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RE-ASSIGNING AND ALIGNING VALUE



INTRODUCTION AND OBJECTIVE 
The business of providing financial advice is currently undergoing a transformational change, leading 
many to intensely focus on – and re-evaluate – the current versus future of state of fees. 

External forces, including regulatory scrutiny on adviser compensation, a decade-long bull market and 
the rise of low-cost investing options have thrust the discussion around fees into the spotlight. 

But at its core, the central issue is not literal pricing levels or cost of services. 

Fundamentally, the discussion is about quality, value and how, or if, advisers can clearly demonstrate 
that they are uniquely creating value – and ultimately delivering results that meet a client’s constantly 
changing objectives. 

The focus of this paper is to highlight the developments that have shaped the relationship between 
services and pricing, while also providing a benchmark for assessing your firm’s current fee structure 
and schedule. In addition, the objective of this report will be to provide you with a framework for 
appropriately aligning value with service – as well as a resource that can assist in the strategic 
evaluation of your firm’s pricing and positioning. 
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FEES AT THE FOREFRONT
The industry itself has already morphed considerably in recent years, with a growing number of advisers, 
across all channels, increasingly emphasizing fee-based services and revenue streams over product-based 
commissions and trails. This movement, underway for many years, began to accelerate in 2016 following 
the introduction of the Department of Labor’s Fiduciary rule, which scrutinized adviser compensation – 
and in particular, any revenues derived from commission-based recommendations and sales to clients.

Importantly, while the DOL’s proposed fiduciary rule was eventually struck down in June, its impact was 
firmly felt and many advisory firms are expected to continue favoring fee-based services over commissions. 

In the independent broker-dealer segment of the industry, for example, the percentage of revenue 
earned from fees at the end of 2017 spiked to 40%, nearly double the 23% of fee-based revenues 
generated in 2010, as outlined in Figure 1 below:

This shift – which amounts to more than $5B transitioning to fees over the last eight years in the 
independent broker-dealer channel alone – has taken place within other key segments of the adviser 
marketplace. Registered Investment Advisers, for example, have historically been fee-based and at the 
end of 2017, 81% of their revenue was generated by fees – a nearly 20 percentage point increase from 
2009, according to InvestmentNews Research, as illustrated in Figure 2.

Figure 1: Independent broker-dealer revenues: Fees vs. commissions

Figure 2: Historical shift in commission vs. fee based revenues

The bottom-line: The future is fees. While commissions are unlikely to disappear completely, fee-
based advice will continue to increase in popularity and the revenue streams generated by advisers will 
continue to tilt towards fees. This will put a greater emphasis on service and pricing  – and will require 
advisers pay closer attention to individual client profitability levels. 
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THE TRANSITION: FROM TRANSACTIONS  
TO RELATIONSHIPS
This global shift in revenue generation clearly reflects one of the most important transitions in the industry’s 
recent history: A move from a transaction-driven industry to a more relationship-based profession. 

Fee-based pricing models – largely driven by asset-based fees – have changed the adviser-client 
dynamic in many cases, with advisers providing a broader range of investment, planning and wealth 
services for an annual fee that is based on the level of assets in the underlying portfolio. 

The asset-based fee is currently, by far, the most common form of fee charged by advisory firms, with 
96% of independent advisory firms1 relying on an asset-based pricing model.

It has historically been the preferred pricing structure, as it allows advisers to scale their pricing 
for clients based on asset sizes and often leads to a more predictable revenue stream for the firm. 
Ultimately, it also aligns an adviser’s fee with their ability to increase a client’s overall assets under 
management – the primary focus and objective in traditional adviser-client relationships. 

Figure 3 below outlines the typical fee schedule and fee levels for an independent advisory firm, as well 
as a breakdown of a typical firm’s client base by assets under management:

In addition to these levels, which have remained relatively consistent since InvestmentNews Research 
began studying advisory fees in 2009, many firms also have implemented minimums to make sure they 
are maintaining ideal client profitability levels.

Currently, 48% of firms have a minimum fee requirement, up from 44% in 2016; the minimum fee in 2018 
was a median of $5,000 per client, per year, consistent with the minimum fee levels in 2016. At the same 
time, 43% of firms reported that they will not service clients that have less than $500,000 in assets. 

This is an important development in the overall evolution of fees: While advisers have not generally 
increased their fees, more firms have been specifically defining their ideal client types and assigning a 
minimum value to their services before they even begin working with a client. 

Figure 3: Typical independent advisory firm’s fee schedule and pricing

 Percentage of firms Average advisory fee  
  Client AUM levels servicing client size percentage on assets

  Average  Median

  $100,000 73% 1.21%  1.20%

  $250,000 80% 1.17%  1.06%

  $500,000 92% 1.12%  1.00%

  $1,000,000 98% 1.01%  1.00%

  $2,000,000 95% 0.92%  0.90%

  $5,000,000 86% 0.75%  0.73%

  $10,000,000 68% 0.65%  0.60%

  $25,000,000 49% 0.46%  0.46%

“We are very 
selective about 
which clients 
we are taking 
on. We look 
for organic 
growth within 
the client 
relationship 
and want 
clients that 
have the 
potential to 
add dollars 
to the 
relationship. If 
that potential 
is not there, we 
may not take 
the client on.”
Jeff Roof
President
Roof Advisory Group

1 Source: 2018 InvestmentNews Study of Pricing & Profitability
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DRIVERS OF CHANGE
A number of advisory firms have been 
strategically reviewing their current fee 
structures and strategies in the last 12-24 
months in particular, with more change on 
the horizon. The majority of advisory firms, in 
fact, will end up making some level of change 
to their fees by the end of the year, as noted 
in Figure 5 below, which illustrates that two-
thirds of advisory firms will have adjusted 
their fees on some level over the three-year 
period ending December 2018:

Changes have included both adjustments to 
pricing levels, as well as minimum fees and 
minimum client levels. In 2018, roughly twice 
as many firms reported raising their fees (18%) than lowering them (10%), slightly above rates recorded 
in 2016 (16% raising vs. 10% lowering) but slightly down from 2014, before many of the trends that have 
taken hold in the market were firmly underway (22% raised fees, vs. 8% lowering).  

FEES BY FIRM SIZE
While overall fee levels have remained relatively unchanged in recent years, there are notably significant 
differences in fees when examining advisory firms by size. 

While a 1.00% fee is the most common, on median, across all firm sizes, the industry’s largest firms 
appear to be commanding a premium for their services, as outlined in Figure 4 below. Specifically, for 
clients with $5 million in assets or more, Super Ensemble2 firms are currently charging fees that are 
higher than all other firm types – while also serving the largest relative portion of high-net-wort and 
ultra-high-net-worth individuals in any category: 

Figure 4: Average independent advisory firm fee schedule by firm size

  Ensemble  Enterprise Super
  (less than $5M  Ensemble Ensemble 
  Client AUM Levels Solo in revenue) ($5M-$10M)  ($10M+)

  $100,000 1.33% 1.20% 1.16% 1.15%

  $250,000 1.24% 1.17% 1.06% 1.19%

  $500,000 1.14% 1.14% 0.96% 1.12%

  $1,000,000 1.03% 0.99% 0.91% 1.20%

  $2,000,000 0.95% 0.89% 1.09% 0.94%

  $5,000,000 0.78% 0.74% 0.73% 0.79%

  $10,000,000 0.66% 0.68% 0.54% 0.62%

  $25,000,000 0.54% 0.48% 0.35% 0.47%

2  Ensemble firms are defined as multi-professional advisory firms with up to $5M in annual revenue; Enterprise Ensembles are firms with 
$5M-$10M in revenue; Super Ensembles generated $10M+ in annual revenues

Figure 5: Changes in fees in the last two years and 
anticipated changes in the next year
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“We feel we 
provide the 
most value for 
what we deliver 
our clients. 
Our strategy 
focuses on 
creating 
systems and 
processes 
that build 
the capacity 
to win and 
service more 'A' 
clients.” 
John Van Sant
President & Chief 
Financial Officer
Cascade Financial 
Management, Inc.
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In addition, as clients have begun to rely on advisers for more financial planning and retirement income 
services, in addition to investment management, many firms have embraced flat or hourly fees in 
addition to the asset-based fee. Figure 5 below outlines the types of advisory fees used by independent 
firms at the end of 2017: 

We expect that the number of firms charging flat, hourly or project-based fees, will continue to increase, 
particularly as advisers look to expand beyond providing largely investment management  
and customize the scope of services they offer to current and future clients. 

Usage of flat or tiered dollar fees, which assign fees based on the level of service clients wish to receive, 
rather than their asset level, has increased from 29% of firms in 2014 to 37% of firms in 2018. Flat or 
tiered dollar fees offer consumer choice – clients can pay for the services they want – retain recurring 
revenue model that has made this a relationships-based business, and allowed firms to offer lower-tier 
services at lower cost that won’t eat up firm resources, especially for lower-end clients.

We also anticipate that advisory firms will be looking at unbundling fees and charging for highly specialized 
services. In many cases, advisers have provided much more than investment management services to 
clients – but have included them under an umbrella asset-based fee, as Figure 6 below details:

It is worth noting that at the core, a comprehensive advisory fee is likely to bundle retirement income 
planning, investment management and financial planning for clients who are looking for more full-
service relationships. 

Figure 5: Advisory firm pricing and fees used

Figure 6: Fee elements – Bundled vs. a la carte services
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“Our motto is: 
‘All fee cards 
face up.’ Clients 
want to know 
how much 
they’re paying, 
and when – 
which shapes 
our philosophy 
of continually 
seeking ways 
to further align 
service with 
value.”
Rick Phillips
Phillips Financial
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TIPS FROM TOP PERFORMERS:  
ROOF ADVISORY GROUP
Location: Harrisburg, Pa. 
Assets: $471M

WHEN LESS IS MORE: Lowering fees can actually be an approach that leads to both short- and 
long-term strategic growth. 

That’s the mindset at Roof Advisory Group, an InvestmentNews Best Practice Award winner and 
one of the top-performing firms in the independent channel over the last decade. 

THE CHANGE: Roof dropped its minimum annual fee to $5,000 per year from $7,500 and 
lowered its minimum asset level to $500,000 from $1 million. It also added a new breakpoint 
at $5M in assets and lowered its top-tier fee to a 50 basis point discount, as its client base 
continued to grow into that threshold. Previously the higher end of its fee schedule was 60 basis 
points for clients with $3 million or more.

THE STRATEGY: “We have very efficient client service and investment management processes, 
which allowed us the opportunity to serve more clients,” said Jeff Roof, president of Roof 
Advisory Group. “As legacy clients grow in size, we determined that adding another breakpoint 
was another way to leverage our efficiencies, be more competitive in our market and deepen 
client relationships.”

THE RESULT: While they don’t position the new breakpoint as a loyalty discount, that is 
effectively the viewpoint internally and it is one that is well received by clients who have had a 
successful long-term relationship with Roof. 

On the lower end, Roof sees an opportunity to expand in the market of individual investors who 
have between $500K and $1 million in assets. It’s a relatively new market for the firm, and 35% 
of its new clients added last year fell in that asset range – allowing it to build a bridge to the next 
generation of Roof clients. 

“We have very 
efficient client 
service and 
investment 
management 
processes, 
which allowed 
us the 
opportunity 
to serve more 
clients.”
Jeff Roof
President
Roof Advisory Group



DEMONSTRATING VALUE: ACTION ITEMS FOR  
RE-ASSIGNING AND ALIGNING VALUE
In light of the many dynamics that are rapidly re-shaping the adviser-client relationship, 
it is more critical than ever that advisers strategically evaluate the alignment of their 
services, value and pricing. While there is no one-size-fits all solution that can be 
universally adopted by advisory firms, there are five key considerations that can help 
advisers guide their decision-making and ensure that an appropriate framework is in place 
for the evolution of your approach to fees: 

Consider offering multiple fee-based pricing options. Not all fees need to be 
based on a client’s assets under management. Offering flat fees, hourly rates 

and project-based pricing will allow you to offer more well-defined services, 
while also potentially appealing to a broader base of potential clients in 
need of planning, as opposed to investment services

Establish clear minimums. Whether it’s a minimum fee or a 
minimum asset level, both assign a direct minimum value 

for your services and time. These are becoming more common 
guardrails for advisers, and help focus your firm on working with 
the right types of clients – and in a productive and economically 
viable framework.

There is additional value in specialization. Becoming 
known for a certain type of service not only comes with a 

message that can help your firm’s standing among your target clients 
and prospects, but they help to create a unique value proposition and 
could prove to be a key differentiator in competitive markets. 

Don’t be afraid to consider an increase in your fees. The reality is, the 
majority of firms have increased their fees as the industry has both added  

services and moved to more firmly ensconce itself with high-net-worth, or ‘upstream’, 
clients. Technology has enabled advisory firms to deliver a broader array of services more 
efficiently than ever before, and firms that are delivering an enhanced client experience 
can also assign a premium through their pricing. 

Clearly define and articulate all of the services, support and objectives 
addressed in your fee. Your clients will appreciate the full transparency – but it will 

also be easier for you to specifically identify where you deliver results, above and beyond 
the raw return on a clients’ portfolio. This will help you focus clients on outcomes and key 
milestones – not just year-over-year performance. The creation of a financial plan, staying 
on plan, eliminating debt, or navigating complex financial decisions all have material 
values, and are just a handful of examples of services advisers provide that clients could 
not often address on their own. 
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About This Research

ABOUT INVESTMENTNEWS RESEARCH
The mission of InvestmentNews Research is to provide advisory firms with the industry’s most comprehensive 

and informative practice management resources, benchmarking reports and targeted research studies. Our 

benchmarking studies and tools are a leading source of strategic intelligence for the industry’s top advisory firms, 

custodians, broker/dealers, consultants and professional organizations. InvestmentNews Research is a dedicated 

business unit of InvestmentNews, which officially launched in 2009 with the acquisition of the former Moss Adams 

LLC benchmarking studies. The business now offers, in addition to the legacy benchmarking studies, a subscription-

based research dashboard, custom research services, dedicated research webcasts, national and regional workshops 

and in-person presentations. 

 

For more information about InvestmentNews’ benchmarking and custom research, please contact Mark Bruno at 

mbruno@investmentnews.com.

ABOUT RAYMOND JAMES FINANCIAL, INC. 
Raymond James Financial, Inc. (NYSE: RJF) is a leading diversified financial services company providing private 

client group, capital markets, asset management, banking and other services to individuals, corporations and 

municipalities. The company has approximately 7,800 financial advisors throughout the United States, Canada 

and overseas. Total client assets are $764 billion. Public since 1983, the firm is listed on the New York Stock 

Exchange under the symbol RJF. Additional information is available at www.raymondjames.com.


