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The demand for retirement-income and transition
support is growing and the opportunity and
benefits for advisors are clear. Since 2008, we have
written four reports on this trend involving hundreds
of in-depth interviews and surveys of advisors across
channels and we know that best-practice advisors
in the retirement-income space are consolidating
client assets and are seeing greater new business and
referrals for clients nearing or in retirement.
Advisors also recognize that serving retirement-
income clients is a distinct discipline that differs
from providing support to accumulation clients and
is more difficult and time-consuming, requires
greater breadth of skills, products, services and
knowledge, and is more comprehensive than
support for pre-retirees.

Leading Advisors: Process over Product
Advisors recognize that advice is the paramount
deliverable to retirement-income clients and that
their most important role is to be a trusted guide to
their clients. Nearly nine in 10 advisors believe the
value they add is driven by the process they use
rather than the specific products or solutions they
implement. Most advisors employ a highly
customized approach to retirement-income support.
Having a thoughtful, consistent process to build
portfolios helps advisors manage the high degree
of customization and tailoring that accompanies
serving retirement-income clients. Having a formal
process in place is critical, ranging from client
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development and discovery to creating the
financial plan and portfolio construction. Conveying
a well-articulated retirement-income process to the
client creates a differentiated value proposition that
leads to asset consolidation and a trusting
relationship. An emphasis on process also allows
advisors to be able to scale some of their activities
related to retirement-income support.With the high
degree of customization and care involved in
serving retirement-income clients, having a
scalable approach to support is crucial for advisors
(SEE FIGURE 1).

What is a Retirement-Income Investment?
However, the process creates some challenges for
product providers in defining which retirement-
income products or investments advisors are using.
The reality is that retirement-income portfolios may
consist of a range of solutions from an equity mutual
fund to a variable annuity. A guarantee could be a
U.S. Treasury bill or a variable annuity (VA). The
use of investments and products by advisors for
retirement income is broad and diverse.

The most commonly used investments are money
market mutual funds, actively managed mutual
funds and ETFs. Among the vehicles used less
frequently by advisors when constructing

retirement-income portfolios are hedge funds,
private equity and other alternative investments,
immediate annuities and closed-end funds. With
regard to the frequency of usage, only money
market funds and actively managed mutual funds
have significant incidence of usage, with four in 10
advisors using these vehicles for at least half of their
retirement-income clients. Otherwise, no vehicle
is used by more than one in six advisors for at least
half of their retirement-income clients, and most are
used less frequently.

What Providers Do They Use?
Many advisors become comfortable with certain
providers and tend to be committed to these firms
as long as product performance and capabilities are
sustained.While advisors are open to new providers
and solutions, they are often challenged to find the
time to thoroughly evaluate new options.
Consequently, only one in eight advisors indicate
they use different solutions for retirement-income
portfolios today, compared to one year ago.

Advisors use a broad variety of investment
providers, with no firm owning the market for
retirement-income solutions. The list of top
providers they currently work with for building
retirement-income portfolios includes more than 100
different mutual-fund companies, insurance firms,
separate account providers and other organizations.
Of this group, only 17 providers are used by at least
5% of the advisors. The top firms listed are
American Funds, Franklin Templeton, BlackRock/
iShares and PIMCO; they are the only providers
mentioned by at least 15% of advisors.

Practice Changes to Serve Retirement-Income
Clients
Many advisors have made changes to their practice
in the past year to better serve retirement-income
clients. The most typical changes are the addition
of new products and services and the expansion of
financial planning and advice-giving capabilities.

FIGURE 1: RETIREMENT INCOME: PROCESS VS. PRODUCT

Source: GDC Research and Practical Perspectives
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These enhancements reflect advisors adjusting to
the more challenging environment arising from the
market downturn, including the need to modify
investment approaches and strengthen relationships
with clients. The demand for new products seems
to contradict their current behaviors and actual
usage. However, most changes have been related
to the addition of services over products and
adding new products may not necessarily involve
the addition of new products that are specific to
retirement income (SEE FIGURE 2).

Attitudes Toward New Solutions
Many advisors use the same products and
investments for retirement income as they do in
managing accumulation portfolios.As one advisor
stated, “I use the same tools in retirement income
as I do in accumulation, I just use them differently.”

Advisors generally believe they have sufficient
products for creating retirement-income portfolios.
Advisors focus more time and effort on the process
of structuring retirement-income portfolios than on
selecting specific vehicles or products. While

most advisors are open to considering new solutions,
they are comfortable with the products available to
them currently.As one advisor said, “I already have
the products to solve the retirement-income puzzle.
The product providers seem bent on trying to solve
the advice and skill challenge with a product.”

When asked if they have sufficient solutions
available to meet the retirement-income needs of
clients, nearly two-thirds of the advisors agree with
that statement and just one in seven disagree. This

is consistent across advisors, regardless of the degree
to which they currently serve retirement-income
clients, the channel they are affiliated with, their
preferred approach to creating retirement income
or whether they manage investments internally or
outsource management (SEE FIGURE 3).

This not to say that advisors are not interested in
expanding their investment/product toolkit,
specifically using distinct retirement-income
products such as annuities, absolute-return funds
and the like. But advisors have a number of

FIGURE 2: CHANGES TO SERVE RETIREMENT-INCOME CLIENTS

Source: The Continued Evolution of Retirement Income Delivery by GDC Research and Practical Perspectives
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concerns and reservations regarding new solutions
that were established even before the market
downturn. Compliance, flexibility, cost, provider
stability and expertise, and complexity are
significant concerns (SEE FIGURE 4).

There appears to be growing interest among
advisors in including VAs in the product mix for
clients. Yet it is important to realize that the use of
VAs continues to be polarized, with some advisors
remaining unconvinced of the long-term value of
these solutions. Advisors do seem to be attracted
to annuity riders that help insure that client income
needs can be sustained, if not enhanced, over time.
It is these types of riders that are seemingly
applied more frequently for retirement-income
clients.

While annuity guarantees and riders are attractive,
advisors are skeptical with regard to cost and tax
efficiency and the ability to address the need for
income through other means. It is also important
to realize that advisors continue to focus on the
survivability of firms underwriting promised
annuity benefits. This is despite the market upturn
and apparent stability that has been experienced in
the past year. It is likely that advisor insecurity
regarding annuity providers will linger since
individual practitioners have little means to
objectively evaluate the ability of any company to

FIGURE 3: PERCEPTIONS OF THE NEED FOR RETIREMENT-INCOME SOLUTIONS

Source: Examining Best Practices in Constructing Retirement Income Portfolios
by GDC Research and Practical Perspectives

HAVE SUFFICIENT
RETIREMENT-INCOME

SOLUTIONS
AVAILABLE

FIGURE 4: USAGE OF NEW SOLUTIONS – ADVISOR CONCERNS

Source: Advisor Best Practices: Retirement Income & Transition Support by GDC Research & Practical Perspectives
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make good on promises that may lie 10 years or
more down the road. The market downturn and
associated provider instability have accentuated the
focus on risk and provider sustainability and this
concern is unlikely to dissipate in the foreseeable
future. Product providers and platforms would be
wise to recognize that advisors are trying to cope
with uncertainty by diversifying annuity business
among multiple leading providers.

There is also the perception that annuity providers
and wholesalers do not understand the advisor’s
business or needs and focus heavily on pushing
products as one-size fits all solutions. As one
advisor stated, “The annuity wholesalers don’t really
understand my business. They need to make a
clearer case of how their product can work as part
of a broader solution for my clients and not talk
about annuities as the only solution that can be
used.” (SEE FIGURE 5)

Overall, hesitancy to utilize or adopt newer
solutions can be attributed to the following:
� Limited Capacity – Advisors have limited

capacity to keep pace with new retirement-
income product solutions, with 67% of
advisors stating they don’t have time to
research and evaluate new product solutions

� Product Proliferation – The number of
retirement-income products and solutions is
overwhelming for advisors who don’t have time
to evaluate them and my not even be aware of
them. This exacerbates the advisor’s capacity
issues

� Next Generation of Solutions – Advisors
believe many of the solutions are first
generation and are waiting for second or third
generation versions in hopes that improvements
will resolve product shortcomings

� Lack of Track Record – New products and
solutions are untested in uncertain market
conditions. Consequently, many advisors are
concerned these new solution may not live up

to their expectations years down the road
and could negatively impact their client’s
retirement-income portfolios

Product Development and Support
Recognizing that the marketplace for retirement-
income and transition support is still in its early
stages, advisors expect continued availability of new
solutions. Product providers, including fund
companies and insurance firms, must incorporate
the specific concerns of advisors as they develop
new solutions. Chief among these concerns are:
� Clarity of benefit – Are the benefits from the

new solution clearly superior compared to
existing solutions available?

� Flexibility of Product – Is the product
sufficiently flexible and adaptable to enable the
advisor to customize a solution for clients?

� Cost and Expense – Are the expenses of the
product in line with the perceived benefit
delivered?

� Track Record – Does the product and the
provider have sufficient track record to ensure
performance in various market environments

FIGURE 5: ANNUITY WHOLESALERS UNDERSTAND MY NEEDS

Source: Advisor Best Practices: Retirement Income & Transition Support by GDC
Research & Practical Perspectives
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� Complexity – Is the solution overly complex

or is it easily understood and transparent for the
advisor and client?

� Supportable – Does the solution integrate
well with existing platforms and tools used by
the advisor?

Advisors note that many of the product firms that
they work with need to be more effective in
marketing retirement solutions.Advisors are highly
time-constrained and despite efforts to be vigilant
about new products, they are often unable to keep
up with the number of new offerings. In this
cluttered environment, marketing activities need to
focus on helping the advisor quickly grasp the
benefit of any new solution, what makes it
different, and how the solution can fit as part of an
overall retirement-income strategy. All too often,

advisors indicate that providers fail to articulate clear
benefits or differentiation and often focus on how
products are the total solution to a challenge, rather
than an integrated piece of a larger longevity
puzzle. On the latter point, the advisors deeply resent
products positioned as one-size fits all panaceas that
are suitable for every retirement client. The
advisors prefer solutions that they can tailor for
specific client circumstances and which address
specific needs as they arise.

Closing
The opportunity and demand for new solutions will
increase. However, product providers will need to
increase education, demonstrate how their solutions
will add value to the advisors retirement-income
process and be patient. Advisors will need time to
understand these solutions and see that they domeet
their intended need. �
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