing to pay for advice.
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FIGURE 2

INVESTORS: TOP FACTORS WHEN CHOOSING AN ADVISOR, Q2 2018

Analyst Note: Investors were asked to rate important factors if they were to choose an advisor today.

Sources: Phoenix Marketing International, Cerulli Associates

FIGURE 2 HIGHLIGHTS: Although 59 percent of investors would con-
sider relative investment performance when selecting an advisor, 
nearly three-quarters (73 percent) place a premium on an advisor’s 
transparency in interactions.

KEY IMPLICATIONS: For investors of all demographics, trust, under-
standing, and communication are paramount to advisory relationship 

satisfaction. Many investors may be hard-pressed to explicitly define 
what it means to have an advisor act as a fiduciary, but clients place 
the onus on advisors to create an environment that makes them feel 
that clients’ needs are at the heart of all interactions. The basis for 
any advisory relationship is the need to assess situations and to plan 
for goals; however, displaying the above values through this process 
is what defines success in terms of client acquisition and retention. 

TABLE 1

RETIREE HOUSEHOLDS’ DESIRED FEATURES OF RETIREMENT INCOME PLANS AND 
PRODUCTS, 2018

Features of Retirement Income Plans/Products All Households

Ability to withdraw additional funds if needed 66%

Possibility for assets to grow even after withdrawals begin 55%

Ability to change my investments in the future 43%

Having an advisor to work with me to manage my account 43%

A written financial plan that details how accounts generate income for retirement 27%
Analyst Note: Respondents who indicated that they are retired or semi-retired were asked which of the following are important to them when spending assets from their 
retirement savings accounts. 

Sources: Phoenix Marketing International, Cerulli Associates

TABLE 1 HIGHLIGHTS: Withdrawal flexibility (66 percent) is the 
most-desired feature in retirement income products and plans.

KEY IMPLICATIONS: As clients approach full retirement, the com-
plexity and importance of all the decisions they will need to make 
become ever clearer. Being able to provide truly personalized advice 

at this crucial inflection point is essential for both attracting and 
retaining retiring clients. Simply having all their options explained 
to them is not what clients are interested in. They want to be able 
to trust that their provider has a set of recommendations that min-
imize the financial stresses in their lives over both the short and 
long term. 
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FIGURE 3

IRA OWNERS WITH RETIREMENT INCOME PLAN BY ADVISOR ORIENTATION, 2018

Analyst Note: Respondents were asked: “Do you have a formal, written retirement income plan?” This question was only asked of 
respondents age 50 and older.

Source: Cerulli Associates

FIGURE 3 HIGHLIGHTS: Just 31 percent of 
individual retirement account (IRA) owners 
age 50 and older have a formal retirement 
income plan.

KEY IMPLICATIONS: IRA owners who have 
a financial advisor are more than twice 
as likely to have a formal, written retire-
ment income plan than their peers who 
do not work with a financial advisor. Still, 
Cerulli Associates contends that the per-
centage of advisor-assisted IRA owners 
with a formal, written plan (42 percent) is 
low. Retirement income planning is a ser-
vice that almost 90 percent of IRA owners 
describe as “somewhat important” or “very 
important.”* Although advisors don’t always 
have to deliver extensive, written retirement 

income plans, advisors should leverage 
technology (e.g., aggregation tools and 
planning software) to keep income plans 

up to date and help clients track progress 
toward their goals.
*Datapoint is not shown in figure 3.

FIGURE 4

TOP RETIREMENT INCOME PRODUCTS AND STRATEGIES, 2019

FIGURE 4 HIGHLIGHTS: Advisors most commonly use dividend- 
paying stocks (48 percent), dividend-paying equity funds (46 percent), 
and systematic withdrawals from mutual funds (45 percent)  
for retirement income strategies.

KEY IMPLICATIONS: In 2018, baby boomers (investors ages 53–71) 
owned more than $19 trillion in managed assets. Much attention 
is rightfully dedicated to preparing for the upcoming generational 
wealth transfer, but the fact remains that baby boomers control the 

largest portion of investor assets. Their needs as they enter and 
navigate retirement will continue to shape the investment land-
scape for years to come. As a result, the extended low rate environ-
ment has created valuable openings for income-oriented solutions. 
Although advisors have continued to shift assets to passive products, 
as of second quarter 2019, the top asset classes for active fund flows 
over the trailing 12- and 36-month periods were ultrashort bond and 
intermediate core-plus bond strategies.

Analyst Note: Data represents advisors who use the product or strategy frequently or always.

Sources: Cerulli Associates, in partnership with Investments & Wealth Institute (formerly IMCA), and the Financial Planning Association®
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FIGURE 5

CLIENTS’ PREFERRED FEE STRUCTURE BY ADVICE ORIENTATION, Q2 2018

FIGURE 5 HIGHLIGHTS: Nearly two-thirds (62 per-
cent) of investors prefer some version of a fee-based 
option to pay their advisors, as opposed to being 
charged a commission for each transaction.

KEY IMPLICATIONS: The segment of investors indi-
cating that their financial advice is complimentary 
or they are unsure about how they pay for advice 
has fallen from 65 percent in 2011 to 42 percent in 
2018.* Although Cerulli Associates has found little 
evidence of price compression, investors are becom-
ing more aware of their advisors’ compensation 
structures. Facing an era of greater transparency, 
advisors should be able to enumerate the breadth 
of their service set and be able to explain how each 
contributes to improved investor outcomes. Just  
16 percent of self-directed investors reported favor-
ing an asset-based fee, however, this jumped to  
61 percent for households that rely on advisors to 
make most or all of their investment decisions.*
*Datapoint is not shown in figure 5.

Analyst Note: Participants were asked: “How would you prefer to compensate your primary provider for the services  
you receive? 

- I would prefer to pay my provider each time I make a transaction (e.g., a commission) 
- I would prefer to pay my provider a percentage fee based on my level of assets 
- I would prefer to pay my provider a retainer fee for a set amount 
- I would prefer to pay my provider an hourly fee”

Sources: Phoenix Marketing International, Cerulli Associates

FIGURE 6

FEE VS. COMMISSION MIX, 2018 VS. 2020E

FIGURE 6 HIGHLIGHTS: More than one-third (38 percent) of advisors 
generate 90 percent or more of their revenue from asset-based fees, 
and this percentage is expected to surpass 50 percent by 2020.

KEY IMPLICATIONS: Practices are increasing their fee-based rev-
enue and many are graduating to the next tier of use. A prime 
example of this is the drop-off in the percentage of practices that 
currently generate between 50 percent and 90 percent of their 

revenue via asset-based fees but anticipate moving to the tier of  
90 percent or greater. This trend is relatively steady across all  
channels, core markets, and practice types and sizes.* To be suc-
cessful, Cerulli Associates recommends that advisors transitioning 
away from commission-based models should evaluate and accu-
rately price their capabilities to ensure that they’re being compen-
sated appropriately.
*Datapoint is not shown in figure 6.

Analyst Note: Shows the degree to which advisors’ revenue is based on fees. Remaining revenue is commission-based.

Sources: Cerulli Associates, in partnership with Investments & Wealth Institute (formerly IMCA) and                        the Financial Planning Association
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FIGURE 7

ASSETS UNDER MANAGEMENT-BASED ADVISORY FEES, 2018

FIGURE 7 HIGHLIGHTS: The average advisory 
fee schedule steadily decreases in correlation to 
clients’ wealth.

KEY IMPLICATIONS: Cerulli Associates has spo-
ken to many HNW practices that will not negotiate 
fees. “If a client doesn’t need our bundled services 
at our stated costs, then the relationship is not 
meant to be, at least not yet,” said one registered 
investment advisor. Despite common belief, more 
HNW practices have increased advisory fees ver-
sus reducing them; however, on average, clients’ 
all-in costs are down due to efficient use of tech-
nology and selective use of passive strategies and 
other lower-cost investment options. Despite the 
continued move toward advisory, it is important to 
recognize that there may be situations where it is 
ultimately more cost-effective for clients to pay for 
services in a commission-based or fee-for-service 
format. This is particularly true for advisors work-
ing with smaller clients who may require minimal 
planning or investment services.

Analyst Note: Advisory fees exclude asset manager fees and are self-reported by advisors.

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

FIGURE 8

USE OF NONTRADITIONAL FEES BY CORE MARKET, 2018

Analyst Note: Nontraditional fees includes fees for financial plans, annual or retainer fees, and hourly fees.

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

FIGURE 8 HIGHLIGHTS: Nearly two-thirds (63 percent) of advisors 
use some type of nontraditional fee structure to charge for services.

KEY IMPLICATIONS: One-third of practices charge a fee for  
constructing financial plans, which can vary depending on whether 
clients need more comprehensive planning versus simplified, tar-
geted plans (e.g., birth of a child).* As firms look to diversify both 
their revenue and service offerings in parallel to their aging client 

bases, Cerulli Associates anticipates more practices will introduce 
explicit fees for these services. Cerulli Associates also anticipates  
an increase in other fixed fees, such as annual retainers and  
advisory consulting fees, to offset complex needs. For example, 
wealthy clients may want customized due diligence on private or 
direct investment opportunities or help finalizing succession and 
legacy plans.
*Datapoint is not shown in figure 8.
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FIGURE 9 HIGHLIGHTS: Nearly two-fifths (39 percent) of advisors 
feel they spend too much time with unprofitable clients.

KEY IMPLICATIONS: Technology tools can open a window into  
profitability breakdown. In addition to the wealth of financial planning 
and investment management programs that have come to market, 
broker-dealer home offices, custodians, and technology providers 

are delivering new systems to help advisors analyze their practices. 
This includes tools to examine business metrics such as productiv-
ity ratios, growth ratios, return on assets, revenue per professional, 
or support staff. These types of integrated insights can help advisors 
evaluate how they’re spending their time and which clients they’re 
dedicating more resources to than they receive in return, in terms  
of profitability.

FIGURE 10

CLIENT RELATIONSHIP DIVISION, 2018

Analyst Note: The “agree” category includes advisors who agree or strongly agree with the statement: “My clients also work with 
other senior advisors on my team.” The “disagree” category includes those who disagree or strongly disagree. Figure 10 excludes 
solo practitioners.

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

FIGURE 10 HIGHLIGHTS: More than half 
(53 percent) of advisors on teams have other 
senior advisors working with their clients. 

KEY IMPLICATIONS: The majority (73 per-
cent) of advisors consider an improved client 
experience to be a benefit of teaming, rat-
ing this factor above all other options.* 
Expanding a client’s access—either directly 
or indirectly—to multiple advisors with dif-
ferent specialty areas, backgrounds, and 
skills broadens the pool of internal knowl-
edge. Additionally, the presence of differ-
ent personalities, interests, and work styles 
can help resonate with a more-diverse set 
of clients (as well as staff). Clients who 
work with integrated, effective multi-advisor 
teams appreciate feeling like they have an 
entire team of specialists at their disposal. 
This can be particularly meaningful in the 
independent channels that lack the robust 
support of a home office.
*Datapoint is not shown in figure 10.

FIGURE 9

ADVISOR SENTIMENT: CLIENT PROFITABILITY, 2018
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Sources: Cerulli Associates, in partnership with Investments & Wealth Institute (formerly IMCA) and                        the Financial Planning Association
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FIGURE 11

CLIENT TOUCHPOINTS, 2018

FIGURE 11 HIGHLIGHTS: Fewer than one-third (29 percent) of advi-
sors use video conferencing to engage with their clients.

KEY IMPLICATIONS: Enabled by greater use of technology and the 
rise of holistic financial planning, advisors now contact their ideal 
clients an average of 75 times a year.* It should be noted, however, 
that this includes the use of email, social media, and outgoing phone 
calls. Advisors report meeting with ideal clients just more than five  
 

times a year.* In-person meetings continue to be one of the most 
powerful opportunities, but technology can be a powerful tool to 
deliver light, personal touches to show clients that they remain top 
of mind as well as to help counteract negative messaging that can 
bombard investors during periods of market volatility. As technology 
adoption rates continue to increase and firms explore ways of auto-
mating aspects of the client experience, Cerulli Associates expects 
digital touchpoints to rise.
*Datapoint is not shown in figure 11.

Analyst Note: Respondents were asked how often they contact an ideal client each year via the following touchpoints. 

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