
Key findings:
•  Given an expected reduction in wirehouse marketshare, and the high costs of distributing in the channel, product

providers are increasingly turning their efforts to alternate distribution outlets.
•  Even those advisors not operating within their B/D’s discretionary portfolios are often using the recommendations

used in the portfolios as a foundation of their own manager selection process.
•  Since the market declines of 2008, the share of managed account assets in advisor-driven programs has increased

from 29% to 39%. Advisors recognize that their value to clients’ portfolios can be as a tactical technician or manager
of managers. 

•  50% of advisors project additional increases in ETF allocations within their client portfolios. 
•  Commissions on gross sales currently make up the majority of wholesaler compensation, but sales managers would

prefer to add weighting to net sales and other metrics not tied directly to sales tonnage. 
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Channel 1-Year CAGR 3-Year CAGR 6-Year CAGR

IBD -1.1% -0.6% -0.8%
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Cerulli Quantitative Update: Intermediary Markets 2011 is the eighth report in an annual series, which is

the outcome of ongoing research and analysis of the intermediary marketplace by Cerulli Associates. The

report focuses on financial products and product distribution, including market sizing, advisor product

usage and preferences, and product provider salesforces. Cerulli Quantitative Update: Intermediary

Markets 2011 leverages CA’s continuous research and analysis of the marketplace, including proprietary

surveys of advisors and asset managers conducted through CA’s proprietary survey engine. A number of

these surveys were conducted in partnerships with industry organizations, such as the Investment

Management Consultants’ Association, the College for Financial Planning, Morningstar, Sequoia System

and the Financial Planning Association. The proprietary data in this report is supplemented with govern-

ment sources (FDIC, Federal Reserve, Department of Labor, National Regulatory Services, etc.), as well as

third-party sources (Strategic Insight/SIMFUND, Morningstar Direct, Insured Retirement Institute, etc.).

Cerulli Quantitative Update: Intermediary Markets 2011 is designed to serve as a stand-alone publication,

but also as a complement to other publications, specifically the Cerulli Quantitative Update: Advisor

Metrics 2011, which focuses on advisor trends and consumer information. Each exhibit includes charts and

commentary, including the important tactical ramifications for asset managers and broker/dealers. The

report is designed as a business planning tool.

Market sizing Methodology: Cerulli’s annual sizing of the advisor marketplace provides assets under

management and advisor headcounts by channel for retail advisors. Cerulli defines retail advisors as those

advisors in the business of offering financial advice to retail clients and who seek to manage an entire asset

allocation strategy for their clients. Cerulli’s definition of retail advisors excludes registered personnel such

as wholesalers and home-office staff who are not addressable for asset managers and broker/dealers, but

who are commonly included in other attempts at sizing the advisor marketplace. The SEC and FINRA reg-

ulatory filings serve as a starting point from which Cerulli analysts individually remove broker/dealer and

RIA firms not engaged in financial advising for retail clients. Using third-party industry sources, firm fil-

ings, regulatory filings, and interviews with executives, Cerulli analysts assign advisor headcounts to each

firm. Firm headcounts are then aggregated into overall channel advisor headcounts.

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 rel-

evant experience at leading financial services firms, which contributes to the internal pool of

industry knowledge.

▪ Quantitative analysis: CA maintains an online, password-protected survey engine as part of a

voluntary, information-sharing relationship whereby participants complete confidential surveys in

exchange for an aggregate summary of key findings. All information is presented in aggregate

form, and proprietary survey information in not directly attributed to participants.

▪ Qualitative research: Cerulli analysts annually conduct background research interviews with

industry executives and advisors in a confidential manner, which allow for candid commentary

regarding the state of the advisor markets and potential future trends.

Methodology
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▪ Cost (75%), liquidity (72%), and diversification (70%) are the three top-cited reasons for advisors to utilize ETFs within their client portfolios.

Intraday pricing and margin benefits of ETFs appeal to active traders, whose aggressive portfolios are unsuitable for the majority of advisory clients.

Key Implication: The tax efficiency of ETF products is an underutilized selling point for advisors considering allocation changes to passive products. Cerulli

investor research indicates that end investors place a greater emphasis on investment related taxes than their advisors. ETF product providers who work to align

interests between investors and advisors will open the window for added share in advisor portfolios. 
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EXHIBIT 9.06

ETF Attributes Important to Advisors, 2Q 2011
Sources: Cerulli Associates, in partnerships with the College for Financial Planning, the Financial Planning Association, the Investment Management Consultants Association, Morningstar, and

Advisor Perspectives
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▪ Current sales of wholesalers’ product (84%) is the most frequent segmentation metric wholesalers apply to advisors. Current overall production and

product use are also considered by a majority of advisors. 

Key Implication: Somewhat surprisingly, an advisors’ AUM is only an active concern for 35% of wholesalers. While focusing on current production, or

“money in motion,” wholesalers are able to determine where their best short term opportunities lie. However, wholesalers should also be very aware of an advi-

sor’s legacy assets. Though the advisor may not be currently looking to move existing assets in the short term, understanding what holdings exist can help a

wholesaler better determine what additional opportunities may exist in an advisor’s book.

Criteria
% of All 

Wholesalers

Sales of my product 84%

Product use 66%

Sales of competitor products 61%

Production 53%

AUM 35%

Product decision-making criteria 33%

Platform use 31%

Growth of advisor practice 31%

End clients 30%

Marketing strategy 28%

Team structure 20%

Pricing (fees vs. commission) 19%

Portfolio construction methodology 18%

Other 3%

EXHIBIT 14.17

Criteria Utilized for Advisor Segmentation, 2011
Sources: Cerulli Associates, in partnerships with Sequoia and the Investment Management Consultants Association
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