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Motteatzd advigors furn to coaches and consuliants

Advisars looking 10 increace resenue and create more gfficient practices are turning to coackes and
convultante for guidance.

KEY IMPLICATIONS ¥}

+ While the overwhelming malority (80%) of advisors who have viorked with coaches and
consultants report being satisfied, these services are not suitable for every advisor, They
cannot, for example, bail out a faliing advisor. But they will help a mativated adviser improve,

s While 54% of advisors reported improved profitability as the rasult of working with a
coach or a consultant, net all hire coachas to increase revenue. Of advisars who had used
such services, many (75%) report that it Impacied operational efficiency more than any other
part of thelr practice.

» Broker/dealer firms offering coaching and consulting services as part of their practice-
management arsenal of tools are finding that the payoff more than justifies the cost. in addl-
tion to more productive advisors and increased revenue, these services can also supplement
recruitment and retention strategles.

a private coach to supplement his
training, many of the best athletes wse

g ike Michael Jordan, wha employed

coaches. Advisors, however, uatil quite
recently: have been reluctant to admit chey
were working with a coach or cansultant
{sce definition on page 4). In their view,
seeking guidance signified weakness or
underperformance. An

ularity among both B/D firms ard advi.
sors, the coaching and consuliing indus.

wry, although siill small, has blossomed.
The overwhelming majority (87%) of
advisors report being satisfied with the
experience. Nearly hall of these advisers
reported being highly satisfied with their
coaching or consulting experience, and
another 38% reported

already successful advisor ~ Of the 87% ofadvieora Who  being sarisfied. Only 29

did rot need help. report being satiefiad with ¢, {\icaeg were dissatis-

In ¢he last few years, thelr coaching or consulling .4 i1, (he experience,

though, the image of axperlance, nearly halfat 4 the remaining 11% of
advisors report bealng highly

coaching and consuliing

advisors were neutral. In

satisfied, and 38% reported

has changed, along with addition, 70% of advisors

belng satisfiad. Only 2% of X
the broader category of  ,quiaera ware dlgsatisfled, ¢ likely to recommend
practice  management.  anq the remalning 11% of  their coach or consuliant
Driven by advisor word advisors were neutral. to their peers.

of mouth, the services are
becoming widely accepted by advisors in
all channels. Now. many advisors wear
their coaching or consulting relationship
ax a badge of hanor,

A receat Cerulli survey revealed that
almost half of advisors have worked with
a coack or consultant. With growing pop-

But while more wide-
spread, consulting and coaching are not
for every advisor. A resounding theme
among the coaches and consultants with
whom Cerulli spoke was the need for the
advisor 10 be self-motivated. B/D firms,
100, have found that requiring poorly per.
forming advisors 10 work with a coach or
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Coachmg and Consu]tmg

. Cerulli dlstlnguishas betwesn coachlng and eonsulnng sarvices based on lhe core compe-
: tancies of the proiasslonal and the mode of implementation of the service.

Consultants: Analyze an advisor’s practice and provide recommandations for changes and
_improvements. Consultants typlcally start with a practice’s balance sheet to identify prob-
lsms the advisor needs. to addrass. Gonsulting engagements tend‘to be shon and inten--

-+ Bivé; usually lastln: no'

;:';coachas' Askan adv:sor to sall-ldanﬁfy pmblems and set parformance goais arqund tup-

fcs o be coverad. A ‘¢oach provldas accointability as advisors work to meet their goals.

Coaching engagements typically last IGnger than consulting ar:angemenis, usualfy skx- .

months to a year, allowing advisors time to make changes in their practice. Many of these .
) arrangemenls are angoing, without a specnﬁc end dats.

consultant 10 improve production is rarely
a successful endeavor.

The relationship requires advisors to
make changes and step out of comfort
zones. Advisors who drop out of coaching
or consulting programs are oficn those
who are unwilling to change or devote the
recessary time and efort. Advisors who
are successful in achieving results with a
coach or consultant ace those who had the
natural desire and motivatior 10 succeed.
Coachking ard consulting shape talent—-

they do not create it

Although professionals brand them.
selves as coaches or consubtants, their
approaches overlap frequently and are
oftcn interchangeable. A coach often ini-
dally works in a consultant’s capacity 1o
identify problems, ecsuablish progress
goals, and ¢raft a plan for change. Along
the same lines. a consultant who sticks
around to help an advisor implement rec.
ommended changes is now acting as a
coach. Depending on the diagnosed needs

ADVISOR USAGE OF COACHES AND CONSULTANTS
Almost half of alt advisors have used a coach, consultant, or a combination of both.
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B No Planning to work with one In the next 12 months i Worksd with a coach
% Worked vith a consultant ¥ Worked with both a coach and a consultant

Sourcss: Finaneis! PUmang Association, Sendi Assaciatas
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of the advisor. sample topics covered by
both coaches and consultanes include
operational efficiency, tcam dynamics,
business development, transitioning to
fec-based business, and technology.

Who's using one?
Cerulli's recent survey found that one-

Employing a coach or consultant comes
at a price, however The services can
range anywhere from $30 per hour when
subsidized by a B/D firm 10 around $300
per hour at full cost. Most engagements
last the course of a ycar, although some
advisors hire consultants on a shorter.
term basis of a couple weeks.

quarter of advisors hawve Advisors typically
hired a2 coach, 8% had Advigor practices that speak with the coach or
worked with a consuhani, haveemployedacoachor  onsulant  weekly or
and another 13% had used 8 Oonsultant generated biweckly, and most work
both a coach and a consul- $861,289 In average annual in conducted aver the
\ . rovenus, compared with c s
tant. Those motivated advi- average revenue of phone afl.er an inidal
sors who seck the services $670,080 among advisore®  ONSIC  Visit. Add-itiona.l
of a coach or consuliant practices thathave not  contact between the adwi-
often do so at three distinct usad the sarvices. sor and the coack or con-

poirts in their careers.

The first situation is that of an experi-
enced advisor whase production growth is
slowing. This advisor secks the services 1
break out of his production rasistance level.
The second situation is that of the advisor
who brings a spetific problem to the coach
or consultant. Such an advisor may be
looking to make the leap from comtnissions
to fees or may be creating an advisor team.
The final situation is that of the peak per.
former who is looking for 2n edge.

suhiant comes in the form
of e-mails or short phone conversations.
Ofien, there is additional work for the
advisor when engaging witk a coach or
consuliant. Consultants require documen.
tation of business operations and coaches
often assign homework. The cost and time
involved can eat into the advisor's
resources.
The money and time commitments act
as barriers to entry for undermotivared
advisors secking the services of a coack or

ADVISOR AVERAGE ANNUAL REVENUE COMPARISON
Advisors who have used a coach or consultant generate higher average annual
revanue than advisors who have not used a coach or consultant.
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Souress: Finareial Planning Associztion, Canulli Associatys
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IMPACT OF COACHING AND GONSULTING
Thres-quarters of all advisors report that the coach or consultant improved the operational afficiency of their practice.
Only 4% of al! advisors indicate that the coach or consultant did not impact their business.

— . T
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{for team and impact my busingss
ensamble practices)
% B/D advisors # RIA 8 Alladvisors

Sourees: Rinzneial PRraing Associztion. Centli Associatas

consultant. Unanimously, the coaching setadvisors, coaches, consultants, and B/D
and consulting professionals with whom  firms all reported similar results. And 54%
Cerulli spoke agreed that advisors need 16 of advisors reported improved profitability
have “skin in the game” to make the ser-  as a result of working with a coach or a
vices worthwhile. Indeed. 2 B/D firm  consulant. Arecdotally, one coach estimar-
Cerulli contacted that had offered its con-  ed that advisor preduction increased 25%
sulting services on a complimentary hasis  in 12 months as a result of his coaching.
to advisors found that a free service war-  More formally, a 2003 study conducted by
ranted little extra effort on the part of the  Securities America found that advisors
advisor. The advisors valued the services  increased their revenue by 35% in (2
based on what they paid for them. The months afier participating in the corsulting
firm has since resumed charging advisors,  program offered by the firm.

although it supplements the cost. Certainly. not every advisor seeks
coaching and consulting services to
Sbow me the money! increase revenue. Surprisingly, assets

Altkough the services require an initial  under management among advisors who
time and dollar commitment, advisors had undertaken coaching or consuling
report recciving great benefic an comple-  roughly equaled that of the non-coaching
tion of an engagement. A recent Cerulli  or consulting group. According to advi-
survey of advisors showed that those advi-  sors. coaches and consultants impacted
sor practices that have employed a coach or  operational efficiency more than any other
a consultant generated $861,289 in average  part of the practice. Of advisors who had
annual revenue, compared with average used coaching and consulting services,
revenue of $670,050 among advisors’ prac.  75% saw an increase in operational effi-
tices that have not used the services. ciency within their practice.

Admittedly, the higher revenue among Cerulli analysis reveals that those advi-
advisors does not demonstrale causation;  sors who generated increased revenue did
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so through streamilining their books of
clients— essentially right-sizing their busi-
ness by serving a niche group of clients.
Those advisors who had used coaching or
consultants were more likely to focus oa a
niche group of clienis compared with
those who had not used the services.
Focusing on a miche group of clients
allows an adviser to generate maximum
revenue per client relationship. Within the
niche, the advisor can develop a deep
undersianding of the partic-

quate interest among their advisors.
Advisors hear a presentation, wimess a
peer having success with the services, or
simply recognize that they have reached
critical mass in their practice aod need
help to jump to the next level In addicon
to offering interral services, most B/D
firms also allow advisors to seck coaches

or consultants outside of their programs.
For a B/D firm, the payoif from offer-
ing the services can more than justify the
cost. Incrcasing advisor

ular needs of 2 type of client  Bettor cllont Interactions,  revenues clearly benefits
and be ready to cross.sell @larger cllentbage,and  he frm. Not only can
the appropriate services. Improved team dynamlcs ., }ing and corsulting
Coaches and consulams ~ WOr@ 0achraportad by ook for more pro-
. slightly more than . .
impacted other areas of ductive advisors, they serve
, . . one-third of advisara, .
advisor practices, albeit not Fewar than 5% of as both a retention and a
as bro?dly. Beter cli.cm. advisors Indicated that  Tecruiting strategy. High.
interactions, a larger client w0 coach or consuitant  ¢7d advisors ask about
base, and improved twam  padno positive Impact  Practice-management tools
dynamies were each report. on thelr busingss. during the recruiting

ed by slightly more than

one-third of advisors. Fewer than 5% of
advisors indicated the coach or consultant
had no positive impact on their business.

BID firm implications

Based on a growing focus on praciice
management and the positive resulis advi-
sors have experienced through coaching
and consulting. some B/D firms have
adopied the services as part of their prac-
tice-management tools for advisors.

B/D firms looking to develop coaching
or consulting programs should keep in
mind some best practices. It remains ¢ridi-
cal, for instance, for B/D firms to demon-
strate flexibility in offering practice-man-
agement tools. Advisors shy away from
home-office mandated programs. As such,
B/D firms should advertise the sermices as
tools for interested advisors, not make-or-
break carcer requirements.

In allowing advisors 1o selfselect into
programs, B/D firms find more than ade.

process. They demand a
higher level of support and resources.

As vanguards in practice management,
Securities America and Commonwealth
Financial Network? have the most devel.
oped coaching and consulting programs.
Both firms have been offering the sermvices
for many years, and have devoted
rcsources to maintaining robust practice.
management groups.

Ultimately, Cerulli analysts conclude
that motivated, ready-10-grow, business-
minded advisors are the ones who hire
coaches and consultants. Based on their
drive and mindser, they are also the advi-
sors likely to succeed regardless of
whether or not they employ a coach or
consultant, Likely, the 1o0ls, analysis, and
accountability provided by a coach or con-
sultant will enable advisors to meer their
goals faster and moare effectively. B/D
firms are best served to provide ready
access to coaches or consultants for advi-
sors who are motivared 1o improve. +

1Q 2008 ¢ 2 3visdk LOITILN © PAGE 7




