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To learn how to apply this report
to your firm’s unique needs,
please contact:

Marketing & Business
Development

+1 617-437-0084
CAmarketing@cerulli.com

USER EXAMPLES:
The following are examples of how this report can be applied to business planning and strategic decision-making:

Scenario 1: An asset management firm that has long focused on the wirehouse channel recognizes the trend toward independence and seeks insight
that will help it develop a strategy for addressing migrating advisors. Cerulli Quantitative Update: Advisor Metrics 2009 provides answers to the following
questions:

What are some reasons advisors are changing firms?

What products are most frequently used in independent channels?

e How many assets are controlled by independent channels, and how are these channels expected to grow in the next four years?
How does advisor productivity level vary across channels?

Scenario 2: A mutual fund firm is considering launching ETFs and seeks information on advisor product usage and portfolio construction practices. The
report Cerulli Quantitative Update; Advisor Metrics 2009 answers the following questions:

How much of advisors’ business is placed with active versus passively managed products?
Which channels and practice types have the highest usage of ETFs?

Which channels value passive management the most?

How do advisors use ETFs in the portfolio construction process?

Scenario 3: A broker/dealer is seeking insight that will help them with recruiting efforts. They need to understand current migration trends to attract new
advisors. The report Cerulli Quantitative Update: Advisor Metrics 2009 answers the following questions:

e Where are advisors in each channel most likely to move t0?

e What are the primary reasons advisors leave their current firm?

e \What is the average number of firms an advisor has worked for?

e How important is the managed account platform for advisors in transition?
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INTRODUCTION & METHODOLOGY

Cerulli Quantitative Update: Advisor Metrics 2009 is the fifth report in an annual series, which is the
outcome of ongoing research and analysis of the advisor marketplace by Cerulli Associates. The report
focuses on advisor trends and consumer information, including market sizing, advisor product usage
and preferences, and advice delivery. Advisor Metrics 2009 leverages CA's continuous research and
analysis of the marketplace, including proprietary surveys of more than 50 broker/dealers and more than
100 asset managers. In addition, this report relies heavily on CA's growing database of advisor surveys,
which includes more than 1,500 individual advisor surveys conducted through CA's proprietary survey
engine. The proprietary data in this report is supplemented with government sources (FDIC, Federal
Reserve, Department of Labor, etc.), as well as third-party sources (Strategic Insight, Morningstar, etc.).

Advisor Metrics 2009 is designed to serve as a stand-alone publication, but also as a complement to
other publications, specifically the Cerulli Quantitative Update: | ntermediary Markets 2009, which
focuses on financia products and product distribution. Each exhibit includes charts and commentary,
including the important tactical ramifications for asset managers, broker/dealers, and advisors. The
report is designed as a business planning tool, and additional support leveraging this data-in the form of
customized workshops and other presentations-is also available.

In general, CA's opinions and perspective are shaped by a robust methodology that includes:

= |Industry understanding: All Cerulli analysts come to the firm with a background shaped by rele-
vant experience at leading financial services firms, which contributes to the internal pool of indus-
try knowledge fed by more than 15 years of proprietary research and consulting.

=  Quantitative analysis: CA maintains an online, password-protected survey engine as part of avol-
untary, information-sharing relationship whereby participants complete confidential surveysin
exchange for an aggregate summary of key findings. All information is presented in aggregate
form, and proprietary survey information is not directly attributed to participants.

= Qualitative research: Cerulli analysts annually conduct background research interviews with
industry executives and advisors in a confidential manner, which alows for candid commentary
regarding the state of the advisor markets and potential future trends.
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EXHIBIT 1.14

Average Branch Concentration by Channel, 2008
Sources: Securities Industry and Financial Markets Association, Investment News, Financial Planning, Bank Insurance Market Research Group, National Regulatory Services, Standard and Poor's
Money Market Directories, Cerulli Associates
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=  Wirehouse firms maintain the most concentrated branches, with 16.0 advisors per branch, on average. In contrast, IBDs and banks offer the least
concentrated branches, with only 1.8 and 0.3 advisors per branch, respectively.

Key Implication: Branch concentration is an important consideration for wholesalers. A wholesaler may spend an afternoon visiting multiple advisors at a sin-
gle wirehouse branch. To put in face time with an equivalent number of IBD advisors requires significantly more travel time and more coordination. Because of
this, distribution into wirehouse and regional firms remains a critical aspect of any asset manager's business. However, as more advisors (and assets) transition
to independence, addressing the IBD advisor is increasingly important for asset managers. IBD firms can provide much needed support to their key asset man-
ager relationships by supplying lists of advisors who are selling the asset managers products, as well as lists of advisors likely to use the product, allowing
wholesalers to better target their efforts with IBD advisors. For example, LPL has a reputation for offering significant support to key asset management partners
by providing lists of top-producing advisors in varying products. Alternatively, for asset managers that are not key distribution partners, a strong CRM system
iscritical to track and target advisor touches. In addition, asset managers may need to rely more heavily on internal or hybrid staff to identify targets before
sending out external wholesalers.
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EXHIBIT 2.15

Advisor Time Allocation by Channel, 2009

Sources: Cerulli Associates, in partnerships with the College for Financial Planning, the Financial Planning Association, the Investment Management Consultants Association, and Morningstar

Advisor Activity Bank Wirehouse Regional Insurance IBD D'.Ja"y RIA All Advisors
Registered

Client-facing activities 58.8% 53.9% 56.3% 55.2% 51.9% 52.2% 45.1% 53.6%
Meeting with current clients 26.9% 26.5% 29.0% 26.9% 26.7% 24.5% 22.2% 26.7%
New client acquisition 20.3% 16.0% 16.3% 16.9% 14.9% 15.4% 12.2% 15.9%
Client service problems 11.6% 11.3% 11.1% 11.3% 10.3% 12.2% 10.7% 11.0%

Administrative 19.5% 15.0% 16.7% 23.8% 22.3% 22.6% 24.8% 20.5%
Office administration and management 6.3% 5.0% 7.0% 8.2% 8.4% 8.8% 8.9% 7.4%
Compliance 7.5% 5.4% 5.9% 8.9% 7.6% 8.2% 6.5% 7.2%
Dealing with operations/back office 5.0% 3.2% 2.5% 5.2% 4.4% 3.6% 5.6% 4.2%
Other 0.7% 1.4% 1.3% 1.5% 1.9% 2.0% 3.8% 1.7%

Investment management 14.7% 24.2% 20.3% 12.6% 17.5% 18.5% 23.4% 18.2%
Research/due diligence 7.3% 11.1% 9.7% 6.8% 9.8% 9.7% 13.1% 9.4%
Trading and asset management 7.4% 13.1% 10.5% 5.8% 7.7% 8.8% 10.3% 8.8%

Training/professional development 6.9% 6.9% 6.7% 8.4% 8.3% 6.7% 6.7% 7.6%

= Advisorsin the employee channels (bank, wirehouse, regional and insurance) are all able to devote over 42% of their time to meeting with current
or prospective clients. The greater support offered at the branch- or home-office level in these channels allows advisors to spend less time on administra-

tive tasks than advisors in more independent channels.

= Exhibit 2.16.b - Advisors serving the highest wealth tiers (those clients with $10m and above in net worth) devote the highest percentage of time (24%)
to pursuing new clients. While each client relationship can be very lucrative in this market, adding new clients is an extended process with clients often

making preliminary inquiries with a number of firms rather than acting on a sole recommendation as is more common in lower wealth tiers.

Key Implication: The typical financial advisor is asked to fill a number of roles throughout a day. Though most advisors devote the greatest percentage of their
time to meeting with current or potential clients, at least 50% of advisors' time across channels is spent on other activities. Freeing more time for advisors to
focus on revenue growth through client facing activities is afertile area for asset managers and others looking to provide value-added content. This approach

can be especiadly effective in the more independent channels that lack some of the B/D support systems that traditionally address this topic.
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