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HERE'S AN IDEA prevalent among investment advisors, especially those
using a fee-only business model, that marketing is a dirty word. They like to
brag about how they don’t need a marketing plan because they do such a great
job that their existing clients already refer more business their way than they
can handle. To admit to having actually marketed their practices would be akin
to wearing a scarlet letter wumpeting their lack of virtue on their chests.
There’ also the argument that having a marketing program runs counter to the effort to
have the financial advice business be taken seriously as a real profession. After all, look at what
campaigns like 1-800-LAWYERS (“Had an accident? You could be entitled to hig money.

Our attorneys are standing by.”) have done for consumers’ respect of the legal profession.

The reality is that advisors, even those who don’t admit it, put a marketing strategy into
effect every day. The problem arises because they never take the time to think sbout

what they’re doing, with the result that many dont do a very good job of it.

The biggest contributor to this negative attitude toward muarketing is a

serious misunderstanding of what marketing really is. Sometime in the

consumer product-obsessed 1980s or *90s, marketing became
synonymous in the collective conscionsness with sales, and
not just with sales, but with a sneaky type of selling that
relied on wicks to get consumers to buy

they didn't really want or need.

But marketing isn’t only about sales,
although it obviously can be used
as a sales tool. Marketing is about
having a message and delivering
that message to a specific targeted
audience. Tt is—to use a somewhat

clichéd term thats nevertheless
accurate—about building a brand.
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-An advisor who says he doesn’t have a marketing plan because he
. gets enough client referrals already is delivering a message about
his firm.

If that advisor thought it through, however, the message
wouldn’t be, “Pve got enough. business as it is, thank you very
much,” but “Tm always looking to bring on new clients that
meet a certzin profile. Do you know anyone like that?”

“Referrals are a tough issue and cake a lot of worl,” observes
Dave Welling, Schwab nstitational’s VP of marketing and advi-
sor business developraent. “Tr begins with an advisor getting
their story down, meaning the story of who their firm is, what
they do, how dhey do it, and dhe kinds of clients they serve. They
need to be bulletproof on that and they need to be consistent
across the multiple professionals in the firm that are saying it.
Thart’s hard work—harder than it might seem. Some people call
i¢ the *unique valve proposition.”™

If an advisor doesn't think about her firm’s brand message, she
may not be delivering the message she intends nor reaching the
audience she seeks. If existing clients never see any proactive
efforts o market the firm, they may be reluctant to refer high-
net-worth associates or family members because they've never
seen any sign or interest by the firm in that direction. So while
passive referrals may bring in new clients, they may not be the
types of clients the advisor is seeking.

Another common marketing misunderstanding is that mar-
keting is only for big firms that have the staffs and budgets to do
it right. Regardless of size, advisory firms can use a well-thought
out, conscious marketing strategy to help grow their businesses
at the right pace.

“Larger firms have more scale, bue referral swrategies are hand-
to-hand-combat strategies,” says Welling. “I think smaller firms
can engage very effectively and efficiently through mining client
referrals and developing centers of influence. I don't think smaller
firms are disadvantaged, because a successful marketing strategy is
so people intensive. Where smaller firms can be discouraged or
distracted is that they think they need big marketing budgets to
market their firms’ capabilities, but the biggest asset they have is
their existng client base and [those clients] willingness to refer.”

IT STARTS, NOT ENDS, WITH REFERRALS

Those advisors who take the attitude that they don’t need to
market beczuse they get referrals are at least half right. Referrals
are traly the best source of new clients and numerous studies
have shown them to be the source of the best new clients. The
problem with not having a marketing plan is that the advisor is
taking a passive approach and expecting existing clients to refer
enough new clients to allow the firm to continue to grow.

Welling says that last year’s Schwab Institwtional RIA
Benchmarking Study found that 85% of advisors’ new clients
came from referrals—350% provided by existing clients and 35%
by centers of influence. (The Schwab study was based on
responses from 1,200 of Schwab’s 5,000 advisory firm clients,
collectively representing $320 billion in assets. More than half
the firms manage more than $100 million. The 2007 Schwab
study is scheduled for release in September. To see what the Jat-

Not Just Little Guys

Fail at Marketing

“A LOT OF advisors don't track where their new
clients come from,” Dave Welling, Schwab
Institutional's VP of marketing and advisor business
rnanagement, says incredulousty.

Welling meets with many of Schwab's advisor clients
in part to help with their marketing efforts, such as a
firm he visited recently. “It's a billion dollar firm and by
their own admission they have no marketing strategy,”
he says, “They don't know where new clients come
from. They can’t document how many of their new
clients came from client referrals or professional refer-
rals versus just walked in the door”

Although marketing avoidance appears to be wide-
spreacl at alt levels of the profession, Welling is heartened
to see more of the advisors he works with coming to real-
ize the need for more discipline and accountability in how
they market and manage the growth of their firms.

est Rydex Advisor Benchmarking study discovered about advisor
attitudes toward marketing, see the sidebar on page 42, A
Victim of Success?”™)

“A marketing plan in my mindset begins, and in some cases
can even end, with, focusing on that 85%,” Welling says. “But it
is remarkable to me how many conversations I have with advi-
sors are on the 15%. They start with direct mail or advertising
or PR., which can be effective tactics, but they’re rounding out
the core engine, which is referrals.” _

Another Schwab study, Welling says, found that 90% of the
clients of independent RIAs would recommend their advisor to
a friend or family member. “That is a staggering statistic,” he
enthuses. “If nine out of 10 of your clients are willing to refer
somebody to you and you're only growing at 10% to 20% a
year, there’s a lot of your clients thar aren’t referring anybody
and who would be very happy to do so, All they need is to be
asked, and they need to be clear on who you’re looking for to
know who's appropriate to refer. There’s a huge untapped gold
mine there for most advisory firms.”

Robert Foney, director of marketing with Investors Capital
Corp., agrees on referrals as the starting block for any market-
ing effort. “I think the easiest way to do it is to start with your
referral program, because if you're not referable, you're a dead
rep walking,” he says.

Referrals can be especially effective for the advisor or rep taking
their first steps toward establishing an independent practice, “You
talk about a small office—referrals ure free,” says Foney, who is
also in charge of Tivestors Capital’s public relations office.

One of the biggest stumbling blocks for many advisors when
it comes to switching from a passive to an active strategy is a
reluctance to ask the client or another professional for the refer-
ral. However, if your clients think you’re doing a good job (and
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if they’re still your clients, they probably do), they won’t hesitate
f) endorse the job you’re doing by making the referral.

“I know it’s an gyerused<des; T 00T SETVice to our clients
is the way we've bnilt.our-firm;*-says-Rich-Goppa-of.-Wealth
Health, a two-person advisory firm in Roseland, New-Jersey.
“Through §60d sefvice you typically will-get.referrals from your
clients, They see the VAHGE and they see the service. It’ like any-
thing else in life-—ifyou-have-a-good tailor. or a good landscap-
er, you want to twll people about it. The hard thing about
building « firm is when you're smaller you have a smaller pool
of people froarwhich to get referrals.”

To. avercnde tiat dithicaliy, Coppa. and_his partner have. also
focused their atentions on ceners of influence, but have taken a
managesble approach. “I-think the important thing is to build a

relationshig-with. one or two accountants and attotheys,” he says.

“People think;“T-have to-go-out.and.mesfabunch of accountants.’
That’s not really the issue, If it’s not a two-way-stiéet, you don’t
build the relationship. If its about giving referrals and getting
referrals, you have to take the time to really build 4 telationship
with thiéth, 3o you-understand their work and their processes.”

In his -own-practice, Coppa has worked successfully-with a
couple of accountants, one in his mid-60sand-another in his 40s,
“T think if you’re going to do it, it’s smart to do it at different lev-
els, because you have different clients that go to these folks and
there’s the longevity factor, t00,” he says. “The same thing with
attorneys.”

IT'S NOT JUST BAIT FOR NEW CLIENTS

Although atracting new clients is a primary reason behind
many advisory firms’ marketing efforts, it shouldn’ be the only
motive. Its also important to market your firm’s message and
identity to your existing clients on a regular basis and to have a
visible profile within the industry in order to attract the best tal-
ent to help staff future growth.

Advisors need to make an effort to maintain top-of-mind
awareness with existing clients, because as Foney puts it, “if
you're not talking to your clients on a regualar basis, someone
else is going to be.”

As for attracting other professionals to your firm, isn’t it like-

ly that the best talent is going to be attracted to a firm which has
been preceded by its positive reputation rather than a firm of
equal caliber with a low or no profile? “When we talk about
attracting good people, it’s really an issue that we've seen in the
industry as advisors have grown and been successful, because
they’re now a combination of more than the founding princi-
pals,” says Welling. “There are other professionals in those
firms that are engaged in the process. And they’re earlier in their
carcers and they want to be part of a success story. They’re try-
ing to make their own mark in the industry.”

Foney of Investors Capital also feels that marketing efforts
should direct their focus to specific audiences, including industry
professionals. He says he’s currently working with a firm that is
looking to grow its business both through adding new clients, but
also by attracting more producing reps. The marketing materials

the firm is developing look very similar but have content aimed at
the appropriate andience. “They have the same look and feel,
they’re just tweaked to either appeal to someone looking to enter
the industry or to someone looking for a rep,” he says.

MARKETING ASSISTANCE

One of the arguments that many advisors make, particularly
independents with little or no office staff, is that they just don’t
have the time or resources to mount a marketing effort. While
they will still have to come up with the time and put in the
effort, marketing support is often available from larger firms
with which you are already doing business.

In addition to providing a wealth management software sys-
tem that includes financial planning applications and featares
like dailly account aggregation and a virtual vault to which clients
can upload all their important documnents as well as videos and
photos, eMoney Advisor provides marketing support to advisors
using the system.

“We provide marketing materials for advisors that they can
make look customized for their own practice,” explains Allysa
Howe-Smith, the company’s marketing director.

The range of materials includes traditional brochures and
print advertising and more 21st-century approaches such as
PowerPoint presentations, Web sites, and HTML Web blasts.
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Recently, Howe-Smith worked with a client to develop a
four-minute video presentation aimed at the up-and-coming
athletes he intends ro make a major part of his practice. “That
was a very customized one where we developed the script and
the whole presentation, soup to nuts,” she recalls. “What we
have is 2 system that’s ‘templatized’ so we can enable advisors to
readily take their d.b.a., their logo, whatever, and add them to
our matetials to make them theirs by adding their details. They
can e-mail this presentation to their clients and itk like it’s their
own. The screen shots will have their logo on them.”

The video presentations that eMoney Advisor develops for
advisors can be distributed via CD or on a Web site and can also
be adapeed dor wadigonal print vehicles. While the marketing
services are available to advisors that use the firm’s sofrware,
there are additional charges depending on what’s involved.

‘Welling, on the other hand, notes that the marketing support
that Schwab Institutional provides to its advisor clients through
it’s Growth Point program, which also covers business develop-
ment, human eapital, M&A activity, and transiton and succes-
sion planning, doesn’t cost the advisor anything extra.

“The biggest thing that we offer our reps from a marketing
standpoint is helping them craft 2 brand identity;” says Foney of
Investors Capital. “We work with reps to help them with differen-

Marketing True Confessions

tiating themselves, We want them to be unique. We want them to
be different. We want them to be the expert So we take those
three elements and hone them into a brand identity statement that
says who they are, why they’re different from the guy down the
street, and why a prospect should be doing business with them.”

GOOD P.R. IS PRICELESS (AND FREE)

Although after referrals its one of the most obvious tactics,
many advisors fail to harness the positive power of public rela-
tons in their marketing efforts.

“Public relations is probably your second-best bet from & mar-
keting plan standpoint [after referrals],” says Foney. “Even if
you're a big office, you should always take advantage of public
relations oppormunities. The tnore you're in the public eye, when
people see your advertising or direct mail that makes it even more
believable. So it lends credibility not just from a ER. standpoint
but all your other marketing elements gain credibility as well.”

Among the public relations opportunities that Foney suggests
advisors utilize are interviews and bylined articles in publications
likely to be read by your target audience. A regular column could
be especially valuable. A number of advisors have managed to land
local or syndicated radio programs to reach wide audiences. Of
course a television interview as an expert on any subject can be a
huge boon, particalatly when captured on
an advisor’s Web site.

“Being friends with the editor of your

local newspaper is always a good thing,”

RICH COPPA AND Darin Gartland, his partner at Wealth Health in Roseland,
New Jersey, have tried a number of marketing iactics since they launched their
advisory firrg in 2004, Many have met with less than resounding success.

“The lsval of client we're trying te obtain,” Coppa says of his firm's target of
those with $1 million or above in inveslable assets, ”. . .| don't think you do it
through seminars.

“i've tried and | don't think you get a lot of real good responses from high-
net-worth people. | think there's a lot of people [ust fishing for some advice and
free food.”

Speaking of people looking for free stuff, since they had worked with many
pharmaceutical executives on compensation and benefits, Coppa thought it
might be a good idea to exhibit at pharmaceutical industry events. It wasn't,

“It's difficult to get people in that [venue],” Coppa laments, “especially if
you're in the exhibition hall. They walk by to see what you're giving awsy and
take six of them for the grandkids and don't realiy focus on why vou're there.”

And don't get him started on buying mailing lists. “I've tried lists,” he says,
“and 1'd tell you it's not worth your time.”

He says that he thought that buying a mailing list by Zip code of people who
had expressed an interest in financial advice would give him some good tar-
gets with the right demographics. Not quite. The financial questions asked in
the survey the respondents took part in were probably very general and a small
part of 8 questionnaire that may have also asked about shampoo preferences
and radio listening habits, “When you buy these lists you're excited, but when
you call them up—and since this is & two-person firm, | was the one doing the
calling—they couldn't remernber the survey or they weren't really interested.
You have 1o ask yourself is your time better spent elsewhere?”
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says Foney. “There’s something about
that third-party endorsement, that media
endorsement, that makes your bylined
article, your interview, your quote, or
soundbite much more powerful than any
advertising you could do.”

Advisor Coppa of Wealth Health: thinks
phblic relations exposure can be a potent
additional weapon in an advisor’s market-
ing arsenal, and he makes 3 concerted
effort 1o raise his own exposiire level and
that of his firm. At the same time, he has
few.illusions that this -effore-is- geing to
lead clients with his million-dollar mini-

* mum seek hif 60t He knoWsdhatbeing
quoted- in Inuestment. Advisor or another
professional journaltisii’t going te-give.him
exposure to hig ifitended. client. £Butwhat
it-does-do,-when you_have a prospect, is

~ ‘helprybu-te-stand.out, Z.he.says.

Recently he metwith a client that rep-
resented-a-potential $15 million account
who asked.abouthis firm’s size. He knew
that he._ cg_gliggqv_id_e._mhat,she.nccded,
but.also was aware that the clieng could
also go with a.giant.like Wachovia or
Smith Barney. While.his_fiem-is-small
and -Gutseusces.many fanctions, he. was
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alle to show her instances where he had been quoted in The
New York Post and on TheStreer.com, which he felt helped
enhartehrsveredibilitinhersyes.

“Those things help once you are prospecting a client,” he
says. “T don’t think they actually bring you clients, but they’'re
good marketing materials when you do have a prospect.”

ENHANCING YOUR CREDIBILITY

In his quest to gain greater exposure, Coppa has put the refer-
ral principle to work. “We do the due diligence on our invest-
ment managers quarterly,” he explains. While those money
managers are not wsually in a position to refer new clients o
Wealth Health, if Coppa notices that one of those managers has
appeared on CNBC or been quoted on Bloomberg, he’ll ask for
a referral to their contact at that news outlet. “Don’t be afraid to

A Victim of Success?

RIAs spend more time on administration
and research, less on marketing
BY MAYA IVANOVA

THE KEY TO growing any business often lies in how the com-
pany's products and services are marketed. A sound marketing
plan is the growth engine behind a business and wiil shape how
the waorld percsives that business and the upiqueness of its
offerings.

Similarly, establishing the right price point for goods and serv-
ices dovetalls with savvy marketing and is often necessary to
the very survival of a business. The "Golditocks"” theory of pric-
ing dictates that finding {and periodically resetting) just the right
price point is 8 must for any thriving business. Setting too low &
price erodes profits, while setting pricas at too lofty a level could
scare away clients.

The latest AdvisorBenchmarking survey of registered invest-
ment advisors, which included 912 RIA respondents and was
conducted online in May 2007, vieldad some surprising results
about advisors’ marketing efforts. For the first time, we asked
how advisors price their services and what changes, if any, are
planned.

HOW RIAS SPEND THEIR TIME

Establishing a professional identity can Se part of an advisor's
overall marksting strategy. The survey found that 40% of respon-
dents refer 1o themselvas as “investment advisors” while 30%
have assurmad the utle of “wealth manager.” Those that dubbed
themsslves wealth managers indicated that, on average, high-
net-werth investors comprised 60% of their client base. Wealthy
investors are decidedly rmost advisors' primary focus, with mini-
mum account sizes in our sampling of RIAs now averaging
$421,000, up from 225,000 in 2002. )

Afthough not an officiaily accepted title, mora than cne-third

ask for referrals not only for clients, mtto-huild your business
through marketing,” Coppa advises other advisors.

In addition to his one-man publi¢, {ZENMseampaign, Coppa
and hi"partmer inchide print brochures in their marketing kit and
back them up with individual sheetsntheservices they offer, such

asusR¢ inanagement or 2 full wealth nvinagemient package.

Coppa is also considering developing a series of podcasts thac
could be posted on his Web site. A% iri the-ciss of medi3 expo-
surerCoppa has a touch of Jersey cynicism, or reality, depend-
ing on yout pointofview£RmmetsitHdw miny people would

m@_aﬂy hsten to them,” he says, “but thev would be another ele-

Among the o\:hcrﬂppr@aches J:hat he=and shls partmeg.Darin
Gartland; have usedweffectivelysistoumarkertheir-employeesgom-
pensatigp, and benefits expertise to different companiesrpaticular-

of advisars {34%} also noted that they are positioning them-
salves as retirement “coaches,” which they see as a practical
way 1o prépare for the much-anticipated Baby Boomer retire-
ment rush.

While advisors recognize marketing as a key component of
thair businssses, actual time spent marksting dropped by one-
third from the previous year, while hours spent on tasks relatad
ta business adminisiration Increased by 47%, and time engaged
in research grew 180%. Advisors reported that an equal 10% of
their days are now spent on the tasks of marketing, businsss
strategy, and research (30% total}, while business administration
and client services combined eat up 37% of their time. Tims
spent on portfolic management also declined, dropping from
27% last year to 20% in the latest survey {seg chart below).

PERCENTAGE OF TIME PRINCIPALS DEDICATED
TO VARIOUS FUNCTIONS {2006)

10% 13%
5%
fo 10%
10%
20%

WCLIENT SERVICE BBUSINESS ADMINISTRATION
W MARKETING MSELF EDUGATION
PORTFOLID MANAGEMENT  EETRAINING YOUR EMPLOYEES
ERESEARCH MBUSINESS STRATEGY

Source: Rydex AdvisorBenchmarking 2007 survey

This ctrop in hours dedicated to marksung is evident even
though much higher percentages of advisors this vear admitted
that competition from CPA firms as well a5 online financial serv-
ieas firms pose a threat to their busingss.
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ly in the pharmaceutical and high-tech industries. “We offer sem-
inars for companies that might want to educate a certain level of
executives on their comp and benefits programs, like when there’s
been a change in ownership,” Coppa explains. “That’s not-a bad
thing because it’s allowed us to meer people who have an immedi-
ate need because of the change i contrel of the company. I felt this
way when 1 practiced law, too: People only come to you when it’s
absohutely necessary. Everyone knows they need a will, but.it’s only
when something happens, like they need heart surgery, or Ehey’re
going on a world trip, that they want something dori¢, yesterday.”

Another step that Coppa’s taken as part of his rhatkefing strat-
egy i5 to asseriible an advisory board for ## M. “It’s 2 good
thing to do as a marketing technique for a couple of reasons,” he
explains. “One is that it gives you size and depth as a-firnt. Even
if you're small and you add three people on an advisory board,

WHAT 1S MARKETING, ANYWAY?

Asg for-speeific marksting initiatives, an almost unanimous
97% of advisors reperied that client referrals were their primary mar-
keting tool, with an aguel 65% relying on professional referral
arrangements and their Web site (both down from 70% last year.)
Over 85% of advisors predicted that client referrals will be a vital part
of their growth strategy over the next five years, white 45% axpect
that increasing their merketing/natworking will be a key driver.

“The best marketing is our clisnts’ word of mouth,” said
Michael Sadoff, an investment advisor with Sadoff Investment
Management of Milwaukee. Expanding his referral circle of
CPAs, accountants, and lawyers runs a close second. Sadoff
says he is always open o new initiauves. He's tried ¢client appre-
clation events such as an outing to a baseball game for clients
and their friends. but found that local fishing trips with just four
or five people were more intimate. Since January he has been
running ads in his locai newspaper but has yet to see resuits.
"We are trying to think of out-of-the-box ideas,” Sadoff admits.

According to the newest AdvisorBenchmarking survey, regis-
tered investment advisors have been ramping up the formaliza-
tion of policies and procadures in a variety of areas — but market-
ing isn't cne of them. A higher percentage of advisors now
report having formalized business plans in place {59%), as well
as policies and procedures manuals for senior executives (28%).
A significantiy higher percentage of respondents {39%) also
noted having a formal employee evaluation program in place,
compared to less than a quarter (23%) of advisors polled in the
previous year.

That extra time invested, however, has apparenily taken its tolt
on the development of formalized marketing pians for advisors'
businesses. This year, a smaller 38% reported having a market-
ing plan in place, versus 44% one year eatlier. In addition, a
much greater number of advisors reported having to delegate
mestings with clients because of a general lack of time. Last
year, anly 6% delegated client meetings, while this year &
notable 15% of advisors reported having done so.

folks driven to your Web site now see five people. Another thing:
If you're young and your advisory board isn't young, it gives you
depth of experience; and-thats-helpful. You can use your adviso-
ry board to help you reach important decisions, but you can also
expect Some referrals from them because of the years of experi-
ence that they have and the people they know.”

As the advisory profession continues to evolve, even the smallest
practices are discovering that having investment savvy and giving
good advice is only part of the picrure. There are issues of growth,
succession, efficiency, and human capital to contend with. Through
it all, each firm will need to remain focused on its own unique mes-
sage and make sure that message is heard by current clients, poten-
dal prospects, and the profession at large. IA

Managing Editor Rabert F. Keane can be reached at bkeane@investmentadvisor.com.

ABOUT THOSE PRICES . . .

More than three out of four advisors {77%) noted that they
have not considerad changing their pricing modets, such as
charging a per-service fes varsus imposing a retainer fee or an
hourly charge. But an almest equal 76% responded that they do
plan 1o raise their retainer fees afther “maderately” or “signifi-
cantly” this year. Of those who have already revissd prices, 40%

CHANGES MADE TO PRICING MODELS (2006)

40
35
30
25

PERCENTAGE OF FIRMS

INCREASED  INCREASED INCAEASED DECREASED DECREASED DEIREASED

HOUREY  RETAINER AUM AUM HOUMY  FERRNER
FEES FEES FEES FEES FEES FEES

reported that they increassd heuwrly fees 1n 2006, « milg 32%
hiked their retainer fees. The key reason for miking Tees, accord-
ing to almost three-guarters of advisors, is the nesd to be ade-
quately compensated Tor all services. Another 26% noted that
fees will rise as a result of newly added services.

In addition, the median asset management fee among advi-
sors has crept higher for accounts of all sizes, the survey
showed,

aya lvanova is the research manager at Rydex AdvisorBenchmarking. She
can be reached at 301-296-6385 or mivanova@advisorbenchmarking.com:
AdvisorBenchmarking, Inc. is a research and aualysis center focused on the RIA
marketplace and is an affiliate of Rydex investments of Rockvitle, Maryland.
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