
Retail registered investment advisors (RIAs) and dually
registered advisors (advisors who are a hybrid RIA and
independent broker/dealer) have been of interest to
product providers for years. These channels are attract-
ing high-net-worth investors and was not hit as hard by
the market turndown compared to other channels—
they are growing in both assets and number of advi-
sors.

This report is a crucial resource for asset managers,
product providers, and broker/dealers looking to under-
stand or better address this $1.36 trillion distribution
channel.

This  report  answers  the  following  questions:
• How are RIAs segmented? Where should a 

provider focus their attention?

• How are RIAs different in terms of product 
usage and client profile?

• How can an asset manager best approach RIAs 
and dually registered advisors?

• What can broker/dealers do to retain 
advisors who are looking for more independence?

• What are alternative paths to independence?

Overview
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• Cerulli expects independent advisor channels, particularly RIAs, to continue to grow 
and win marketshare, but traditional employee models—wirehouses, regional, and 
insurance broker/dealers—will still control the majority of assets.

• The RIA market is highly concentrated—15% of firms control 85% of assets.

• The growing dually registered advisor model is showing signs of permanence as 
service agents continue to make it easier for advisors with simplified reporting.

• Traditional wholesaling techniques won't cut it in the RIA channel—larger firms require
an institutional-like process.
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Much of the recent growth of advisors and practices in the RIA industry has been driven by dually registered

advisors. These advisors have their own independent RIA filed with either their state or the SEC, but also maintain

a broker/dealer affiliation. This segment of advisors, while the smallest, is also by far the fastest growing in the

industry. Traditionally, this business model has been a transition point to independence for advisors leaving a struc-

tured channel and moving toward the independent RIA model. However, two factors lead Cerulli to

believe that there may be increased permanence is this business model. First, the sophistication of advisor in this

business model is rising, meaning they have a need to provide more sophisticated services to their client, some of

which a broker/dealer registration is necessary to provide. Second, custodians, clearing firms, and broker/dealers are

introducing initiatives designed to ease the operational and regulatory challenges associated with dual registration

and operating under two different regulatory structures. The flexibility associated with this business model exempli-

fies an advisor seeking independence and freedom.

For asset managers that have been successful addressing RIAs, they have done so not through traditional retai

wholesaling techniques, but rather with a more institutional sales process. Mature RIA firms typically have an invest-

ment analyst (or analysts) on staff responsible for vetting managers. Sales to RIAs cannot be relationship-and per-

formance-focused. Rather, an asset manager selling into RIAs must be ready to discuss risk controls and attribution

analyses. 

Cerulli believes that the RIA channel will continue to grow and continue to win marketshare from employee

channels. This growth will increasingly be fueled by non-traditional business models that ease an advisor's transi-

tion to independence. The exact future state of the channel is called into question by pending regulatory reforms, but

the fundamentals that have driven this growth remain in place. Advisors are seeking out greater control over how

they operate their businesses. In order to gain this freedom, they are willing to take greater operational and compli-

ance responsibility for their practice. Although the future regulatory state of the financial advisory industry remains

in flux, options will emerge and remain for advisors to work in an independent fashion. 
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the advisors operating under these pro-

grams to be part of the broker/dealer’s

channel. Finally, the advisor must pass the

financial advisor test above and be dedi-

cated to managing all of their client’s

money. 

We are then left with a sizing of

more than 310,000 advisors currently

practicing in the United States. The largest

populations of advisors belong to the inde-

pendent broker/dealers, insurance

broker/dealers, and wirehouses. In con-

trast, there are just more than 33,000 advi-

sors operating in the RIA channel, just

greater than 10% of those practicing. This

number includes dually registered advi-

sors, advisors who have an independent

RIA as defined above, but also maintain a

broker/dealer affiliation. We will discuss

this segment of advisors in depth later in

the report. The actual number of RIA advi-

sors seems modest compared to the atten-

tion that this channel receives from the

financial services industry. However, there

are two key factors that serve to fuel the

interest. 

First is the growth of advisors actu-

ally practicing in this channel. As seen

above, the number of financial advisors

practicing in the United States has actually

shrunk over the last five years, a surprising

revelation given the demographic opportu-

nity of retiring Baby Boomers. It has been

extremely difficult for new advisors to

start their practices from scratch given

higher expectations from retail clients in

light of the growing sophistication of the

financial advice industry. In addition,

many new financial advisor training pro-

grams fell victim to the bear market and

were shut down. Regardless, we see histor-

ical annualized growth rates for most

channels as negative or, if positive, in the

low single digits. The clear outlier here,

however, is the RIA channel, which has

grown its number of advisors at an annual-

ized rate of more than 10% since year-end

2004. Much of this growth has been fueled

ta
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Channel Assets Marketshare Assets Marketshare 1-Year CAGR
Wirehouse $5,458.6 48.5% $3,947.3 47.7% -27.7%
RIA $1,106.7 9.8% $911.3 11.0% -17.6%

Including dually registered $1,740.4 15.5% $1,360.4 16.4% -21.8%
IBD $1,605.4 14.3% $1,182.8 14.3% -26.3%

Including dually registered $1,809.0 16.1% $1,352.4 16.3% -25.2%
Regional B/D $1,589.4 14.1% $1,149.2 13.9% -27.7%
Dually registered advisors $837.4 7.4% $618.6 7.5% -26.1%
Insurance B/D $417.4 3.7% $282.9 3.4% -32.2%
Bank B/D $228.8 2.0% $181.9 2.2% -20.5%
Total $11,243.5 $8,274.1 -26.4%

2007 2008

EXHIBIT 2: ASSETS BY CHANNEL, 2007-2008 ($ BILLIONS)

RIAs control more than $1.3 trillion, approximately 17% of all advisor-managed assets, representing the second-largest distribu-

tion channel.

Sources: Cerulli Associates, Investment Company Institute, Insured Retirement Institute, VARDS, Morningstar Direct, Strategic

Insight/SIMFUND, Securities Industry and Financial Markets Association, Investment News, Financial Planning, Bank Insurance Mar ket

Research Group, National Regulatory Services, Standard and Poor’s Money Market Directories, The Institute of Management and

Administration, Judy Diamond, Department of Labor, CFO, Pensions & Investments, Cerulli Associates, in partnerships with the Co llege

for Financial Planning, Financial Planning Association, Financial Services Institute, Investment Management Consultants Associa tion,

and Morningstar A
s we have discussed, RIAs have

gained increased interest across the

financial services industry due to advisors

increasingly moving to this model from

traditional employee models, the relative

concentration of assets, and the success

these advisors have had in addressing

high-net-worth clients. Many asset man-

agers and other product manufacturers

view the RIA channel as an anticipatory

play and are looking at how to sell their

products and services into this channel.

Within this next section, we will look at

the concentration of the RIA channel. We

will then look at the product allocation of

RIA firms. Finally, we will examine asset

manager strategies for selling into these

firms and some key elements they need to

take into account when addressing RIAs. 

Asset Segments

We spent the first section of this

report sizing and segmenting the retail

RIA market. As we progress into the next

section, it is illuminating to look at this

Key Points

• The retail-focused RIA market is extremely concentrated with 15% of firms controlling nearly 85% of the

assets.

• RIA firms typically evolve once their AUM reaches approximately $100 million. Firms with more than $100

million under management begin to resemble small businesses, rather than professional practices and

become more complex in their organization. Asset managers will typically focus their efforts in the RIA chan-

nel on firms with at least $100 million under management.

• Large RIA firms typically exhibit institutional buying behavior. They are likely to have investment analysts on

staff and require a high level of information before placing money with an asset manager. Wholesalers that

succeed with RIAs are typically more analytical in nature. Traditional relationship-building techniques will turn

RIAs off. 

channel in another fashion. Above is the

RIA channel segmented by assets under

management. The first implication is obvi-

ous—a RIA firm’s AUM determines the

business opportunity for an asset manager

or other product manufacturer. However,

closer inspection reveals other factors that

must be taken into account. The RIA

industry is extremely concentrated at the

top end. The largest firms in the industry

control an outsized share of the channel’s

assets. For example, there are just 19 firms

that manage more than $5 billion—how-

ever, these firms control $198 billion dol-

lars, nearly 15% of the channel. 

As such, asset managers that are

actively targeting the RIA channel tradi-

tionally target those firms with at least

$100 million in assets. Those firms that

have been working in the RIA channel for

a number of years successfully may set

their minimum at those firms with at least

$200 or $250 million under management.

The first reason is the most obvious—

firms with more than $100 million in man-

SELLING TO RIAS
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INVESTMENT ADVISORS, 1Q 2009
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WITH YOU, 1Q 2009
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