
The Future of Advice

The Era of Advisor Selectivity and Expertise Scarcity

The essence of any advisory relationship is the quality and insightfulness of the advice 
provided to a client. After taking into consideration myriad (sometimes competing)  

factors — including time horizon, risk tolerance, objectives and age — the advisor creates a 
plan that aims to achieve the client’s goals. Ideally, this trusted relationship between advisor 
and client extends for many years, adjusts as circumstances dictate and carries on to multiple 
generations of the family.

However, as successful as this relationship structure has been for thousands of advisors and 
clients alike over the last few decades, changes are underway that will fundamentally alter 
both the availability of sophisticated client guidance and how advice is delivered. 

Significant changes to advisor demographics, the use of technology solutions and a refined 
approach to client tiering will transform how advisors deploy their most differentiating  
skill: advice.

Changing Advisor Demographics
After an initial rise of the financial advisory industry across the U.S. over the last several 
decades, much of the industry is in a precarious demographic position. The most successful 
advisors have built their businesses through decades of effort and have amassed an impressive 
level of expertise they provide to their clients. However, since that first wave of advisors 
entered the market, there has not been much gender diversity. Consequently, the advisor 
community is highly skewed towards older men, with the average advisor just over 50 years 
old. Overall, advisors age 55 and older comprise approximately 40 percent of the industry 
headcount and they garner a similar percentage of the industry’s assets.1

As many advisors continue to move closer to retirement, the stark reality is almost 40 percent 
($6.6 trillion) of the industry’s assets will be transitioned within the next 10 years solely due to 
advisors retiring. While much attention is deservedly paid to the multi-decade, generational 
transfer of wealth taking place between Baby Boomers and their children, the coming exit of 
many trusted advisors from the industry will have a far-reaching impact on asset transition for 
the overall industry.

The retirement of so many experienced advisors creates both a current and future expertise 
gap that clients and advisory firms will be challenged to successfully navigate. The industry 
has continued to add new advisors to its ranks, but no number of new advisors can immediately 
replace the capabilities of seasoned advisors with 30 years of experience.

November 2018

1 Retirement Income Journal Editorial Staff, “Babybust? Only 11.7% of financial advisors are under 35: Cerulli.” (March 8, 2018).
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“  The ability to provide 
sophisticated advice  
for complex client needs 
can only be acquired 
through decades of 
industry involvement 
and cannot be fully 
addressed simply by 
adding new advisors  
to a firm.”

Distilling an advisor’s value into its most basic form, clients are provided with advice that 
considers their circumstances based on the advisor’s experience and judgment. As clients 
and seasoned advisors know all too well, the ability to provide sophisticated advice for 
complex client needs can only be acquired through decades of industry involvement and 
cannot be fully addressed simply by adding new advisors to a firm.

In addition, the growth of the capital markets in the last decade has resulted in a surge of 
wealthy investors seeking expert financial counsel. Furthermore, as the competitive landscape 
of the advisory business evolves and escalates, RIA’s, private banks and multi-family offices 
continue to add capabilities to the multitude of services they offer. A positive development  
for advisor demographics is the substantial increase in female advisors more recently. With 
women now controlling more than 50 percent of the financial assets in the U.S., many 
advisory firms have added female advisors to their teams to better reflect the families they 
serve. Female advisors comprise 16 percent of the industry, 24 percent of new hires2 and  
23 percent of Certified Financial Planners,3 positioning the advisor ranks of the future to look 
far different than the past.

As thousands of advisors move toward retirement, industry data shows that 28 percent of 
advisors within 10 years of retirement are unsure about a plan of succession. When a senior 
advisor decides to retire, transitioning his or her client base and finding equitable compensation 
is a challenging proposition. However, if the advisor retiring is also the owner of their firm, the 
complexity of devising an acceptable exit strategy grows. The industry has seen an increase 
in merger and acquisition activity in recent years, driven by the creation and expansion of 
larger firms to benefit from client and talent aggregation. Another contributing factor to this 
increase in activity is that advisory firm owners, lacking a clear succession plan, need to 
monetize their ownership as they retire. All evidence points to these trends continuing as 
scale will continue to be rewarded in the marketplace and a lack of succession planning will 
drive many firms to look externally for a solution.

One Solution for Advisors’ Challenges: Technology
As more clients enter the marketplace, the demand for both general and sophisticated 
expertise will continue to grow. How can an industry that is losing its most experienced 
practitioners to retirement address the diverse client demand?

One new approach that has emerged with prominence in the last several years is automated 
investing, better known as a “robo-advisor.” The number of solutions have proliferated with 
many serving as stand-alone entities, while others are a service offering from established 
financial service companies, such as Vanguard and Charles Schwab. In each case, a client 
provides basic evaluation metrics, which can include goals, risk tolerance and age. A portfolio 
is then constructed using proprietary algorithms and delivered to the client. The primary 
benefit for the client is the low cost of the service, which is relatively de minimis compared to 
the fee charged by an experienced financial advisor. For the service providers, the appeal of 
this approach is the scalability of the service, which can create a portfolio for many clients 
quickly and with minimal human staff needed to open, implement or monitor the accounts. 
Also, many of these automated solutions have either very low or no account minimums, 
making this option appealing to investors looking for portfolio guidance that lack the typical 
$250k-$500k most advisory firms require to open an account.

The assets gathered across all of the robo-advisors recently passed $200 billion, with 
Vanguard representing half of those assets. For many advisors, the rise of this new option  
has created some discussion about the future viability of the traditional, human-led financial 

2 Retirement Income Journal Editorial Staff, “Babybust? Only 11.7% of financial advisors are under 35: Cerulli.” (March 8, 2018).
3  Investment News Research and Advisor Group. “Defining the ‘Female Effect’ on Advice: How female advisers are managing their 

practices and clients — and igniting a new wave of growth.” (May 11, 2018).

https://retirementincomejournal.com/article/babybust-only-11-7-of-financial-advisors-are-under-35-cerulli/
https://www.investmentnews.com/article/20180511/FEATURE/180509919/defining-the-female-effect-on-advice
https://www.investmentnews.com/article/20180511/FEATURE/180509919/defining-the-female-effect-on-advice
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advisory business. It may be helpful to look back to the late 1980s when another technology 
solution supposedly foretold of another industry’s demise. Thirty years ago, a disrupting 
technology solution emerged in the tax preparation business that allowed individuals to 
bypass an accountant to complete their own tax returns. As we know today, accountants are 
still thriving and working closely with tens of millions of taxpayers each year. However, there 
are also many taxpayers using software to complete and file their tax returns each April. 
Ultimately, many clients with less complex tax situations find it more economical to use a 
software solution to file their own taxes, while clients with complicated tax preparation 
requirements will likely always want the guidance of an experienced tax professional.

This example can be instructive for the possible trajectory of the robo-advisor business  
and the impact it will have on the traditional investment advisory business. Similar to tax 
preparation software, the most likely outcome of robo-advisor solutions is that it will attract 
smaller investors with less complex portfolio needs who would not be clients of a typical 
financial advisor. Given that most advisory practices target the mass-affluent and high-net-
worth segments of the market, the use of a robo-advisor should have a minimal impact for 
many firms in the near-term. 

The risk for the advisory industry is longer-term in nature, and only exists if today’s millennials 
become comfortable with using an automated portfolio solution. As the millennials age and 
begin to accumulate substantial wealth, their personal portfolios’ financial complexity will 
increase and many will likely seek out the help of an experienced advisor. While conventional 
wisdom would dictate that investors with substantial wealth would not be comfortable having 
their assets primarily managed with an automated solution, the risk for the broader industry  
is that future generations of mass-affluent and high-net-worth clients will think otherwise.

Although a robo-advisor solution has been seen as direct competition for the traditional advisory 
business, these approaches are converging more than cannibalizing one another. Instead of 
competition, an automated portfolio solution is more likely to evolve into just another option for 
advisors to deploy as needed depending on their client base. However, one particular group 
at risk is advisors who work primarily with newer, inexperienced clients with relatively modest 
portfolios. This client group is most open to experimenting with a robo-advisor, which puts 
their current advisors in the vulnerable position of potentially being disintermediated.

Refinement of Client Tiering
The concept of an advisory firm tiering its client base is certainly not new. However, in light  
of the implications of changing advisor demographics and the technology solutions available, 
a more refined approach that reflects the new reality will need to take hold. Experienced 
advisors not close to retirement are well positioned to reap the benefits as other seasoned 
advisors leave the industry. However, this will require many advisors to be more selective  
with the clients they work with directly, and to 
incorporate technology into their offerings for 
younger, less experienced clients. Consequently, 
each firm needs a process to allocate its advisory 
resources across its client base as most experienced 
advisors have finite capacity in the face of  
rising demand. 

Clients can be tiered in various ways by focusing  
on differentiating characteristics, such as  
relationship complexity or revenue. Instead,  
we will look at three distinct client groups  
through the prism of their service needs and the 
resources required to serve each type well.

“  Although a robo-
advisor solution has 
been seen as direct 
competition for the 
traditional advisory 
business, these 
approaches are 
converging more 
than cannibalizing 
one another.”
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Tier 1: Emerging Affluent
This client type is the easiest to work with relative to other client tiers due to its lack of financial 
complexity. This group typically comprises younger or inexperienced investors who do not need 
advanced planning services for a variety of reasons. From a planning perspective, these clients 
are still in the accumulation phase of their lives; therefore, their service requirements are the 
least of the three groups. From an investment perspective, this group usually does not have 
significant assets ($100k-$250k) and does not require a complex portfolio solution relative  
to mass affluent (tier 2) and high-net-worth spectrum (tier 3) clients. In addition, due to their 
life stage and level of assets, they typically are not yet ideal candidates for the other financial 
planning services many firms provide, such as estate planning, life insurance and tax planning.  
Notable exceptions in this tier are clients who are part of a larger client family group working 
with the firm. In those cases, planning can account for future inheritances and asset transfers 
that may require a more resource-intensive service approach.

Service Approach: Tier 1 clients can generally have their service needs met by working 
with a junior member of the advisory team or an automated portfolio solution. Devoting 
more resources to this client group would be unprofitable; however, exceptions should 
be made for clients in unique circumstances and those that will likely grow into tier  
2 or 3 clients.

Service Approach: Tier 2 clients need guidance and planning services that go beyond 
the current service offerings of robo-advisors. Instead, a mid-level advisor would likely 
be the appropriate choice with the ability to access all of the firm’s capabilities as the 
client situation dictates. As the scope of the relationship expands and becomes more 
prominent within the firm, additional advisor team resources can be allocated to support 
the growth. Importantly, many of the larger tier 2 clients have had access to senior 
advisors in the past. Going forward, as senior advisors become more selective in their 
client relationships, many tier 2 clients will be transitioned to mid-level advisors or work 
with them from the onset of the relationship.

Tier 2: Mass Affluent
Most of the wealth-management clients in the U.S. fall into this category, which is generally 
thought of as having investable assets between $250k and $1 million. These clients can require 
a substantial amount of planning as they try to achieve their financial goals. The hallmark of 
this group is they possess enough assets to start an advisory relationship, but they can be 
time and resource intensive. This group is focused on having an advisor help them accomplish 
their lifetime financial goals, which can include funding a comfortable retirement, college 
funding for their children and risk mitigation through insurance and estate planning.

Tier 3: High-Net-Worth Spectrum
The goal for well-resourced advisory firms staffed with experienced advisors is to have as 
many clients across the high-net-worth spectrum as feasible. These clients encompass a 
wide range of assets, from $1 million to $5 million on the lower end to over $30 million on the 
higher end. These clients have complex needs and goals that are quite different from tier 1 and 
2 clients, and the relationship must be staffed accordingly. The most obvious difference is 
that these clients do not usually have accumulation goals that must be achieved with the help 
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of an advisor. For example, a client with $30 million typically does not need advice on how to 
save for retirement and college tuition. Instead, these clients grapple with many issues unique 
to them and their peers, including advanced tax considerations, estate planning concerns, 
philanthropic giving and impact investing.

“  For all of the incredible 
growth and success of 
the advisory business 
in recent decades, the 
industry is facing  
new challenges as 
experienced advisors 
retire, as technology 
competes for client 
assets and firms 
wrestle with their 
client-service models.”

Service Approach: Tier 3 clients are the best use of a firm’s most experienced 
advisors. As the industry competes for these coveted relationships, senior advisors  
are essential to win, retain and expand these accounts. The expertise needed to fully 
service and effectively manage these accounts will always be in tremendous demand, 
even more so today in light of the advisor retirement trend that is underway. In addition 
to being able to provide advanced estate planning and taxation expertise, an advisor 
team working with this type of client needs to have fluency with the entire investment 
spectrum, with a particular emphasis on alternative investments.

The Consequences of Change
For all of the incredible growth and success of the advisory business in recent decades,  
the industry is facing new challenges as experienced advisors retire, as technology competes 
for client assets and firms wrestle with their client-service models. All of these changes 
emphasize the stark bifurcation of the advisory business, with experienced advisors in greater 
demand from sophisticated clients and less experienced advisors competing for clients with 
technology solutions.

Senior advisors will need to be even more selective of how they allocate their time to clients, 
transitioning relationships they may have worked with in the past to less senior advisors. The 
availability of an automated portfolio solution will allow for more refined client prioritization 
across advisory firms through client tiering. Less demanding and lower revenue relationships 
will be allocated to junior advisors or an automated solution, which will provide additional 
capacity to more experienced advisors. As a result, a likely development from these changes 
will be the choice by many firms to raise their account minimums for the opportunity to work 
with an experienced advisor. Firms structured towards a greater volume of smaller client 
accounts will find a bigger challenge in sustaining and growing their business as competitors 
offer more profitable service models.

As many advisors move towards retirement and look to transition their businesses to the next 
generation, many still lack a succession plan. That fact, combined with the need to have broad 
and deep capabilities to compete going forward, will result in even more merger and acquisition 
activity as the industry recalibrates for the new era ahead. As much as the industry has evolved 
throughout recent decades, one constant has remained: Advice from an experienced advisor 
is the bedrock upon which all long-term, successful client relationships are built. The current 
evolution taking place in the industry only reinforces this notion as the importance of seasoned 
advisors to their firm’s success has never been more pronounced.

The changing demographics of the advisory industry has the potential to complicate servicing 
all types of clients. However, through the addition of new technology, client tiering and more 
diverse advisor recruiting, the industry is poised to continue to serve clients well in this new era. n
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Questions? Contact Us.

For more information about staying ahead in today’s rapidly changing investment landscape, 
contact your Rogerscasey consultant or the author of this publication, whose 
biographical and contact information can be found on the next page along with an 
overview of our research capabilities.

Stay Informed.

Sign up to receive our latest R2 Blog posts, reports, webinars and videos featuring 
timely commentary on economic, political and market developments as well as critical 
analysis of new investment products and marketplace trends. 

Who We Are

Rogerscasey is the Advisor Solutions Group of Segal Marco Advisors, the investment 
consulting member of benefits and strategic human resources consulting firm  
The Segal Group. Broker dealers, RIAs, private banks and family offices turn to 
Rogerscasey for help gaining a competitive edge. With access to our research team, 
proprietary investment manager database and cutting-edge due-diligence tools, financial 
intermediaries can bolster their capabilities and provide superior service to clients. 
Clients gain a global advantage in their investment decision-making from the regional 
expertise we provide as a founding member of the Global Investment Research Alliance.
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