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UNDERSTANDING THE AFFLUENT 
AND HIGH-NET-WORTH MARKET
By Ed Louis ,  Cerul l i  Associates

In this edition of Investments & Wealth 
Research, Cerulli Associates examines how 
practices focused on serving affluent and 
high-net-worth (HNW) investors meet 
the unique needs of their client base.1 

Affluent and HNW investors represent an 
attractive opportunity, but they offer 
unique challenges as well. As investors 

move up in wealth, their financial needs 
and concerns grow increasingly complex. 
Additionally, when working with HNW 
and ultra-high-net-worth (UHNW) 
clients, addressing nonfinancial concerns 
is crucial. Many multi-family offices are 
created around specialized services such 
as philanthropy, family dynamics, and 
governance that current wealth owners 

seek in order to educate and prepare their 
families to preserve wealth.

Affluent and HNW investors require a 
truly holistic approach. Not every practice 
may have the resources to focus on that 
segment of the market, but understanding 
trends can offer valuable insights for  
any practice.

FIGURE 1 

HOUSEHOLD ADVICE ORIENTATION BY INVESTOR WEALTH TIERS, 2017

FIGURE 1 HIGHLIGHTS: More than two-
thirds of affluent (67 percent) and high-net-
worth (69 percent) investors rely on financial 
advisors for some level of financial advice.

KEY IMPLICATIONS: With access to  
nearly unlimited data, investors can find 
themselves overwhelmed with information  
rather than positioned to make informed 

decisions. The potential for confusion only 
increases as investors accumulate more 
wealth. Mistakes around tax planning or risk 
management can have steadily magnifying 
consequences for affluent and HNW investors. 

Access to information has served as a 
gateway to advice, contrary to concerns that 
online providers would consume the finan-
cial advice landscape. From 2012–2017, the 

share of affluent investors who identify as 
either advisor-assisted (consulting with an 
investment professional or advisor regularly 
but also obtaining additional information on 
their own) or advisor-directed (relying on an 
investment professional or advisor to make 
most or all investment decisions) increased 
from 39 percent to 44 percent.* 
*Data points are not shown in figure 1.

Sources: Phoenix Marketing International, Cerulli Associates
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TABLE 1 HIGHLIGHTS: Affluent households’ greatest economic con-
cerns are protecting their current wealth (17 percent) and the health 
of themselves or family members (11 percent).

KEY IMPLICATIONS: Wealth does not equate to being carefree, 
although concerns naturally shift. For example, leaving an estate for 
heirs, wealth preservation, inflation, minimizing taxes, and market 
returns become top priorities for HNW households. They still share 
similar concerns as all households in terms of health care and the 
associated costs. This tends to be a chief concern of wealth creators 
in their 50s and 60s because they may be caring for both their par-
ents and their children (often adult children). 

For practices focused on HNW investors, ensuring that services 
are rounded out with softer amenities such as those listed in table 2  
can better prepare families for these aspects of wealth. Practice 
management consultants note that as advisors move up-market,  
for successful practices the focus shifts from investment manage-
ment and financial planning to the overall client experience and  
life planning.

TABLE 1

GREATEST HOUSEHOLD CONCERNS, 2Q 2017

Households’ Greatest Economic Concerns
All Affluent 
Households

Protecting current levels of wealth 17%
Health of myself or family member 11%
Planning for retirement 11%
Cost of health care 9%
Rate of return in the stock market 8%
Minimizing taxes paid by my household 6%
Value of household investments will decline 6%
Level of inflation in the United States 6%
Rising interest rates 6%
The real estate market 4%
Leaving an estate for heirs and/or protecting 
estate from impact of estate taxes 4%

Level of cash flow for household 4%
Energy prices 3%
Getting household debt under control 2%
Loss or cutback in job 2%

Analyst note: “All affluent households” includes those possessing $1 million or 
more in investable assets.

Sources: Phoenix Marketing International, Cerulli Associates

Analyst note: Data reflects survey responses collected from 3Q 2016 through 3Q 2017. Data collected in 2016 was in partnership with Trusts & Estates and Everplans.

Source: Cerulli Associates

TABLE 2

AVAILABILITY AND DISTRIBUTION OF SERVICES PROVIDED BY ALL HNW PRACTICES, 2017
Family-Office Services Offered Internally Outsourced Do Not Offer This Service
Consolidated reporting and performance reporting 80% 12% 9%
Cash management 68% 6% 26%
Charitable and philanthropic planning 70% 9% 21%
Family counseling and planning (including governance, 
meetings, and education) 59% 9% 33%

Trust administration and trustee services 42% 46% 12%
Foundation management 43% 20% 38%
Private banking 34% 21% 45%
Bill pay 34% 25% 41%
Concierge and lifestyle services 29% 16% 56%
Internally managed common trust funds 24% 9% 67%

TABLE 2 HIGHLIGHTS: The majority of 
HNW-focused practices offer consolidated 
reporting and performance reporting as a pri-
mary service offered internally (80 percent). 

KEY IMPLICATIONS: When working with 
HNW and UHNW clients, the most success-
ful firms are those that can deliver financial 

services (e.g., tax planning and bill pay) as 
well as services that address nonfinancial  
needs of the wealthy, including charitable 
planning and family-dynamics programs, 
which are growing in importance. 

As today’s clients age, they seek help 
coaching beneficiaries on various aspects  
of wealth. It’s these needs that challenge, and 

frequently overwhelm, firms looking to enter 
the family-office space. The objective is to 
offer these services at reasonable costs, 
regardless of whether they are accomplished 
internally or outsourced to specialists.

Across channels and firms, many HNW 
practices strategically outsource person-
alized services when it’s effective. The 
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FIGURE 2

FINANCIAL PLANNING OPPORTUNITY HOUSEHOLDS BY INVESTABLE ASSETS  
AND AGE RANGE, 2Q 2017

FIGURE 2 HIGHLIGHTS: More than one-
third (34 percent) of HNW investors ages 
40–49 see the value in having a financial 
plan but do not have one.

KEY IMPLICATIONS: Many firms have over-
looked affluent and HNW investors ages 

30–49. Historically, practices have focused 
on the needs of the older generations. They 
are just now beginning to recognize the 
opportunity set that millennials and mem-
bers of generation X represent. 

Working with millennials is an especially 
important curve to get ahead of. The older 

and wealthier the client, the more likely  
the client is to have an established advisor 
relationship. Not seeking out these fresh 
and willing-to-engage opportunities today 
likely means needing to win them over from 
other advisors in the future, which is not an 
easy task.

Analyst note: “Financial planning  opportunity households" are those indicating that having a financial plan is important to them but they do not currently have a formal 
financial plan.

Sources: Phoenix Marketing International, Cerulli Associates

Analyst note: “All affluent households” includes those possessing $1 million or more in investable assets.

Sources: Phoenix Marketing International, Cerulli Associates

FIGURE 3

HNW SERVICES USED WITH FINANCIAL ADVISORS BY INVESTABLE ASSETS, 2Q 2017

FIGURE 3 HIGHLIGHTS: More than half  
(55 percent) of investors with $5 million or 
more in assets use business planning ser-
vices with their financial advisors.

KEY IMPLICATIONS: On average, HNW 
clients use eight products or services with 

their advisors.* Services such as investment 
selection, financial planning, and estate 
planning are predictable, but business  
planning is multi-faceted and continues  
to present opportunities. Many multi-
family offices (MFOs) report capitaliz-
ing on business planning because most of 

their clients tend to fall into one of three 
groups: entrepreneurs, corporate execu-
tives, or those with “sudden wealth.” Each 
group has unique needs, opinions, and 
styles. Entrepreneurs, in particular, can 
be great clients because their needs dra-
matically shift throughout the life cycle as 

outsourcing often translates to an additional fee to the clients, but at 
lesser all-in fees for clients and families. Services centered on  
 

tax planning and preparation* and trust administration and trustee 
services (46 percent) are the most commonly outsourced services.
*Data points are not shown in table 2.
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business capital becomes personal capital 
that refines their needs. One key element of 
a family office is the degree of coordination 

among the services it provides to its client 
base. This bundled approach allows fam-
ily offices to provide a true holistic wealth 

management experience, where services are 
delivered in a customized fashion.
*Data points are not shown in figure 3.

FIGURE 4 HIGHLIGHTS: Just 13 percent  
of all HNW practices have decreased fees 
since 2010. 

KEY IMPLICATIONS: Media headlines and 
marketing campaigns undeniably have  
created heightened fee awareness. However, 
this should not be confused with fee com-
pression. Product-level fee compression 
(e.g., passive investments) is observable, but 
advisory fee compression is less prevalent. 
Overall, passive investing has allowed for 
lower all-in fees for clients without advisors 
needing to decrease their fee schedules. 

Since 2010, more than one-quarter  
(28 percent) of all HNW practices have 
increased their fees. This is typically due to  
offsetting regulatory costs, introducing new 
services, or increasing profit margins. Figure 5 

FIGURE 4

HNW PRACTICES' AMENDMENTS TO STATED ADVISORY FEES, 2017

FIGURE 5

INVESTOR-REPORTED FEE STRUCTURE BY INVESTABLE ASSETS, 2Q 2016

FIGURE 5 HIGHLIGHTS: Although 39 percent 
of HNW investors report having a fee-only 
structure with their advisor(s), another third 
(34 percent) report a mix of commissions 
and fee-based.

KEY IMPLICATIONS: Nearly three-quarters  
(73 percent) of HNW investors now report 

compensating their advisors either on a 
fee-only basis or as a mix of fees and  
commissions. At first glance, the share of 
HNW investors paying for services partially  
(34 percent) or entirely (18 percent) through 
commissions may seem high. However,  
investors working with advisory teams at  
private banks, wirehouses, and other 

broker–dealers likely are using some trans-
actional-based services and products, such 
as insurance products. As investable assets 
increase so does fee awareness—just  
3 percent of HNW investors report being 
unsure of their current fee structure. 

Analyst note: Respondents were asked consistently, “What has happened to wealth management advisory fees  
over the past three years?” Responses represent HNW practices and advisors surveyed between 2013 and 2017.  
As a result, the insights equate to fee amendments dating back to approximately 2010.

Source: Cerulli Associates

suggests that HNW investors understand 
the complexities and, in turn, the costs, 
but it’s imperative that fees are reasonable 
and advisors remain trustworthy. Advisors 

reported that the average advisory fee at the 
$5-million mark was 68 basis points in 2017, 
with the lowest being 20 basis points.*
*Data points are not shown in figure 4.
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Source: Cerulli Associates

FIGURE 6

FACTORS IMPACTING HNW-PRACTICE LONG-TERM GROWTH STRATEGIES, 2017

FIGURE 6 HIGHLIGHTS: Acquiring new 
clients to increase overall scale (93 percent) 
and earning referrals from existing clients 
(72 percent) have the most impact on prac-
tices’ long-term growth strategies.

KEY IMPLICATIONS: Several practices 
have discussed with Cerulli Associates how 

referrals can result in delicate decisions.  
As one chief executive officer said, “We  
don’t like to bend on account minimums,  
but, when we do, nine out of 10 times it’s 
due to a client referral.” Other practices 
noted the same and said that, if the referral 
is accepted, it is important to follow up and 
let the client know that the firm made  

the accommodation. Although some  
firms won’t admit it, there is a natural  
fear that rejecting smaller referrals  
can lead to larger referrals not being  
made later. This likely contributes to  
just 34 percent of HNW practices focusing  
on “selectively adding only higher-margin 
clients.” 

TABLE 3

HNW ADVISORS’ RELATIONSHIPS WITH CLIENTS’ POTENTIAL INHERITORS, 2017

TABLE 3 HIGHLIGHTS: Nearly all (94 per-
cent) HNW advisory practices either actively 
include clients’ spouses or significant others 
in the planning process or have onboarded 
them as established clients. 

KEY IMPLICATIONS: Most HNW practices 
have established relationships with the  
 

spouses or significant others of their clients, 
but more than half (57 percent) have at best 
had limited interactions with their clients’ 
children. Working to develop multigenera-
tional estate plans might satisfy the current 
wealth-holders’ needs, but without a rela-
tionship with heirs, a practice strongly risks 
losing the assets once the client passes on.  
 

Only 8 percent of HNW advisors believe inter-
generational wealth strategies are a major 
concern and just one-third think this will 
have an impact on their long-term growth.* 
Engaging with current clients’ children 
should be a top priority. Practices that fail 
to do so will need to prepare to recruit even 
more new clients if beneficiaries depart.
*Data points are not shown in table 3.

Degree of Relationship
Spouse/ 

Significant Other Children Grandchildren
Other Identified 

Inheritors
Already established 
clients 57% 27% 10% 4%

Actively involved in 
planning processes 37% 17% 7% 11%

Limited interactions 7% 47% 30% 64%
Unacquainted 0% 10% 53% 21%

Analyst note: Examples of “Other Identified Inheritors” include extended family members, friends, foundations, and business partners.

Source: Cerulli Associates
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FIGURE 7

HNW ADVISORS’ MOST EFFECTIVE STRATEGIES TO STRENGTHEN 
RELATIONSHIPS WITH CLIENTS’ CHILDREN, 2017

FIGURE 7 HIGHLIGHTS: Involving children at 
the outset of relationships or asking current 
clients to involve their children are the most 
effective ways to develop relationships with 
clients’ children.

KEY IMPLICATIONS: Advisors are not 
always at fault for the lack of engaging 
clients’ families. Many clients can be passive 

and procrastinate about involving family  
members for several reasons. They may not 
wish to burden their inheritors, they may 
feel they’re not ready, or trust in the advisor 
may not be fully established yet. Successful 
MFOs use examples from other families  
to convey how important including the 
entire family is to goals-based multigenera-
tional planning. In the UHNW space, formal, 

agenda-structured family meetings are 
common. For an HNW family, simply gather-
ing all the generations in one place to infor-
mally outline family missions and discuss 
important topics, including philanthropy 
aspirations and business succession, can go 
a long way toward deepening relationships.

Analyst note: Respondents were asked, “What has proved to be the most effective means to develop business relationships with your clients’ children?”

Source: Cerulli Associates

Source: Cerulli Associates

FIGURE 8

HNW ADVISORS’ PERSPECTIVES ON ESG/SRI INVESTMENT PRODUCTS, 2017

FIGURE 8 HIGHLIGHTS: More than half  
(52 percent) of HNW practices reported 
using environmental, social, and governance 
(ESG) or socially responsible investing (SRI) 
strategies.

KEY IMPLICATIONS: Two-fifths (41 percent) 
of HNW practices, including many MFOs, 
have no plans to offer ESG or SRI solutions. 

It is important to note, however, that  
several firms tell Cerulli Associates that 
ESG and SRI funds are not necessary  
because these investing principles already 
are embedded in their practices and are 
further defined by families’ investment  
policies. Still, many MFOs, including 
Rockefeller, Privos Capital, and Pathstone 
Federal Street, as well as wirehouses  

(e.g., Morgan Stanley) and banks (e.g., BNY) 
have established themselves as thought 
leaders in the space. For the remaining 
firms, Cerulli Associates believes that  
ESG and SRI strategies likely will become 
more mainstream as investor demand 
increases in their use and asset managers 
establish better track records with them.
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Contact  Ed Louis  at  e louis@cerul l i .com.

Analyst note: Advisory practices were asked, “Which of the following are motivating your clients’ interest in ESG/SRI?” Figure 9 represents the percentage of respondents who 
selected “very important.”

Source: Cerulli Associates

FIGURE 9 

HNW PRACTICES: PERCEIVED DRIVERS OF INVESTOR ESG/SRI DEMAND, 2017

FIGURE 9 HIGHLIGHTS: Advisors identify 
ethical concerns and a desire to make  
an impact with their wealth as the main  
drivers behind investor demand for ESG and 
SRI strategies.

KEY IMPLICATIONS: Investors’ interests 
have shifted heavily to passion investing  
versus the exclusionary-list approach of 
years past. In response, asset managers  
increasingly are launching strategies 
focused around these themes and using  
a factor-based approach to monitor 

potential areas of ethical concern as part  
of their risk-management process. Several  
practices report female clients as being 
more proactive about asking, but they  
also note that the trend is generally consis-
tent among clients of all ages and sources 
of wealth. 
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ENDNOTE
1.  Cerulli Associates generally defines affluent 

households as those with $2 million  
to $5 million in investable assets, high- 
net-worth as those with $5 million to  
$20 million, and ultra-high-net-worth  
as those with more than $20 million.
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