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Every day, I try and view what I do 
through Andrea’s eyes.

Here’s How.
“We started out with around $70 million 
under management and four people. We 
set out to build a firm where our clients’ 
needs came first. From day one, Schwab  
has been passionate about what we’re 
doing. Without a doubt, Schwab has made  
a difference in our growth.”

“We aren’t just helping her firm with their 
growth plan; we’re helping them innovate 
and take their business to the next level. 
We wake up every day thinking about their 
goals, and how we can make things better 
for her firm and their clients.”

I love being an independent advisor.  
I get to help people every day. 

Here’s Why.

Charles Schwab is proud to support more independent advisors of all  
sizes and their clients than anyone else.

Learn more at advisorservices.schwab.com or call 877-687-4085

Results may not be representative of your experience. SBK Financial is not owned by or affiliated with Schwab, and its personnel are not employees or agents  
of Schwab. This is not a referral to, endorsement or recommendation of, or testimonial for the advisor with respect to its investment advisory or other services.  
Schwab Advisor Services™ serves independent investment advisors and includes the custody, trading and support services of Schwab. Independent investment  
advisors are not owned by, affiliated with, or supervised by Schwab. ©2019 Charles Schwab & Co., Inc. (“Schwab”). All rights reserved. Member SIPC. (1018-8SS0)
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While a client-centric approach is the 
hallmark of RIAs, it’s important that � rms 
and advisors plan for their own futures 
as well. Developing a succession plan 
is one of the most important activities 
RIAs can undertake.

As part of our mission to help advisors 
succeed, Franklin Templeton took 
a deep dive into the topic of succession 
planning to identify the issues that are 
most relevant to RIAs. Here are some 
outtakes from the report. You can access 
the full paper at franklintempleton.com/
successionplanning.

FIRMS NEED TO CONSIDER THE NEXT 
GENERATION
Many buyers want to know that would-be 
sellers have a next generation in place, 
which emphasizes the need for RIAs to 
institutionalize their � rms—but only 11% 
of RIA sellers say that institutionalizing 
their investment process and building 
in-house investment management 
capabilities are among their three highest 
priorities over the next three years. 
Potential sellers seem to believe that 
their succession planning, or lack thereof, 
will have little impact on the potential 
pool of transaction partners. A little less 
than half feel it is very likely that they 
will sell or merge their � rm with a third 
party, only slightly more than the 39% 
who believe it’s likely that they will sell to 
current employees. It’s possible, however, 
that some respondents don’t grasp the 
nuance or the heavy lifting involved in 
some of these transactions.

THERE’S A DIFFERENCE BETWEEN INTERNAL
SUCCESSION AND EXTERNAL SALES
•  Most RIAs prefer internal succession

•  About a third plan properly and succeed 
on their own terms

•  For the rest, the execution of a transition 
is often poor

“Relatively few independent advisors 
really understand the difference between 
creating an internal succession plan 
and an external sale of the business,” 
says David Grau, Sr., JD, President 
and Founder, FP Transitions. “A full 
succession plan is sophisticated; there 
are a lot of intricacies involved. It takes 
a diversi� ed team to look at the problems 
and solve them from a variety of angles. 
A sale, that’s different. That’s simpler. 
That’s business-broker stuff.”

According to Grau, about a third of 
those who desire internal succession 
plan effectively and succeed on their 
own terms. Another third begin to run 
out of runway and have to accelerate 
their plans and their own departure, with 
internal successors. The � nal third must 
sell to a third party or merge in order to 
see anything come of the business they 
worked so hard to build.

WHAT DO BUYERS VALUE? VALUE
Potential buyers clearly want value 
for their money, a sometimes vexing 
expectation in the current deal climate. In 
addition, they want to avoid obvious red 
� ags (disciplinary or regulatory issues), 
and they want similar or complementary 
business models, value propositions, and 
client bases. By and large, they also want 
the seller to stay around long enough to 
help transition over those clients.

THE IMPORTANCE OF CULTURE
Potential buyers of RIA � rms speak 
largely with one voice when it comes 
to the signi� cance of organizational 
culture. Questioned about the importance 
of various criteria when evaluating 
a prospective acquisition candidate, 
fully 86% of would-be buyers deemed 
organizational culture and “� t” a “primary 
decision criterion,” far outpacing any 
other consideration.

Keys to Successful Succession Planning 
for RIAs is important reading for RIAs 
who want to ensure the best outcomes 
for their � rms. The paper covers topics 
including the factors that contribute to 
a � rm’s valuation, what’s whetting buyers’ 
appetites, potential deal breakers, how 
to assess cultural � t and more.

KEYS TO SUCCESSFUL SUCCESSION PLANNING FOR RIA
Insights on optimizing negotiating power for firms in transition.

To access the full report visit 
franklintempleton.com/successionplanning

Source: Institutional Investor Research. Franklin Templeton commissioned Institutional Investor’s Custom Research Lab to conduct a survey of 162 RIA leaders at small, medium and large US � rms 
ranging from approximately $100 million in AUM to upwards of $5 billion. The survey was administered in the autumn of 2018.

86% of would-be buyers deemed 
organizational culture and “� t” 
a “primary decision criterion”

USEN_RIA_SP_0419.indd   1 16/04/19   14:08
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Hiring? How Carson Group nabs 
top candidates
“I’m wearing a suit, the dog pees on 
my shoes.” It wasn’t a promising start 
for an interview, but Aaron Schaben, 
now Carson Group’s executive vice 
president, got the job anyway. Learn 
about the firm’s top interview strate-
gies: https://bit.ly/2IdmyvS

WEB SPECIAL

Source: U.S. Advisor Metrics 2018, Ceruli Associates

Teaming up enhances the client experience

Improves client 
experience

Provides backup
for client support

Succession
planning

Increases 
economies of scale

Can provide
more services

% of advisors who listed as top benefit

73%
67%

61%
56%

53%

Should you join a team?
Advisors who sign on with a partner 
can attract large clients, integrate 
next-gen advisors and grab the at-
tention of asset managers looking for 
distribution opportunities. Still, team-
ing up isn’t for everyone. Find out if it’s 
the right approach for you: 
https://bit.ly/2IbehIU 

GUIDE TO GROWTH

May 13-16
NAPFA Spring Conference
Austin, Texas
https://bit.ly/2GdcmBb 

May 15-17
FINRA Annual Conference
Washington, D.C
https://bit.ly/2IutNyy 

July 16-17
In|Vest Conference
New York 
https://bit.ly/2GeAZi3 

October 1-4
NAPFA Fall Conference
Chicago
https://bit.ly/2s29nFD  

EVENTS

www.financial-planning.com
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community of independent 
financial advisors.
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Should clients be categorized by gender? It can lead 
to bias and even stunt practice growth. 

Not a Niche

During the years assistant managing editor Maddy 
Perkins has been writing about wealth manage-
ment, she’s frequently heard advisors refer to women 
clients as a “niche” market. Given that slightly more 
than half the U.S. population is women, it’s an unsuit-
able distinction, she tells me.  

“Do I think women have planning needs that are 
different than those of men? Sure, they can and 
often do,” Perkins says. “But every individual has their 
own specific needs. The idea that advisors could 

serve millions of women effectively based on ideas surrounding their gender 
seemed like a pretty significant oversimplification.”

At its worst, shoehorning clients into a gender-based category can lead to 
bias. Advisors may “start making assumptions that women all react the same 
way. We just don’t,” advisor Carol Fabbri told Perkins for her story, “Women 
Are Not a Niche.” 

To better help clients — women and men — planners should specialize in 
problems they can solve, Perkins says. “Would you bring value to a woman 
going through a divorce? What about a woman working multiple jobs to help 
send her kids to college? What about a woman who is both working a high-
powered job and tasked with managing her family’s finances?” 

Firms should also create environments where all clients feel able to dis-
cuss their unique financial needs. Hiring more women and people of diverse 
backgrounds can help, given that only 23% of CFPs are women and a mere 
3.5% are black or Latino, according to the CFP Board. But don’t stop there. 
Provide support, guidance and professional insights to all advisors, regard-
less of their backgrounds. 

Unfortunately, some advisors say they are still marginalized, despite firms’ 
lip service paid to diversity initiatives. In her piece, “As a Black Woman, I Feel 
Diminished,” planner Zaneilia Harris writes she has been ignored by men and 
women alike at wealth management events. It’s caused her to avoid most con-
ferences. “We all want to achieve our own level of success. I just wish that we 
truly supported one another on the way there,” Harris writes.

Support means recognizing the individual requirements of clients and ad-
visors. It’s time to look past niches and toward needs. — Chelsea Emery
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Flows into retirement plans strengthened as higher stock 
prices and the end of tax season reassured clients, 
advisors say. 

Product sales, the dollar amount of contributions and 
fees for retirement services all advanced, according to the 
latest Retirement Advisor Confidence Index — Financial 
Planning’s monthly barometer of business conditions for 
wealth managers.

The component tracking retirement products sold to 
clients added 1.6 points to 58, its fourth consecutive gain. 
Readings above 50 indicate an increase and readings below 
50 indicate a decline. The component tracking the dollar 
volume of contributions also remained well into expansion 
territory at 63. 

Advisors say anxiety over the fall in stock prices at the end 
of 2018 is fading, and that tax preparation activity and 
contribution deadlines are powering flows. “Higher contribu-
tions were seen as more clients are finishing up taxes and 
know how they finished the year,” an advisor says. Another 
advisor says the recovery in stock prices emboldened clients 
to go “back to investing and stick with their plans.”

The higher contribution limits effective this year are also 
having a favorable effect. With product sales and contribu-
tions bolstering assets under management, the index 
component tracking fees for retirement services gained 3.5 
points to 55.9, its third consecutive increase. “Generally, the 
overall business outlook is still rosy,” an advisor says. “Clients 
desire to continue to place retirement dollars — and other 
dollars — in long-term investment vehicles.”

Favorable readings on retirement plan flows and fees helped 
keep the composite RACI in expansion territory at 53.5. The 
composite also tracks asset allocation, client risk tolerance, 

investment product selection, new retirement plan enrollees 
and client tax liability. Flows into equities are strong, advisors 
say, with the index component tracking the amount of client 
assets used to buy stocks also in expansion territory at 58.6.

Some advisors note clients are reducing downside exposures 
within portfolio categories, however, managing risk after the 
market “had a fairly good run to start the year,” an advisor says. 

A rebound in equities inspired clients to go “back to investing and stick with their 
plans,” according to the latest advisor survey. Still, they are on alert for risks ahead.

Benchmark

Clients Feeling Positive — for Now

By Harry Terris

DATA-BASED INSIGHT FROM FINANCIAL PLANNING AND SOURCEMEDIA RESEARCH

The Retirement Advisor Confidence Index, published in partnership with ADP®, is created by the editors of Financial Planning 
and is based on a monthly survey of about 300 advisors. Visit financial-planning.com for more results.
ADP and the ADP logo are registered trademarks of ADP, Inc. ADP does not provide tax, financial, investment or legal 
advice, or recommendations for any particular situation or type of retirement plan.

Retirement Advisor Confidence Index
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“That involved having a little more cash on hand, but more just 
reallocating between risky asset classes and less-risky classes.”

The component tracking client flows into cash remained in 
positive territory at 51.7.  

Overall, risk sentiment is improving — the component 
tracking client risk tolerance notched another positive 
reading at 54.2. For now, strong jobs numbers and the Fed’s 

accommodative stance on monetary policy are outweighing 
warning signs including the yield curve inversion, advisors 
say. Still, clients are on high alert.

“Market volatility is still a concern, so managing expecta-
tions and confirming risk profiles has been key,” an advisor 
says. “As this market cycle continues to age, the volume of 
these concerns will go higher.” FP

Benchmark

Harry Terris is a Financial Planning contributing writer in New York. He is also a contributing writer and former data editor of American Banker. 
Follow him on Twitter at @harryterris.
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In an ongoing effort to help advisors prepare 
for what’s to come, I went on assignment to 
the year 2039 to interview a financial 
planner who successfully made some 
significant transformations.

I happened to arrive near the end of 
March, so I immediately apologized for 
interrupting the usual office scramble to 
produce quarterly performance statements.

The advisor laughed at my naiveté. 

Why are you laughing? Is it my out-of-
fashion business suit?
Who sends out quarterly statements? Our 
clients check the health of their plans on 
their phone any hour of the day or night.

What do you talk about in annual and 
quarterly meetings with clients?
We don’t have regular meetings. If a client 
has questions or we have concerns, we 
arrange a quick face-to-screen conversation, 
usually through their phone, and follow up 

with email if necessary. We deliver value on 
an as-needed basis; either side can initiate 
the contact.

How do you charge? By good old AUM?
Even in primitive times, before movies went 
holographic and people spent dollars 
instead of crypto coins, most people 
recognized AUM as a relic of sales culture. 
We wonder about the intelligence of your 
typical client back then. How were they OK 
with asking for a price and the answer 
being: “I don’t know. How much have you 
got?”

If not AUM, then what?
We charge a flat annual fee for the primary 
financial care every client receives. If the 
client requires services of a specialist, we 
refer out. Larger firms have specialists 
in-house who charge extra fees for matters 
like negotiating the annual subscription to a 
self-driving car service.

Planning in 2039 

By Bob Veres

A trip to the future brought the unexpected, such as the death 
of advisor marketing and AI-driven monitoring of client finances.

What about investments? 
Who invests in stocks? 
Or funds or ETFs, for that 
matter? Today, companies 
post their capital needs on 
the internet. A specialized 
group of geeky investment-
oriented advisors pore 
through terms and 
conditions the firms are 
offering. The geeky advisors 
post THEIR portfolio 
recommendations on the 
model marketplaces, which 
the rest of us subscribe to. 
Call it sophisticated crowd 
sourcing, with the internet a 
superconductor of capital.

What happened to 
stocks?
There are still public 
companies, but they’re a 
vanishing species. That 
process actually started in 
your era, when the number 
of U.S. publicly traded 
companies dropped by more 
than half between 1997 and 
2018. Meanwhile, if my 
history books are accurate, 
non-shareholder companies 
like Vanguard and TIAA, 
which focused on their 
customers exclusively, 
mercilessly exploited this 
unfair advantage in their 
sectors of the economy. 
Many executives fought back 
by converting their 
companies to benefit 
customers rather than 
shareholders — the so called 
for-benefit companies, or 
B-corporations.

The number of private 
firms grew as professional 
and lay investors realized 
four things: 1) Owning 

Veres
INDUSTRY INSIGHT
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shares of a publicly traded company 
gives you no power over company 
affairs. 2) Many of these corporations 
were being managed for the top 
executives’ benefit. They were looting 
the profits their firms were generating 
in the form of salaries and stock 
grants. 3) The great majority of the 
value of enterprises was built before 
they went public. 4) In the increasingly 
fast-moving economy, by the time a 
company goes public, it is probably 
trying to defend rather than innovate, 
and is already ripe for disruption.

How do you look at their audited 
financials?
Today’s audit function probably looks 
different from what you people in the 
past were used to. Accounting firms sell 
their financial analyses on the internet 
on a subscription basis to data 
aggregators that sell it to people like 
those geeky advisors I mentioned. They 
can see what four or five different 
auditors think about nearly any 
company in the world. 

Better yet, instead of companies 
paying for the audits, subscribers are 
paying for them, which greatly 
improves the impartiality of the 
process. I’ve always wondered how 
investors had put up with such a 
conflict of interest, having companies 
hire and pay their own auditors.

How do you market yourself?
We don’t.

Come again?
In today’s health care industry, people 
get basic care from a community 
center that focuses on keeping people 
healthy and monitoring their lifestyle 
habits and vital signs in real time. The 
community center gets our health 

readings directly from the little chips 
inside our watches or ankle bracelets.

What does that have to do with 
financial services?
The very first real business use of AI 
technology in the financial services 
space, it turns out, was monitoring the 
financial health of our clients on a daily 
basis, looking at the loans they’ve 
taken out, the volatility of their 
portfolios, what they’re saving, and 
alerting us the instant they detect a 
variance from our preset tolerances. 
These AI systems have bots that troll 
social media — I guess a Luddite from 
the 2010s would call it electronic 
stalking — to let us know instantly 
when a baby is due, or at what online 
learning program (we used to call them 
“colleges” before they went virtual) their 
kids plan to pursue for career training.

What does that have to do with 
marketing?
Everybody has a planner monitoring 
their financial health. Just like doctors 
back in your day, we don’t have to 
market. And we’re all credentialed now. 
Nobody can practice without a state 
license and the proper designations. No 
sales agents can call themselves 
financial planners or hold themselves 
out as offering financial advice. 

What’s the primary designation? 
The CFP?
Yes, but there was a bit of a turn to that 
story. We had three primary 
designations for a while, but now the 
CFP and PFS designations have 
merged, thanks to the CFP finally 
requiring a financial services 
undergraduate degree and the PFS 
broadening from requiring an 
accounting degree. The CFA designation 

merged into the others a couple of years 
ago, but CFA and PFS still exist as 
specialized credentials of the CFP, along 
with Chartered Insurance Consultants.

Who still earn commissions?
Mercy me, no. As specialists of the CFP 
designation, we are prohibited from 
such flagrant conflicts of interest.

What would your advice be for 
those reading this in 2019?
I hardly know where to begin. If they’re 
in a sales or asset-gathering 
organization, they should start their 
conversion to professionalism sooner 
rather than later. If they charge by 
AUM, recognize that consumers 
eventually will not stand for such a lazy 
way to set fees. If they’re young, get the 
CFP before that blessed test gets 
harder. If they’re near retirement and 
have worked to professionalize 
financial planning, they should relax 
and know a true profession is coming.

If they’re an insurance agent?
Once we stripped away the opaque cost 
structures and sales commissions, risk 
pooling actually became quite popular. 
If those agents can learn to charge fees 
for their services and analyze the 
emerging fiduciary products, they have 
a great future ahead of them.

I have to go. Anything else you 
want to tell me?
You came here from 2000, right? Invest 
every dime you can scrape up in Apple. 
Oh, wait, you said you came from 2019. 
My bad. Umm … keep your chin up, try 
to remember that the world isn’t going 
to end and learn to enjoy the rare 
experience of a six sigma event.

Say what? FP

Bob Veres, a Financial Planning columnist in San Diego, is publisher of Inside Information, an information service for financial advisors.  
Visit financial-planning.com  to post comments on his columns or email them to bob@bobveres.com. Follow him on Twitter at @BobVeres.
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After 12 years as a financial planner, I 
thought there wasn’t much I hadn’t been 
exposed to. But recently, I faced death for 
the first time.

What was slated to be a standard 
investment review with a client ended up as 
anything but when she announced that her 
situation had changed.

In her early 60s, she had been diagnosed 
with terminal cancer, with only around 24 
months to live. 

With medication she had been pre-
scribed, she would feel healthy for most of 
that time. The medication wouldn’t cure her, 
but she would live a relatively normal life. 
After that period, no one knew what was 
going to happen. But everyone knew she 
was going to die within a few years,

That news rocked me. While I was able 
to run her through some financial planning 
that needed to take place in the near 

future, I was in shock. She went through the 
rest of the meeting as a mixture of smiles, 
tears and furious note-taking. Her conver-
sation flitted between talking about her 
final desires and how she wanted to be 
remembered by her children and worry that 
her husband would be left without health 
insurance when she passed.

At the end of an hour we discussed next 
steps but we were both drained. I finished 
up my remaining client meetings of the day 
in a daze. Twenty-four hours later, I still 
hadn’t opened my computer to continue 
working and no amount of mindless 
distractions, stress-eating or bourbon over 
the following days could chase away the 
shock and sadness I felt for this woman and 
her family.

Starting my career during the Great 
Recession, I saw clients enter and leave 
meetings in tears, with advisors doing the 

When a Client Has Cancer

By Dave Grant

I thought I’d seen it all as an advisor. A client sharing terrible 
news made me rethink how I work — and how I live each day.

same. I saw how stable 
financial situations, now 
rocked, created extremely 
emotional situations.

If left alone, these 
situations almost always 
righted themselves and 
became normal again. 

But normal wasn’t ever 
going to be happening 
again for this client. 

So as advisors, how do 
we move forward to do the 
best for our clients? 

1. Leaning on colleagues for 
knowledge and support
I have been in a mastermind 
study group for the past five 
years. I know that I can 
discuss anything with them 
together, or call any 
member individually and 
delve deeply into a topic. 
They knew I needed some 
time to just talk through the 
situation and process how I 
was feeling.

I also had to ask them, 
and other networks of 
advisors, for professional 
guidance. This was the first 
client who was going to die 
on my watch, so while I 
knew the top-level things to 
do, I also needed guidance 
from those who had been in 
this situation before. I got a 
lot of ideas from experi-
enced advisors, including 
information on standard 
procedures and having 
family meetings, to discuss-

I had seen clients 
(and advisors) leave 
meetings in tears 
before. This
was different.

Grant
NEW GENERATION

ing final days and ethical wills, to 
researching death doulas and other 
support the family might need.  

I wouldn’t have been prepared for 
this situation without the skills of other 
advisors who were willing to share 
their experiences to aid others. 

2. Start hugging family members a 
little tighter
In the two days after the meeting with 
my client, I found myself hugging my 
wife and kids harder and longer than 
usual. 

The experience of seeing someone 
face their mortality and having limited 
time left made me appreciate my once 
seemingly limitless time on Earth a 
great deal more. 

3. Being a support, and not a burden, 
for my client
In this meeting, I found myself drawing 
up a list of people my client needed to 
see, questions she needed answered 
and documents she needed to have 
executed. 

Even as my professional cylinders 
were firing, I knew that not handling 
this sensitively could make her situa-
tion even worse. 

Because the service model on which 
she engaged me focused only on 
discussing her investments, I had to 
explain that, if she wanted more 
guidance, she would need to retain me 
for additional services and time. 

This would allow me to understand 
the holes in her current plan and ensure 
they were addressed during her lifetime. 

While it felt awkward to ask a dying 
woman for money, I knew that if I was 
going to be of service to her, I needed 
to dedicate additional time and 
resources to make this process stream-
lined and meaningful.
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Dave Grant, a Financial Planning columnist, is founder of the planning firm Retirement Matters in Cary, Illinois. He is also the founder of NAPFA 
Genesis, a networking group for young fee-only planners. Follow him on Twitter at @davegrant82.
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time to just talk through the 
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ing final days and ethical wills, to 
researching death doulas and other 
support the family might need.  

I wouldn’t have been prepared for 
this situation without the skills of other 
advisors who were willing to share 
their experiences to aid others. 

2. Start hugging family members a 
little tighter
In the two days after the meeting with 
my client, I found myself hugging my 
wife and kids harder and longer than 
usual. 

The experience of seeing someone 
face their mortality and having limited 
time left made me appreciate my once 
seemingly limitless time on Earth a 
great deal more. 

3. Being a support, and not a burden, 
for my client
In this meeting, I found myself drawing 
up a list of people my client needed to 
see, questions she needed answered 
and documents she needed to have 
executed. 

Even as my professional cylinders 
were firing, I knew that not handling 
this sensitively could make her situa-
tion even worse. 

Because the service model on which 
she engaged me focused only on 
discussing her investments, I had to 
explain that, if she wanted more 
guidance, she would need to retain me 
for additional services and time. 

This would allow me to understand 
the holes in her current plan and ensure 
they were addressed during her lifetime. 

While it felt awkward to ask a dying 
woman for money, I knew that if I was 
going to be of service to her, I needed 
to dedicate additional time and 
resources to make this process stream-
lined and meaningful.

4. Taking care of myself so I can care 
for others
When I reviewed how I handled the 
news, I recognized that some of my 
behavior wasn’t healthy. I drank more 
alcohol to numb feelings, ate more 
sugar to lift my mood. I also didn’t 
sleep well. 

This impacted other work that I 
had scheduled, and it made me 
ineffective to others. 

I knew this behavior couldn’t go on 
for long. I had to continue to be 
healthy so I could have a clear mind 
and be able to help others.

As advisors, we are participants in 
the intimate details of our client’s 
lives. They invite us into these 
situations to gain our guidance. 

But in order to be effective, one 
must feel and understand what one’s 
client is going through. 

Doing this for multiple clients in 

various situations can be draining. 
As I’ve written on the importance 

of mental health and self-care 
throughout my career, I know that I 
cannot process these situations all by 
myself.

I think it’s time I find a therapist 
who can provide me the type of care I 
need, so that I can continue to refresh 
myself and provide the kind of 
guidance that my clients need from 
me. 

I also need to be diligent with what 
I’m feeding myself — both literally 
and what I consume in the media. It’s 
important that I maintain a healthy 
body and mind so that those who 
need my skills get the best of me. FP

It felt awkward to ask a dying 
woman for money, but to help 
her I would need to dedicate 
more of my time and resources.
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When a client is diagnosed with a terminal illness, the emotional impact ripples far and wide. 

Dave Grant, a Financial Planning columnist, is founder of the planning firm Retirement Matters in Cary, Illinois. He is also the founder of NAPFA 
Genesis, a networking group for young fee-only planners. Follow him on Twitter at @davegrant82.
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My new client sat facing me in my office. 
Widowed for nearly 20 years, the woman 
and her husband had come to the United 
States from the Philippines as a young 
couple, bringing a newborn daughter and a 
desire for a better life. 

Thanks to thrift and hard work, along with 
a substantial death benefit from her 
husband’s life insurance, she had accumu-
lated a sizable asset base. Now in her 80s, 
she was worried about her daughter’s future 
and not sure what to do with her portfolio. 
She came to me for help.

I was proposing a significant shift. My 
client’s English was still somewhat limited, 
and as I moved carefully from one point to 
the next, I was unsure how much of my 
presentation was getting across. I wanted to 
communicate not only the importance of 
properly allocating her assets, but also the 
more complicated point of where her assets 
should go in order to provide the maximum 

benefit for both her and her daughter, who is 
now approaching retirement herself.

As I concluded, I looked into my client’s 
face and, to my surprise, saw she had teared 
up. “What have I said?” I asked myself, trying 
to calm the panic rising in my chest. “How 
have I upset her?” I took a deep breath and 
gave her my most calming smile. “Do you 
understand what I’m suggesting? Is there 
something that I need to go over more 
carefully?” I asked. 

She looked at me, slowly shook her head 
and then smiled. “I understand. You are 
showing me a way to help my daughter. I 
am very grateful.”

Let me provide more details. The client is 
a thriving retiree with a dependable income 
stream from a defined benefit pension plan. 
She also has IRA accounts, both traditional 
and Roth. Finally, she has assets in a 
standard living trust, which is fully taxable. 
The trust holds not only invested assets, but 

Trapped Inside a Trust 

By Kimberly Foss

Picking up on a client’s unspoken wishes led an advisor to an 
unexpected asset allocation that benefited the client’s daughter. 

also the deed to her home. 
She lives well within her 
means, so the investment 
portfolio has generally 
continued to accumulate.

As I reviewed her current 
portfolio, it became obvious 
that her asset allocation 
had been neglected for 
some time by previous 
advisors. This elderly woman 
held 80% stocks. Addition-
ally, some 25% of holdings 
were concentrated in a 
single, highly appreciated 
equity. Obviously, some 
reallocation of assets was 
long overdue. Because the 
IRA accounts held mutual 
funds, it was simple to 
reallocate them into a much 
more conservative frame-
work of mostly fixed income 
with some equity exposure 
for mild growth potential. In 
the tax-favored environ-
ment, we didn’t need to be 
concerned about capital 
gains liabilities. 

The large concentration 
of highly appreciated 
equities, however, was 
located in the holdings of 
the trust. Without other 
assets to offset the imbal-
ance, I initially expected I 
would need to begin 
gradually reducing this 
position, reallocating the 
assets in a way that better 
reflected my client’s 
advanced age and need  
for stability.

But then, I learned that 

I looked into my client’s 
face and, to my surprise, 
saw a single tear sliding 
down her cheek.

Foss
IN PRACTICE
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the client had made arrangements, in 
coordination with her daughter, to sell 
her home, place the proceeds in the 
trust and move in with her daughter. 
This is when I realized I had an impor-
tant choice to make. 

The path of least resistance would 
have been simply to invest the home 
sale proceeds to complement the rest 
of the holdings. I could do a mix of high 
quality, medium- to short-term 
municipal bonds, since the trust is 
taxable, and a small representation of 
equities to maintain growth potential 
and a hedge against inflation. But as I 
considered the client and the obvious 
importance she placed on providing for 
her daughter, I began to wonder if I was 
missing something.

The daughter was not my client, but 
she certainly had a vital interest in 
how these assets were positioned and 

especially in how they would perform 
over time. Her mother had a secure 

income stream and actually made 
little use of the assets to fund retire-

ment. It was obvious from my conver-
sations with the client that the needs 
of her daughter were constantly on  
her mind.

Further analysis and modeling 
confirmed that the daughter’s interests 
would be better served by holding 
assets with more aggressive growth 
characteristics in the Roth IRA. Given 
the overwhelming likelihood of the 
daughter’s longer lifespan and the 
tax-free nature of future withdrawals 
from the Roth account, this would offer 
several advantages, not least of which 
was my client’s ability to help provide 
for the long-term financial security of 
her only child. 

I decided to present this more 
complex recommendation to the 
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income stream and actually made 
little use of the assets to fund retire-

ment. It was obvious from my conver-
sations with the client that the needs 
of her daughter were constantly on  
her mind.

Further analysis and modeling 
confirmed that the daughter’s interests 
would be better served by holding 
assets with more aggressive growth 
characteristics in the Roth IRA. Given 
the overwhelming likelihood of the 
daughter’s longer lifespan and the 
tax-free nature of future withdrawals 
from the Roth account, this would offer 
several advantages, not least of which 
was my client’s ability to help provide 
for the long-term financial security of 
her only child. 

I decided to present this more 
complex recommendation to the 

client. I carefully explained the 
principles of proper diversification, 
and made my case for reorienting the 
asset allocation of the Roth IRA into 
holdings with more growth potential. I 
told her my motivation for doing so: 
providing a greater benefit for her 
daughter. My client happily, and 
tearfully, agreed.

We owe it to our clients to think 
beyond the obvious answers, and to 
carefully consider the next generation. 

Baby boomers are expected to 
transfer some $30 trillion in assets 

over the next several decades in North 
America alone, according to Accen-
ture Consulting. If we don’t help 
clients manage those assets in 
optimal ways, we lose not only the 
chance to do what’s right for our 
clients today but also the opportunity 
to engage meaningfully with their 
heirs tomorrow — those who will be 
the recipients of the largest wealth 
transfer in history. 

In my case, this meant going one step 
beyond, making sure that the assets were 
allocated, and located. correctly. 

My client will probably never 
understand the finer points of regres-
sion analysis, but she clearly under-
stands that I will help her accomplish 
what is most important to her. FP
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Charles Schwab’s new subscription-based 
financial planning offering highlights how a 
dominant e-commerce pricing model may 
be eroding the way advisors bill clients. 

Subscription models have aided Amazon, 
Dollar Shave Club and Blue Apron in 
becoming three of the top five most popular 
retail sites last year, with net sales upward of 
$2.6 billion in 2016, according to recent 
research from McKinsey & Company. 

Schwab, the low-cost investing pioneer 
managing more than $3.5 trillion in client 
assets, is adjusting to a new reality. Custom-
ers on its digital advisory service will pay a 
flat fee of $300 and $30 per month instead 
of a traditional percent of investable assets. 

The brokerage says these fees will cater to a 
young consumer base that prefers to pay on 
an ongoing basis. 

Subscription fees may be an improvement 
from the AUM model, says James Gambaccini 
of the Reston, Virginia-based Acorn Financial. 
The conundrum for financial advisors has 
always been finding a cost effective way to 
provide the same services and advice for a 
million-dollar client and a small one. “Fees 
tend to be limiting,” Gambaccini says. 

The subscription e-commerce market has 
grown by more than 100% per year for the 
last five years, according to McKinsey. 
Subscribers are most likely to be 25 to 44 
years old with incomes of $50,000 to 

Subscribing to Schwab

By Sean Allocca

The wealth manager recently introduced monthly fees. It’s not 
for everyone. 

$100,000 — a historically 
underserved segment of the 
wealth management industry.

Advisors are naturally 
pushing back. 

“I am sure they will get a 
bunch of people who want to 
pay as little as possible,” says 
Jon Ten Haagen, founder of 
the eponymous RIA firm in 
Huntington, New York. “But, I 
always say you get what you 
pay for. You want skill and 
experience with the markets, 
then you should be ready and 
willing to pay for it.”

Still, more than seven in 10 
advisors are concerned about 
impacts of fee compression, 
according to Nationwide’s 
recent study of more than 
1,700 advisors and individual 
investors. “A subscription-
based model is a good way 
for the public to pay for 
access to informed, custom-
ized advice over long periods 
of time,” Gambaccini says. 

Subscription fees can 
serve clients who have yet to 
amass notable assets. The 
San Diego-based Physician 
Wealth Services deals 
almost exclusively with 
recent medical school 
graduates who have 
hundreds of thousands of 
dollars in student loan debt. 

“You can’t pay an asset 
under management fee on a 

RIA IQ

“I am sure they will get 
a bunch of people who 
want to pay as little as 
possible,” says CFP Jon 
Ten Haagen.

ALSO IN RIA IQ: WOMEN’S NETWORK, P. 24  
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negative net worth,” says Kayce Kress, a 
financial advisor at Physician Wealth. 
Most of her clients can be saddled with 
up to $500,000 in loans with no financial 
plan to pay it off. Her clients pay $450 a 
month on up to half a million in invest-
able assets, without a one-time fee to 
create a plan.

For Anders Jones, CEO of Baltimore-
based Facet Wealth, the industry has 
operated too long with a single model 
that is not a fit for all investors, especially 
those who only need financial planning 
and basic investment management. 
Facet charges clients between $500 and 
$5,000 per year depending on services 
provided, according to a spokesman.

“An RIA can serve mass-affluent 
investors who, until now, have been left 
out in the cold, with the right subscrip-
tion-based model and technology 
supporting its CFPs,” Jones says.

The Schwab model may resonate 
louder with young clients who represent 
a different generation of investors, says 
Chris Hutchins, CEO of digital financial 
planning firm Grove. His firm charges an 
upfront fee of $560 for an initial 
financial plan and $65 a month, he says. 

“The subscription model is for the 
future,” Hutchins says, adding that the 
large majority of retail investors will 
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Assets Managed by Advisors Who Don’t 
Take Commissions
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$100,000 — a historically 
underserved segment of the 
wealth management industry.

Advisors are naturally 
pushing back. 

“I am sure they will get a 
bunch of people who want to 
pay as little as possible,” says 
Jon Ten Haagen, founder of 
the eponymous RIA firm in 
Huntington, New York. “But, I 
always say you get what you 
pay for. You want skill and 
experience with the markets, 
then you should be ready and 
willing to pay for it.”

Still, more than seven in 10 
advisors are concerned about 
impacts of fee compression, 
according to Nationwide’s 
recent study of more than 
1,700 advisors and individual 
investors. “A subscription-
based model is a good way 
for the public to pay for 
access to informed, custom-
ized advice over long periods 
of time,” Gambaccini says. 

Subscription fees can 
serve clients who have yet to 
amass notable assets. The 
San Diego-based Physician 
Wealth Services deals 
almost exclusively with 
recent medical school 
graduates who have 
hundreds of thousands of 
dollars in student loan debt. 

“You can’t pay an asset 
under management fee on a 

“I am sure they will get 
a bunch of people who 
want to pay as little as 
possible,” says CFP Jon 
Ten Haagen.

ALSO IN RIA IQ: WOMEN’S NETWORK, P. 24  

negative net worth,” says Kayce Kress, a 
financial advisor at Physician Wealth. 
Most of her clients can be saddled with 
up to $500,000 in loans with no financial 
plan to pay it off. Her clients pay $450 a 
month on up to half a million in invest-
able assets, without a one-time fee to 
create a plan.

For Anders Jones, CEO of Baltimore-
based Facet Wealth, the industry has 
operated too long with a single model 
that is not a fit for all investors, especially 
those who only need financial planning 
and basic investment management. 
Facet charges clients between $500 and 
$5,000 per year depending on services 
provided, according to a spokesman.

“An RIA can serve mass-affluent 
investors who, until now, have been left 
out in the cold, with the right subscrip-
tion-based model and technology 
supporting its CFPs,” Jones says.

The Schwab model may resonate 
louder with young clients who represent 
a different generation of investors, says 
Chris Hutchins, CEO of digital financial 
planning firm Grove. His firm charges an 
upfront fee of $560 for an initial 
financial plan and $65 a month, he says. 

“The subscription model is for the 
future,” Hutchins says, adding that the 
large majority of retail investors will 

want to operate in online services in the 
next decade and may not have the 
investable assets traditionally needed. 
“If you look at Amazon and NetFlix, it 
just makes sense to them,” he says.

Even established professionals are 
making the switch to monthly fees, 
advisors say. Working professionals 
with a decade or more of expereience 
who have stashed away money in 
taxable investment accounts are 
starting to wonder why fees are rising 
simply because they are putting in 
more money, says Kress, who cited 
million-dollar clients leaving current 
advisors because of hefty AUM fees 
that can be upwards of $40,000 a year. 

“Are there other services those 
advisors are providing?” Kress says. 
“Those AUM fees are going to increase 
regardless.”

Digital advice platforms have 
offered subscription fee structures with 
uneven results. The robo advisor 
Learnvest charged for similar services 
on an ongoing basis before it was 
acquired by Northwestern Mutual for 
more than $250 million in 2015. 

“I will be curious to see if Schwab 
manages to avoid the failings of 
Learnvest, which was primarily to offer 
‘financial planning lite’ to younger 

consumers,” says Eric Roberge, a 
registered investment advisor based in 
Boston. “As it turns out, younger 
consumers don’t want a scaled-down, 
cheap product.” For Roberge, young 
customers are willing to pay for 
high-quality services, but the industry 
has been slow to recognize the need to 
change how they are charged, he says.

Acorns, which rounds up purchases 
and puts spare change toward savings or 
investments, gained initial success by 
developing products that charge monthly 
and appeal to a younger customer base. 
Acorns now has more than 3.3 million 
investment accounts and its robo-gener-
ated “smart portfolios” cost as little as $1 
a month, according to the firm.

The subscription-based model isn’t 
without risk, and RIAs should give 
considerable thought before a switch, 
experts say. For one, monthly clients 
may be more prone to leave, meaning 
firms could lose money from a quick exit. 

“There is certainly the risk of lost 
revenue if a client leaves after only a 
couple months with the firm,” Kress 
says. “There is no perfect fee model.”

Firms considering a subscription-
based model should be careful not to 
cannibalize revenue from other fee 
structures. When Kress transitioned 
clients at a previous firm, some clients 
were charged a monthly fee and a 
smaller AUM fee to avoid differences 
from year to year. 

“You do have to be careful about 
smoothing what the client is paying 
so they’re not paying less for a lot 
more,” Kress says. “Don’t fix what’s 
not broken.” FP

Sean Allocca is an associate editor of 
Financial Planning. Follow him on Twitter 
at @sjallocca.

Monthly clients may be more 
prone to leave their advisor, 
meaning firms could lose money 
from a quick exit. 
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Financial advisor Nina O’Neal was 
tired of being “talked at” during 
industry conferences. 

What’s more, she was frustrated 
there were few, if any, planner-led 
resources for women advisors. So she 
took matters into her own hands. 

First, O’Neal designed and created 
an “anti-conference” retreat. 

Even as she was finalizing those 
plans, she realized she could do more. 

“As we paid the deposit and signed 
the contract, I was like, ‘It’s not 
enough,’” O’Neal says. “It doesn’t create 
the community that I believe is lacking 
in our industry. So I just said, ‘You know 
what, I’ll make one.’”

The partner at Raleigh, North 

CFP Nina O’Neal launches the Female Advisor Network to promote industry diversity. 

How One Advisor is Creating 
 a Community for Women

By Tobias Salinger

Carolina-based Archer Investment 
Management (and Financial Planning 
contributing writer) has launched the 
Female Advisor Network. 

O’Neal aims to provide practice 
management support and growth 
strategies for women from all industry 
sectors at every career stage.

With only 23% of CFPs being 
women and only 3.5% black or Latino 
firms, trade groups and professional 
organizations have ramped up 
programs to combat gender and 
racial disparities. O’Neal and other 

advisors are also starting to spear-
head change themselves. O’Neal 
praises existing conferences and 
programs as beneficial, but also 
hopes to build a sense of collabora-
tion she didn’t get when she became 
an advisor in 2006. 

In addition to the retreat, she plans 
to provide mentors, educational 
resources, a product marketplace and 
local events.

“Most of the broker-dealers and 
larger organizations have programs 
for women within them,” O’Neal says. 
“This is different — a lot of people 
who run those programs have never 
done my job.”

And, she adds, “I just felt that there 

O’Neal hopes to build a sense of 
collaboration she didn’t get when 
she became an advisor in 2006. 

RIA IQ

Female Advisor Network’s Approach

BD/RIA 
affiliation

Webinars and
mentorship 
programs

Products 
marketplace

‘Anti-
conference’ 
retreat

Education 
library for allies

O’Neal 
describes the 
network as 
being “extremely 
BD/RIA-
affiliation 
agnostic” and 
“for advisors by 
advisors.”

Collaboration 
will focus more 
on practice 
management 
and growth in 
the client base, 
and less on 
investments.

O’Neal says 
several fintechs 
have expressed 
interest and she 
hopes to 
expand it to a 
variety of 
providers.

The inaugural 
version is 
scheduled for 
late September 
outside Atlanta. 
Participants will 
share ideas in 
interactive, 
collaborative 
groups.

Men striving to 
hire, retain and 
support more 
women will be 
able to access 
tips and 
tutorials on the 
subject on the 
network’s 
website.

still wasn’t the community there that 
was needed.”

‘For Advisors, by Advisors’
While O’Neal is affiliated with Laden-
burg Thalmann’s Triad Advisors, she 
describes the network as being 
“extremely BD/RIA affiliation agnostic” 
and “for advisors by advisors.” 

Membership will cost $199 per year 
for any producing female advisors, and 
$49 for students aspiring to the field.

O’Neal will tap a board of advisors 
to steer the group, which will also have 
a men’s section on its website with 
advice for how to recruit and support 
women. Three women who have been 
asked to join the board are of different 
nationalities, she says.

To grow and succeed, the new 
organization should aim to reach out 
to other groups that represent 
minorities in order to ensure that the 
conversation around diversity and 
inclusion expands beyond gender, ac-
cording to Rianka Dorsainvil. She is 
helping to lead the CFP Board’s ad 
campaign which encourages more 
people of color to enter the financial 
services field.

Special Report: Diversity Initiatives

Custom tag for the Female Advisor Network, 
from Leatherology.com.
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CFP Nina O’Neal launches the Female Advisor Network to promote industry diversity. 

How One Advisor is Creating 
 a Community for Women

advisors are also starting to spear-
head change themselves. O’Neal 
praises existing conferences and 
programs as beneficial, but also 
hopes to build a sense of collabora-
tion she didn’t get when she became 
an advisor in 2006. 

In addition to the retreat, she plans 
to provide mentors, educational 
resources, a product marketplace and 
local events.

“Most of the broker-dealers and 
larger organizations have programs 
for women within them,” O’Neal says. 
“This is different — a lot of people 
who run those programs have never 
done my job.”

And, she adds, “I just felt that there 
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O’Neal 
describes the 
network as 
being “extremely 
BD/RIA-
affiliation 
agnostic” and 
“for advisors by 
advisors.”

Collaboration 
will focus more 
on practice 
management 
and growth in 
the client base, 
and less on 
investments.

O’Neal says 
several fintechs 
have expressed 
interest and she 
hopes to 
expand it to a 
variety of 
providers.

The inaugural 
version is 
scheduled for 
late September 
outside Atlanta. 
Participants will 
share ideas in 
interactive, 
collaborative 
groups.

Men striving to 
hire, retain and 
support more 
women will be 
able to access 
tips and 
tutorials on the 
subject on the 
network’s 
website.

still wasn’t the community there that 
was needed.”

‘For Advisors, by Advisors’
While O’Neal is affiliated with Laden-
burg Thalmann’s Triad Advisors, she 
describes the network as being 
“extremely BD/RIA affiliation agnostic” 
and “for advisors by advisors.” 

Membership will cost $199 per year 
for any producing female advisors, and 
$49 for students aspiring to the field.

O’Neal will tap a board of advisors 
to steer the group, which will also have 
a men’s section on its website with 
advice for how to recruit and support 
women. Three women who have been 
asked to join the board are of different 
nationalities, she says.

To grow and succeed, the new 
organization should aim to reach out 
to other groups that represent 
minorities in order to ensure that the 
conversation around diversity and 
inclusion expands beyond gender, ac-
cording to Rianka Dorsainvil. She is 
helping to lead the CFP Board’s ad 
campaign which encourages more 
people of color to enter the financial 
services field.

Dorsainvil, who has a practice called 
Your Greatest Contribution, has 
mentored others along with fellow 
alumni of Virginia Tech. 

She started a podcast last year 
about the lack of diversity in financial 
services called “2050 TrailBlazers.”

O’Neal should “see what’s been 
done out there and put her spin to it” 
while also partnering with other 
existing organizations “so that she 
doesn’t have to create the wheel,” 
Dorsainvil says. 

“My hat’s off to her,” she adds.
Advisor Sandra Cho of the LPL 

Financial-affiliated Pointwealth Capital 
Management in the Los Angeles area 
had women colleagues take her under 
their wings when she entered the field. 
Because of this, she feels fortunate to 
be in a position now to help other 
women, she says.  

Cho’s staff of three includes two 
LGBT employees and a third who is 
black, she says, noting they were hired 
for their skills and talent. 

Diverse Backgrounds
She adds that their backgrounds 
reflect some increasing diversity in 
financial services. Cho still stands out 
“like a sore thumb” at some industry 
events, however, she says.

“For me, it’s not intimidating or 
daunting,” Cho says. “It’s a source of 
pride. Because I know that I had to 
— in all likelihood — work harder and 
smarter to achieve the level of success 
that I have, and the level of respect 
and recognition.”

For women who may feel isolated or 
ignored at male-dominated wealth 
management events, O’Neal has 
worked to design a small leather 
keychain for members to put on their 
bag so they can pick each other out of 
large groups.

She declines to name companies 
that will offer products or services at 

discounted rates to members. 
She adds that several fintechs are 

interested but she hopes to expand to a 
variety of providers.

Collaboration in the group will focus 
more on practice management and 
growth in the client base than invest-
ments, she says. Advisors who join the 
network can also volunteer to serve as 
local ambassadors organizing regular 
events in their area.

O’Neal has scheduled the group’s 
retreat to take place Sept. 20-22 at the 
Inn at Serenbe in Palmetto, Georgia, 
near Atlanta. 

The discussions will focus on goal-
setting and building relationships. She 
plans to launch a website for the 
network soon. “Everyone’s been super 
supportive. I’m very blessed with great 
relationships, and I’ve realized that,” 
O’Neal says. “People are really 
jumping on board.” FP

Tobias Salinger is an associate editor of 
Financial Planning. Follow him on Twitter at 
@TobySalFP.

Special Report: Diversity Initiatives

Nina O’Neal will provide management support 
and growth strategies for women at all career 
stages. 

Custom tag for the Female Advisor Network, 
from Leatherology.com.
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Does advising female clients require a different 
approach from working with men? 
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Does advising female clients require a different 
approach from working with men? 

By Maddy Perkins

Finding a niche can help planners build their businesses — but advisors looking to 
serve female clients better may need to be careful how they use that term.

A little over half of the U.S. population — roughly 166 million people — are 
women, many of whom control their families’ wealth. Given the sheer number, it’s 
vital that advisors recognize how women’s planning needs are different from men’s 
while being careful not to lump them into a singular group. 

It’s a common oversight, however, given how many planners seek to distinguish 
their practices based on specialities. Niche-based planning is now so widespread 
that it’s become Practice Management 101, according to Kate Healy, managing 
director of Generation Next at TD Ameritrade Institutional.

“When somebody starts the business, they work with everybody,” she says. “As 
the business grows, they find clients that share their values. ... That’s the type of 
client you should be working with. It’s not a gender.”   

It makes sense that advisors target women clients. Almost 70% of married 
women believe they’ll outlive their spouses, according to a 2018 UBS Investor-
Watch survey. For advisors, the inevitable transfer of wealth provides both a 
challenge and opportunity. While some women do have unique planning needs, all 
their needs stretch beyond gender.  

“If you truly want to be successful in providing value to your clients and 
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prospective clients, it’s all about 
addressing ... the problems they’re 
facing,” says Melissa Sotudeh, director 
of advisory services at Virginia and 
Maryland-based RIA Halpern Financial.

She starts by identifying whether her 
clients are undergoing big transitions: 
divorce, parenthood, landing a 
high-powered job or choosing to take 
time off. “Those right there, to me, are 
the niches.”

Simply assessing a client’s needs by 
gender can lead to bias in how an advi-
sor approaches their relationship, says 
Carol Fabbri, managing partner of Fair 
Advisors outside Denver and the 
founder of Fair Advisors Institute, a 
nonprofit devoted to spreading 
financial literacy. 

 “You start making assumptions that 

women all react one way,” Fabbri says. 
“We just don’t.” 

Instead, advisors should focus on 
non-gender-based niches; this allows 
them to specialize on clients’ specific 
pain points. “You can’t do that when 
your group is as large as just women,” 
Fabbri says.  

But does working with female clients 
require a different approach in general? 
Ultimately, it boils down to thinking 

about what women need, Healy says.
“They live longer, they’re generally 

paid less, they have kids and it’s 
sometimes necessary for them to take 
a break in their work, so they may not 
have the same retirement needs than 
men do. That doesn’t mean it’s a niche,” 
she says.

At the same time, focusing on those 

needs can help planners craft a 
speciality that could serve men as well 
as women, says Phoenix-based advisor 
Michelle Buonincontri, who is also a 
Certified Divorce Financial Analyst.  

“To me, ‘niche’ says or implies a new 
way, a different way, a departure from 
business as usual,” says Buonincontri, 
the founder of Being Mindful in Divorce, 
a practice that focuses primarily on 
helping families navigate divorces. “I 
don’t think it’s a bad thing necessarily.”

Buonincontri says that focusing on 
how clients communicate is key — and 
gender does factor into that.

“Let’s be honest, men and women 
communicate and socialize differently. 
Anyone who’s been in any kind of 
relationship with the opposite sex 
knows this,” she says. “We know that 
wealth management is really focused 
on men because they controlled the 
finances [in the past.] There’s a broader 
cultural shift as we see women transi-
tioning to inherit more wealth.”

Women currently control 51% — or 
$14 trillion — of personal wealth in the 
United States, according to 2015 data 
from BMO Wealth Institute. That 
number is expected to grow to $22     tril-
lion by 2020, the data show. 

By 2028, women will control 75% of 
discretionary spending around the 
world, according to data from EY 

Global Wealth & Asset Management. 
To attract more female — and male 

— clients, Sotudeh identifies ways to 
break from tradition. Dual-income 
households have evolved, she says. At 
the same time, financial advice is 
undergoing its own evolution.

“When you break it down to what 
women are looking for in an advisor, a 
lot of the time it is multifaceted and 
lends itself to more of a relationship 
instead of a transaction,” she says. “The 
whole industry is moving toward this 
relationship model of no commissions, 
no brokers — everything’s about a 
longer-standing advisory relationship.”

In the financial services industry, 
women are often categorized as more 
risk averse than men. While a 2016 EY 
Global Wealth & Asset Management 
study showed that women place greater 
emphasis on advisor transparency 
around investment performance, the 
survey found “little evidence to support 
common assumptions about women 
investors, such as a lower risk appetite 
or an attachment to ethical investing.”  
But making financial decisions based on 
risk may not be a bad thing regardless 
of gender, according to New York-based 
CFP Martisha Patterson of Patterson-
Plans Financial Planning.

“Anyone should take calculated risk 
as a way of gathering information,” 

Source: CFP Board, 2019

Carol Fabbri

The number of CFPs is rising but the percentage who are women is stuck at 23%

18,578 of all CFPs were women in 2017

19,248 of all CFPs were women in 2018

26% women   24% men 
Advisors should have expressed understanding and commitment to my financial goals/needs.

Assessing a client’s needs  
by gender may cause an advisor 
to “start making assumptions 
that women all react the same 
way. We just don’t.”

Source: Women and Wealth: The case for a customized approach by EY Global Wealth and Asset Management, 2017 

Not based on gender: Clients have similar expectations for their planners
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needs can help planners craft a 
speciality that could serve men as well 
as women, says Phoenix-based advisor 
Michelle Buonincontri, who is also a 
Certified Divorce Financial Analyst.  

“To me, ‘niche’ says or implies a new 
way, a different way, a departure from 
business as usual,” says Buonincontri, 
the founder of Being Mindful in Divorce, 
a practice that focuses primarily on 
helping families navigate divorces. “I 
don’t think it’s a bad thing necessarily.”

Buonincontri says that focusing on 
how clients communicate is key — and 
gender does factor into that.

“Let’s be honest, men and women 
communicate and socialize differently. 
Anyone who’s been in any kind of 
relationship with the opposite sex 
knows this,” she says. “We know that 
wealth management is really focused 
on men because they controlled the 
finances [in the past.] There’s a broader 
cultural shift as we see women transi-
tioning to inherit more wealth.”

Women currently control 51% — or 
$14 trillion — of personal wealth in the 
United States, according to 2015 data 
from BMO Wealth Institute. That 
number is expected to grow to $22     tril-
lion by 2020, the data show. 

By 2028, women will control 75% of 
discretionary spending around the 
world, according to data from EY 

Global Wealth & Asset Management. 
To attract more female — and male 

— clients, Sotudeh identifies ways to 
break from tradition. Dual-income 
households have evolved, she says. At 
the same time, financial advice is 
undergoing its own evolution.

“When you break it down to what 
women are looking for in an advisor, a 
lot of the time it is multifaceted and 
lends itself to more of a relationship 
instead of a transaction,” she says. “The 
whole industry is moving toward this 
relationship model of no commissions, 
no brokers — everything’s about a 
longer-standing advisory relationship.”

In the financial services industry, 
women are often categorized as more 
risk averse than men. While a 2016 EY 
Global Wealth & Asset Management 
study showed that women place greater 
emphasis on advisor transparency 
around investment performance, the 
survey found “little evidence to support 
common assumptions about women 
investors, such as a lower risk appetite 
or an attachment to ethical investing.”  
But making financial decisions based on 
risk may not be a bad thing regardless 
of gender, according to New York-based 
CFP Martisha Patterson of Patterson-
Plans Financial Planning.

“Anyone should take calculated risk 
as a way of gathering information,” 

says Patterson, who is also co-chair-
woman of the Metro NY FPA chapter. 
“Advisors need to take their time to 
understand [a client’s] position or 
perspective as a woman.  Don’t brush 
everyone with the same broad brush.”

ADVISOR DIVERSITY
There’s one way the wealth manage-
ment industry can be more inclusive 
and welcoming to women, however: 
Address the lack of gender diversity 
within its professional ranks. 

A lot has changed since 2006 when 
Catherine Valega first started working 
as an advisor. But one thing noticeably 
hasn’t.

“Thinking back to when I started 
working in financial services and now, I 
don’t think the percentage of women 
has increased at all,” she recalls.

Valega isn’t wrong.  While the 

number of women CFPs went up 3.6% 
to 19,248 in 2018 from 18,578 in 2017, 
they make up just 23% of professionals 
holding the designation, according to 
data from the CFP Board. That 
percentage hasn’t budged for over a 
decade, data shows.

The CFP Board found that among 
financial services executives, 41% of 
those surveyed believed that men are 
more likely to have the characteristics 
needed to be successful planners — 
compared with 7% of respondents who 
said women had such an advantage, 
according to a 2013 white paper by the 
board’s Women’s Initiative. 

However, 82% of the same execu-
tives said that women have an advan-
tage when it comes to attracting 
female clients.

When Valega, who works at 
Boston-based Sapers & Wallack, talks 

Source: CFP Board, 2019
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“When you break it down  
to what women are looking for 
in an advisor, a lot of time it  
is multifaceted and lends  
itself to more of a relationship 
instead of a transaction.”

Source: Women and Wealth: The case for a customized approach by EY Global Wealth and Asset Management, 2017 
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with client couples about how they will 
manage their finances if the husband 
becomes incapacitated, she finds her 
perspective often helps.

“I know how to make women feel 
comfortable,” Valega says. “But there’s 
not enough of us out there for the 
amount of assets that are going to be 
in the sole hands of women and that 
are already in the hands of business 
owners.”

Women are the primary earners in 
40% of American households — a 
number that has increased fourfold 
since 1960, the BMO data shows. 
Additionally, 30% of all private 
businesses are controlled by female 
proprietors, the study said. 

This doesn’t mean that women 
should work only with women. For male 
advisors, that might mean taking extra 
time to make sure both spouses are 
involved when meeting.

“The advice I would give men 
advisors is that even if the woman isn’t 
leading the financial decisions now, 
there is a good chance they will be in 
the future. I never assume the woman 
isn’t the decision maker based on my 
experience,” says Ashley Folkes, a male 
advisor and complex manager at 
Phoenix-based Moors & Cabot. “I have 
cases where I have turned down 
appointments until the spouse is able 

to make the appointment as well.”
Dominantly male practices should 

recognize that women clients are 
looking for advisors who understand 
their financial situations.

“If a client walks into an office and 
everyone there is so different from 
themselves, they don’t believe they’re 
going to be understood or taken 
seriously,” TD’s Healy says. “It’s not a 
requirement, but women prefer to work 
with someone they can trust who 
understands their situation — regard-
less of gender.”

It’s harder to get the message across 
if the firm’s advisors are all men. “You 
have to make sure you’re showcasing 
women, you’re hiring women, you have 
women on your team in a leadership 
role. If you can’t hire diversely, you’re 
not a top-tier firm,” she says.

The gender makeup of Sotudeh’s 
firm, Halpern Financial, is noteworthy. 
The firm’s commitment to hiring women 
was one of the reasons she signed on.

“It was pretty exciting because the 
firm looked much different — even six 

years ago — than what your typical 
independent RIA was structured like,” 
Sotudeh says. “I signed on, hired some 
more women. We just continued to 
grow and now we’re a group of 11. Nine 
of us are women.”

Indeed, greater representation 
among advisors may increase aware-
ness of planning as a service to a 
broader population, Patterson says. 
“Representation matters, and we really 
need to break down how we communi-
cate with folks,” she says.

As an African-American advisor, 
Patterson says she’s noticed an influx of 
women and people of color seeking 
financial advice from a variety of 
sources — from influencers to so-called 
financial coaches — who may not have 
the expertise they need.

“I think education, targeting these 
diverse groups in terms of gender and 
race, and making the CFP designation 
more accessible to those groups — 
those three things would really attract 
both diverse planners and diverse 
clients,” she says.

Patterson says she thinks every 
advisor should undergo sensitivity 
training. “People should be able to 
share common experiences as opposed 
to what makes us different. I think we 
all need more of that,” she says.

Ultimately, the key is to recognize 
that every female — and male — client 
is different. Advisors hoping to find a 
niche should avoid making macro 
decisions based on gender, Healy says.

“No two clients are the same. You 
can’t just simplify everything, or make it 
pink, or talk down to a woman. Ask 
who it is you’re talking to,” Healy says. 
“Get to know your client and find out 
what those interests are. Getting to 
know your client well is how you deliver 
the best experience.” FP

Maddy Perkins is assistant managing editor of Financial Planning. Follow her on Twitter at @perkedit.

Catherine Valega

“I know how to make women  
feel comfortable, but there’s  
not enough of us out there  
for the amount of assets that  
are going to be in the sole  
hands of women.”
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For more on diversity initiatives, see: 

Creating a Community for Women 
Advisors | p. 24

‘As a Black Woman, I Constantly  
Feel Diminished’ | p. 32
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It’s been hard for me to find mentors, and I’ve stopped attending most conferences.   

‘As a Black Woman, I Constantly 
Feel Diminshed’ 

By Zaneilia Harris

There’s been a lot of talk lately about 
diversity and inclusion in the financial 
services industry, and how we can 
improve both. But to me, it’s just that — 
talk. Why? I need look no further than 
my own experience as a woman, 
minority financial advisor.      

As I’ve grown my independent 
financial advisory firm, there have been 
few mentors, let alone sponsors, willing 
to counsel me along my journey. Once at 
an industry luncheon, I approached an 
older, well-respected female advisor. I 
introduced myself, hoping for a connec-
tion, and was stung by how she blatantly 
disregarded me. She didn’t look me in 
the eyes and didn’t want to shake my 
hand when I extended it. Mind you, we’d 
both spent hours seated at the same 
table and I was the only black woman at 
the event. I persisted in getting her to 
talk by asking about her journey as a 
woman in this industry, but what I 
remember most about her is how she 
treated me like I was insignificant. 

She was not an exception. After the 
event, there was no networking with me. 
Others turned only to colleagues they 
already knew and I was not included in 
those conversations. 

These are the kind of micro-aggres-
sions that can distance women of color 
from their colleagues. I’ve always wanted 
to connect to or even create a network of 
supportive advisors interested in building 
deep, lasting relationships. We would be 
able to identify with each other because 

they’d understand my journey and I’d 
relate to theirs, too. But what I’ve 
discovered instead is if you’re not careful, 
this business can make you bitter, 
especially when you’re in the minority. 

When I talk to industry people, I notice 
the same look and feeling during our 
interactions. It’s distant, often distracted, 
and I can detect that they’d prefer to be 
chatting with other people — particu-
larly the white men — in the room. 

Focus on My Firm  
Because of those experiences and an 
unfortunate number of others, I’ve 
limited my exposure to industry events. 
Instead of getting involved, I decided 
that my focus needed to be on expand-
ing my business.

I have grown my firm outside of the 
traditional AUM model, meaning I might 
charge hourly or retainer or AUM. I also 
create packages for lower-end clients to 
help them grow their assets. I have had 

to accept that my model is different from 
other firms. At the same time, I also 
believe it could be a helpful approach for 
other women and people of color.

My experience in the industry hasn’t 
been all bad. Otherwise, I would’ve given 
up on this business and gone back into 
consulting. I’ve met some wonderful 
people, but I haven’t stayed in touch with 
many. There are days when it would be 
nice to have someone to bounce ideas 
off of to confirm I’m doing the best for 
myself. No one has ever asked me, 
“What’s your journey been like as a black 
woman financial advisor? How can I help 
you?” (and really meant it). Nor has 
anyone ever said, “Hey, I’ve noticed some 
great qualities in you that I identify with, 
so I want to help you become successful. 
I want to mentor you.”  

It feels like our industry measures 
who we are as minority and women 
advisors based on standards set by 
white men. Also, when I look at pictures 
promoting diversity in our industry, I 
only see white women as success 
stories, or one token person of color to 
represent diversity and inclusion. 

As a black woman, I constantly feel 
dismissed, even among those who 
come together for unity. I’m forced to 
question if I‘m truly valued, or if these 
public conversations are just a smoke 
screen with no real urgency for change.   

We all want to achieve our own level of 
success. I just wish that we truly sup-
ported one another on the way there. FP

Special Report: Diversity Initiatives

 Zaneilia Harris has faced many challenges as a 
minority advisor. 

Zaneilia Harris, CFP, is the president of Harris & Harris Wealth Management Group in Upper Marlboro, Maryland. Follow her on Twitter at @hhwealth.
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ALSO IN PRACTICE: CONSEQUENCES OF NOT REPORTING BANKRUPTCY , P. 53.

Practice

Despite all the challenges facing the 
planning industry, from rising competition to 
fee compression, the advisory profession 
remains quite appealing. 

Not only can we advisors have a mean-
ingful, life-changing impact on our clients’ 
lives, but with experienced advisors making 
two to three times or more than the median 
household income in the United States, we 
are on a potentially lucrative career path.

The caveat is that it takes significant time 
to succeed and grow your income as an 
advisor. This presents a major roadblock for 
those who want to change careers — or go 

part-time — but who lack the flexibility to 
take a near-term pay cut to get their 
proverbial foot in the door.

The median annual income for an 
associate advisor with eight years of 
experience is almost $100,000, and the 
median income for a senior advisor with 
15-plus years of experience is $165,000. 
When the median household income in the 
U.S. is about $61,000 per year, those are 
attractive numbers.

Yet a shortage of next-generation advisor 
talent is looming. The average age of an 
advisor is 50-something, and the cohort of 

Part-Time? It’s a Challenge

By Michael Kitces

Career switchers may think easing into a planner role is the way 
for them to go. Here’s how to do it so that it just might work. 

professionals about that age 
will be retiring in droves over 
the next 10 years. This  
phenomenon further 
heightens the appeal of 
being an advisor, while the 
fact remains that getting 
clients is very time-intensive.

Changing careers can be 
especially challenging for 
those who come to the table 
with existing commitments 
— family, mortgages, 
looming college expenses, 
etc. If you’re walking away 
from a career and giving up 
a salary to become an 
advisor, those factors are not 
insignificant.

This naturally invites the 
question, “Can I transition to 
being an advisor on a 
part-time basis?” The answer 
is largely no. 

You may find some oppor-
tunities, although they may 
not be what you’re hoping 
for. And I actually worry 
more about career changers 
who try to transition to being 
part-time advisors rather 
than the ones who go all in 
on the change.

Sales Versus Advising
The fundamental reason  
part-time advisory work is 
problematic is that in the 
end, we’re advising clients on 
their life savings and poten-

Financial advising is attractive because it can have a meaningful impact on clients’ lives and it is potentially lucrative.

Advising people about 
their life savings is a 
sacred duty. Education 
and experience are 
needed to do it well. 

tially life-altering career and financial 
decisions. It’s weighty stuff.

Yet, historically, there was never 
much of an experience requirement for 
becoming an advisor. Rather it was 
about being a salesperson compen-
sated for the insurance or investment 
products that you sold. 

Any advice you gave was technically 
and legally incidental and ancillary to 
your selling a product. Companies 
would consequently train new advisors 
in the details of products and in selling 
those products, but not necessarily in 
providing wise advice.

In that bygone era, companies 
actually might have preferred other-
wise inexperienced career changers 
because they tended to have an 
existing natural market — that is, 
people they already knew in their prior 
careers, who could then become 
planning prospects. 

So companies would often ask for a 
list of 50 people with whom you might 
do business, or would focus on the ZIP 
code you lived in and whether you 
might have affluent neighbors. 
Everything about you was a potential 
pathway to selling the firm’s products.

Unfortunately, some companies still 
dangle advisor job opportunities that 
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professionals about that age 
will be retiring in droves over 
the next 10 years. This  
phenomenon further 
heightens the appeal of 
being an advisor, while the 
fact remains that getting 
clients is very time-intensive.

Changing careers can be 
especially challenging for 
those who come to the table 
with existing commitments 
— family, mortgages, 
looming college expenses, 
etc. If you’re walking away 
from a career and giving up 
a salary to become an 
advisor, those factors are not 
insignificant.

This naturally invites the 
question, “Can I transition to 
being an advisor on a 
part-time basis?” The answer 
is largely no. 

You may find some oppor-
tunities, although they may 
not be what you’re hoping 
for. And I actually worry 
more about career changers 
who try to transition to being 
part-time advisors rather 
than the ones who go all in 
on the change.

Sales Versus Advising
The fundamental reason  
part-time advisory work is 
problematic is that in the 
end, we’re advising clients on 
their life savings and poten-

Advising people about 
their life savings is a 
sacred duty. Education 
and experience are 
needed to do it well. 

tially life-altering career and financial 
decisions. It’s weighty stuff.

Yet, historically, there was never 
much of an experience requirement for 
becoming an advisor. Rather it was 
about being a salesperson compen-
sated for the insurance or investment 
products that you sold. 

Any advice you gave was technically 
and legally incidental and ancillary to 
your selling a product. Companies 
would consequently train new advisors 
in the details of products and in selling 
those products, but not necessarily in 
providing wise advice.

In that bygone era, companies 
actually might have preferred other-
wise inexperienced career changers 
because they tended to have an 
existing natural market — that is, 
people they already knew in their prior 
careers, who could then become 
planning prospects. 

So companies would often ask for a 
list of 50 people with whom you might 
do business, or would focus on the ZIP 
code you lived in and whether you 
might have affluent neighbors. 
Everything about you was a potential 
pathway to selling the firm’s products.

Unfortunately, some companies still 
dangle advisor job opportunities that 

are actually sales positions.
In fact, when I survey the job 

landscape, I find it rather difficult to 
find part-time openings in true 
advisory firms. 

That’s partly explained by the fact 
that firms tend not to hire until they 
really need someone — and by the 
time they do, they need a full-timer. 

But another reason is simply that if 
you’re going to give comprehensive 
planning advice and get paid for it, it’s 
nearly impossible to learn, gain 
experience and build relationships on a 
part-time basis.

Part-Time RIA?
One alternative that I know some 
career changers explore is simply hang-
ing out their shingle and launching 
their own independent RIA.

To legally be paid advice fees, you 
merely have to pass the Series 65 — an 
exam you can study for in a few 
months or even a few weeks if you have  
time to dig in. 

Then, it’s just a matter of getting the 

firm registered with the state, which 
you can do on your own or engage an 
outside consulting firm to assist with. 

Some advisors have started from 
scratch, launched a firm and begun 
running their own RIA in the first year 
for less than $10,000 of hard costs. 
That doesn’t necessarily mean they’re 
generating any income yet, so they still 
need money in the bank while they’re 
trying to grow. 

But the actual cost barrier to launch 
is very low, and therefore appealing 
enough that some career changers 
start their own firm on a part-time 
basis and then slowly build experience, 
taking on clients one at a time.

The problem is, again, that advising 
people about their life savings is a 
sacred duty, and education and 
experience are important in order to 
do it well. 

You wouldn’t see a doctor because 
they were really up on their WebMD 
reading, would you? 

If you want to be a recognized 
professional, you go and learn from 
other professionals. That’s been the 
pathway from apprentice to journey-
man in skilled trades and professions 
for literally hundreds of years, and the 
same is true in our profession.

The Ideal Path
With all that said, what is the best way 
to transition to the advisory profession?

The first thing I recommend is to 
start studying for CFP certification. 
There are many CFP education 
programs out there, online as well as 
in-person, so choose one that best fits 
your preferred style of learning. 

The educational process typically 
takes anywhere from six to 12 months, 
but if you’re studying on a part-time 
basis, it may be 18 months or more.

Then again, if you’re studying 
part-time while being paid at your 
current job, that’s not a bad way to 

The actual cost barrier is very 
low, so some career changers 
start their own firm on a part-
time basis and then slowly build 
experience, one client at a time.
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ease the transition. From better starting 
salaries to gaining the ability to secure 
a starting job in a true advisory firm, 
the benefits of CFP certification are 
self-evident.

There is, of course, a non-trivial cost 
associated with getting your CFP 
certification, but in the end it’s not 
nearly as costly as the earnings you 
would forfeit by trying to be a part-time 
advisor with no experience, no credibil-
ity and little ability to convince 
prospective clients of the long-term 
value of your advice.

Second, pass your Series 65 exam. 
Most states will accept the CFP marks 
in lieu of the Series 65 exam, but if 
you’re changing careers, you wouldn’t 
yet have the CFP marks, and even then 
you wouldn’t meet the three-year 
experience requirement.

All of which is to say the Series 65 is 
worthwhile, so go ahead and take it. 
There’s a small cost involved. 

Bottom line, educational exam 
requirements are a much better way to 
lay the groundwork than trying to hang 
your shingle from scratch.

Third, recognize that eventually, 
you’re going to be searching for a 
full-time advisor job. Join your local 
Financial Planning Association chapter 
or a local NAPFA study group. Start 
networking and meeting other advisors 
in your area and other firms who might 
someday hire you.

Finally, understand that transitioning 
to your new profession may come with 
a big pay cut, but understand too that 
you’re likely to be able to build your 
income back up. 

If you wanted to switch careers and 
become a doctor, you’d be going back 
to school for four years and then 
working four years as a resident. If you 

wanted to become a lawyer, it would 
mean three years of school and then 
probably a couple more years in a big 
law firm trying to get some real 
experience before you saw a big check.

By comparison, the requirements for 
becoming an advisor are a lot more 
reasonable. The starting salaries for 
full-time associate advisors may be 
lower than entry-level doctor or 
entry-level lawyer, but as an advisor 
you can satisfy all these educational 
licensing exam requirements part-time. 
There is no need to step out of the 
workforce for three to four years of 
graduate school, and lose out on 
income and rack up potentially sizable 
student loan debt.

Bridging the Income Gap
Still, it does mean that you need a plan 
for filling the income gap. Welcome to 
the world of planning — it’s fitting that 
the first client you take on is yourself.

Typically, advisors raise their 
incomes through years of relevant 
experience learning the trade, improv-
ing their skills and accumulating clients. 
There’s no shortcut for that. 

And, quite frankly, attempting a 

part-time transition probably stretches 
out the time required for you to really 
see a significant return on your 
investment. That’s also saying nothing 
of the risk you’d otherwise expose your 
clients to if you lacked the requisite 
training and expertise.

So, if you’re really desperate, go 
ahead — hang out your shingle as an 
independent RIA and start getting 
clients on the side. But, please, keep the 
scope of your advice limited to the 
area(s) where you truly know how to 
help clients.

Ideally, you’ll instead put that time 
and energy toward getting your CFP 
certification, finishing your Series 65 
licensing exams and — if you have a 
little time flexibility — start networking, 
finding an internship or some part-time 
work in an advisory firm you admire.

Do what you can to get a foot in the 
door and start learning more about the 
industry, and, more practically, start the 
clock on that three-year experience 
requirement. 

Follow these steps and you might 
not find a shortcut, but you are more 
likely to find the job — and career — 
you had hoped for. FP

Michael Kitces, CFP, a Financial Planning contributing writer, is a partner and director of wealth management at Pinnacle Advisory Group 
in Columbia, Maryland; co-founder of the XY Planning Network; and publisher of the planning blog Nerd’s Eye View. Follow him on Twitter 
at @MichaelKitces.

Practice

Study for CFP Board certification

Pass the Series 65 exam

Search for a full-time position

Prepare for a potential pay cut

How to Transition into the Planning Industry

Source: Michael Kitces
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Practice

Q: I was registered with a brokerage firm but 
have been out of the industry for more than a 
year after being fired for failing to report a 
bankruptcy. I was looking to get back into 
the business but FINRA filed an action, 
claiming I was statutorily disqualified for not 
reporting it.
     I have two questions: How can FINRA 
bring an action against me when I’m not 
even in the industry and haven’t been for 
over a year? And how can a simple failure 
to report a bankruptcy cause me to be 
statutorily disqualified?  

A: FINRA can file an action anytime within 
two years of the date of termination, 
according to Article V, Section 4(a) of 
FINRA’s bylaws. The misconduct also has to 
have begun while a rep was associated with 
a member firm. 

A person can be statutorily disqualified if, 
among other things, he or she “has willfully 
made or caused to be made in any application 
for membership or participation in, or to 
become associated with a member of, a 
self-regulatory organization . . . any statement 
which was at the time, and in the light of the 
circumstances under which it was made, false 
or misleading with respect to any material fact, 
or has omitted to state in any such application 
. . . any material fact which is required to be 
stated therein,” according to Section 3(a)(39)(F) 
of the Securities Exchange Act of 1934.

Defining ‘Willful’ and ‘Material’ 
Failing to promptly update a Form U4 is 
grounds for statutory disqualification if the 
failure was willful and the omitted informa-
tion was material.

Form U4 Omission Haunts 
Now-Disqualified Advisor

By Alan J. Foxman

With FINRA actions, what you don’t know can still hurt you.

A willful violation of the 
securities laws means 
“intentionally committing the 
act which constitutes the 
violation.” In other words, the 
person knows what they are 
doing. Unlike in criminal law, 
a finding of willfulness does 
not require them to act with 
a “culpable state of mind.” It 
doesn’t even require that 
they be aware of the rule 
that they violated. FINRA 
has said that a failure to 
disclose is willful as long as 
the person “of his own 
volition provides false 
answers on his Form U4.” 

A fact is considered to be 
material if there is a “sub-
stantial likelihood that a 
reasonable regulator, 
employer or customer would 
have viewed it as significant-
ly altering the total mix of 
information made available.” 
The National Adjudicatory 
Council has held that 
“essentially all of the 
information that is report-
able on the Form U4 may be 
considered material.” A 
bankruptcy petition has 
specifically been determined 
to be material information 
that must be reported on a 
Form U4. FP

Not knowing a FINRA rule won’t save you from statutory disqualification. 

Alan J. Foxman is a senior 
consultant and vice president at 
NCS Regulatory Compliance.

CEQUIZ
GO TO FINPLANCEQUIZ.COM

TO TAKE THE CE QUIZ ONLINE
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In 2008 when the market crashed, I knew 
I had to develop a strategy—and fast—to 
both retain my existing clients and obtain 
new ones. Advisors were becoming 
commoditized, and investing in my 
education and incorporating advanced tax 
strategies were the distinct advantages I 
needed to survive and thrive.

Ed Slott’s Elite IRA Advisor GroupSM provides 
top-quality content, instant credibility and a 
collaborative learning environment; this has 
been the foundation enabling me to provide 
coordinated, holistic fi nancial planning. 
As a result, I’m able to both fully serve my 
clients’ best interests and capture more 
assets, exponentially growing my revenue 
over the past decade.

—Jason L Smith*, Westlake, Ohio”
SM

Email: info@irahelp.com Phone: 800-663-1340
Visit irahelp.com/elitegroup to learn more today!

JOIN THE “ELITE”
▶ Unparalleled education & resources
▶ Exclusive access to leading experts 
▶ An industry-leading network of peers
▶ Instant credibility
▶ Actionable business ideas

TAKE THE FIRST STEP
The first step to qualifying for Ed Slott ’s Elite 

IRA Advisor GroupSM is to attend a live 
2-Day IRA Workshop

July 25-26, National Harbor, MD
- OR- 

Complete the eSeminar series on demand!
Save $300 on either option

Code: FINPLAN

*Financial planning and investment advisory services o� ered through Prosperity Capital Advisors (PCA) an SEC-registered investment advisor. For more information, please visit www.adviserinfo.sec.gov.

The annual revenue of 
my fi nancial businesses 
has grown from under 
$600k to more than 
$17 million a year since 
joining Ed Slott’s Elite 
IRA Advisor Group.SM

“
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AdvisorTech

Advisors ask whether Amazon will enter the 
wealth management industry. The reality is it 
already has.  

Amazon Web Services hosts data for 
financial services companies including 
Morningstar, Betterment, Robinhood and 
Nasdaq. FINRA’s trading data, with an 
average of 66.7 billion daily processed 
records, is also on the platform.

But the financial services industry has 
been slow to adopt cloud-based solutions.

“I hope it’s not hesitance as much as it is 
responsibility,” says Kenneth Meyer, head of 
Deloitte’s investment management cloud 
and real estate consulting unit. “Responsible 
organizations are going to do their due 
diligence whenever they do a major 
transformation, and they need to under-
stand the risk and benefits.”

 
Technology Complexities
Radical technology changes can be more 

The Amazon Effect 

By Jessica Mathews and Daniel Kuhn

FINRA, Morningstar and Nasdaq have already migrated to the 
cloud. Should RIAs follow? 

complex for wealth manage-
ment firms than for compa-
nies in other industries. 

Financial firms face more 
regulation, and the sector is 
more risk averse, Meyer says. 

Also, cybersecurity is a 
top issue for advisors, 
especially as the SEC says it 
will crack down on firms 
with security vulnerabilities, 
and as firms such as 
BlackRock experience data 
leaks that have affected 
thousands of advisors.

Only 13.5% of investment 
management firms use the 
cloud all the time. 

Another 39.3% of firms 
are considering the option, 
but aren’t using it for 
functions such as trading, 
according to Deloitte 
research from 2018. 

But change is coming 
over the next few years. 

The finance cloud market 
is expected to grow from 
$9.89 billion in 2016 to 
$29.47 billion by 2021, 
according to a Market And 
Markets report. 

Any firm — even a small 
RIA — that builds its own 
website or technology 
in-house would benefit, says 
Anil Beniwal, vice president 
of engineering at Better-
ment, which stores its data 

Amazon Web Services hosts data for financial services companies including Morningstar, Betterment, Robinhood, 
Nasdaq and FINRA. Radical technology 

changes can be more 
complex for wealth 
management firms than 
companies in other 
industries. 

on AWS servers. 
Beniwal says that the cloud has 

increased security and allowed 
Betterment to grow faster.

“I think the prime [benefit] is being 
able to scale quickly,” Beniwal says. 
“Previous to being on the cloud, if you 
needed a new server, you had to buy it, 
wait for them to ship it to you, install it 
... You can’t quickly change how much 
capacity you have for customers.”

FINRA holds more than 30 pet-
abytes of data in Amazon’s public 
cloud. The company says this strategy 
was critical to maintaining normal 
operations during the market volatility 
experienced in 2018. 

FINRA says AWS has boosted cost 
efficiency and security. 

Validating transactions takes less 
than a minute, regardless of trading 
volume. All of FINRA’s nonpublic data 
is now encrypted, which hadn’t been 
the case before. 

“It would take the largest supercom-
puter commercially available more 
than the Earth’s age to go through half 
of the possible passwords before 
unlocking [its encryption],” said Steve 
Randich, FINRA’s CIO, in a 2018 FINRA 
podcast. Amazon does not have 
access to the data itself, says FINRA 
spokesman Ray Pellecchia. 

By using the cloud, a company 
doesn’t need a specific number of 
servers, Pellecchia says.

“The number [of servers we use] 
actually fluctuates day to day, 
automatically, driven by the volume of 

Jessica Mathews is an associate editor of Financial Planning. Follow her on Twitter at @jessicakmathews; Daniel Kuhn is a reporter at 
Financial Planning. Follow him on Twitter at @DanielGKuhn.

“It’s more than just migrating 
your data to the cloud. It’s 
using the cloud as a platform to 
implement improvements along 
the way,” —Kenneth Meyer, 
Deloitte
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complex for wealth manage-
ment firms than for compa-
nies in other industries. 

Financial firms face more 
regulation, and the sector is 
more risk averse, Meyer says. 

Also, cybersecurity is a 
top issue for advisors, 
especially as the SEC says it 
will crack down on firms 
with security vulnerabilities, 
and as firms such as 
BlackRock experience data 
leaks that have affected 
thousands of advisors.

Only 13.5% of investment 
management firms use the 
cloud all the time. 

Another 39.3% of firms 
are considering the option, 
but aren’t using it for 
functions such as trading, 
according to Deloitte 
research from 2018. 

But change is coming 
over the next few years. 

The finance cloud market 
is expected to grow from 
$9.89 billion in 2016 to 
$29.47 billion by 2021, 
according to a Market And 
Markets report. 

Any firm — even a small 
RIA — that builds its own 
website or technology 
in-house would benefit, says 
Anil Beniwal, vice president 
of engineering at Better-
ment, which stores its data 

Radical technology 
changes can be more 
complex for wealth 
management firms than 
companies in other 
industries. 

on AWS servers. 
Beniwal says that the cloud has 

increased security and allowed 
Betterment to grow faster.

“I think the prime [benefit] is being 
able to scale quickly,” Beniwal says. 
“Previous to being on the cloud, if you 
needed a new server, you had to buy it, 
wait for them to ship it to you, install it 
... You can’t quickly change how much 
capacity you have for customers.”

FINRA holds more than 30 pet-
abytes of data in Amazon’s public 
cloud. The company says this strategy 
was critical to maintaining normal 
operations during the market volatility 
experienced in 2018. 

FINRA says AWS has boosted cost 
efficiency and security. 

Validating transactions takes less 
than a minute, regardless of trading 
volume. All of FINRA’s nonpublic data 
is now encrypted, which hadn’t been 
the case before. 

“It would take the largest supercom-
puter commercially available more 
than the Earth’s age to go through half 
of the possible passwords before 
unlocking [its encryption],” said Steve 
Randich, FINRA’s CIO, in a 2018 FINRA 
podcast. Amazon does not have 
access to the data itself, says FINRA 
spokesman Ray Pellecchia. 

By using the cloud, a company 
doesn’t need a specific number of 
servers, Pellecchia says.

“The number [of servers we use] 
actually fluctuates day to day, 
automatically, driven by the volume of 

market activity,” he says. 
“The cloud accommodates elastic 

demand, so that a day with 50 billion 
market events can be followed by one 
with double that amount, with no 
human intervention to increase the 
number of servers,” he adds. 

FINRA is only charged for the servers 
it actually uses. 

Smaller Firms Getting Access
This elasticity enables smaller firms to 
have access to tech and computing 
power historically reserved for big firms, 
Meyer says. 

“Previously, the high-end, high-ca-
pacity resources were only available to 
the largest players,” he says.

Still, adopting new technology 
takes time. FINRA, which decided to 
migrate to the cloud in 2014, will finish 
transferring the last 5% of its data 

this year.
“It’s more than just migrating your 

data to the cloud,” Meyer says. “It’s 
using the cloud as a platform to 
implement improvements along the 
way, and it often exposes some 
limitations and challenges to both 
data and systems that existed 
historically.”

 
Don’t Get Left Behind
Employees  will also need to receive 
training on a new system that is 
constantly being updated. 

Still, Meyer thinks more investment 
management firms will migrate. 

Those that don’t could be left 
behind when it comes to user experi-
ence and access to information.

“I think we will continue to see the 
rapid growth of what we’ve seen the 
past two years,” he says. FP

Jessica Mathews is an associate editor of Financial Planning. Follow her on Twitter at @jessicakmathews; Daniel Kuhn is a reporter at 
Financial Planning. Follow him on Twitter at @DanielGKuhn.

“It’s more than just migrating 
your data to the cloud. It’s 
using the cloud as a platform to 
implement improvements along 
the way,” —Kenneth Meyer, 
Deloitte
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IRA rollover screw-ups are common. To avoid 
expensive tax problems, advisors need to 
know which funds are not rollover eligible. 
When ineligible rollovers occur, two bad 
things happen. 

First, the funds withdrawn are usually 
taxable (except for after-tax funds) — and 
possibly subject to a 10% early distribution 
penalty. Second, the funds rolled over are 
considered excess contributions and may be 
subject to a 6% penalty.

The result can be huge tax bills, especially 
if the failed rollover is substantial, which is 
often the case when an entire plan balance 
is being distributed. There are repercussions 
for the advisors guiding these clients, too: 
lost trust, lost business or even potential 
legal action. Advisors should get ahead of 

these moves and tell clients to consult with 
them before moving any IRA or plan funds. 

Hopefully by now, most financial planners 
are aware of the biggest three ineligible 
rollovers:
1.  Violations of the once-per-year IRA 

rollover rule. 
2. Missing the 60-day rollover deadline. 
3. Distributions to non-spouse beneficiaries. 

A non-spouse beneficiary can never do a 
rollover. The funds must be moved as 
direct transfers.
However, there are many lesser-known 

examples. Here are seven of them: 

1. RMDs 
RMDs can never be rolled over, yet this is a 
common error, especially in conjunction with 

Avoid These Rollover Errors

By Ed Slott

Mistakes are common, particularly around RMDs, after-tax IRA 
funds and hardship distributions.     

Roth conversions. If an RMD 
is rolled over, it becomes an 
excess IRA contribution 
subject to the 6% penalty 
unless it is removed by Oct. 
15 of the year following that 
of the excess contribution. 

Clients sometimes fall into 
this trap when they take 
their RMD but then convert 
those funds to a Roth IRA. 
Their logic is that since they 
are already paying the tax 
on the RMD, why not convert 
it to a Roth IRA? That may 
sound sensible, but it cannot 
be done. 

Under the tax law, a Roth 
conversion is a rollover and 
so the RMD can never be 
converted to a Roth IRA. If 
that is done, the RMD is still 
satisfied, as the funds have 
been withdrawn, but the 
funds rolled over to the Roth 
are excess contributions. 
Once the RMD is satisfied, 
then any balance remaining 
in the IRA is available to 
be converted.

2. After-Tax IRA Funds
After-tax IRA funds cannot 
be rolled over to a company 
plan. Only pre-tax IRA funds 
can. That is actually to the 
client’s advantage, because 
it allows the basis in the IRA 
to be isolated, leaving more 
IRA funds to be distributed 
tax free or converted tax free 
to a Roth IRA. IRA basis 
includes the after-tax funds 
from nondeductible IRA 
contributions and any 
rollovers of after-tax plan 

Client

There are special rules for natural disasters.

funds into the IRA. Clients are required 
to keep track of their IRA basis on Form 
8606 (Nondeductible IRAs) when they 
file their taxes. Roth IRA funds also 
cannot be rolled over to a company 
plan, even to a company Roth 401(k). 

3. Hardship Distributions 
Company plans may allow hardship 
distributions. These withdrawals can’t be 
rolled over. That makes sense, because if 
the employee desperately needs to 
access their 401(k) funds for a financial 
emergency, why would they need to roll 
the funds over? They should be spend-
ing the funds for the emergency. 

The hardship distribution is not only 
taxable (to the extent of pre-tax plan 
funds being withdrawn) but also subject 
to the 10% early withdrawal penalty if no 
exception applies. There is no financial 
emergency or hardship exception to the 
10% penalty, except in the case of 
special rules for natural disasters.

These hardship distributions do not 
apply to IRA withdrawals, as all IRA 
funds are eligible to be withdrawn at 
any time, regardless of the reason. The 
distribution might be subject to tax and 
the 10% early distribution penalty. If IRA 
funds are withdrawn for a hardship and 
not needed, they can be rolled over to 
the same or another IRA, as long as they 
are eligible for rollover under the 60-day 
and once-per-year rollover rules. 

4. Plan Loans — Deemed Distribu-
tions From a Loan Default
Generally, a defaulted plan loan is 
considered a “deemed” distribution.” 
The plan will report the outstanding 
loan balance on Form 1099-R with 
code L in box 7. A deemed distribution 
isn’t offset from the employee’s plan 
balance. Instead, this unpaid amount 
will remain recorded as an outstanding 
loan by the plan until a distribution can 
occur under the plan’s terms. A deemed 
distribution is taxable and may be 
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Roth conversions. If an RMD 
is rolled over, it becomes an 
excess IRA contribution 
subject to the 6% penalty 
unless it is removed by Oct. 
15 of the year following that 
of the excess contribution. 

Clients sometimes fall into 
this trap when they take 
their RMD but then convert 
those funds to a Roth IRA. 
Their logic is that since they 
are already paying the tax 
on the RMD, why not convert 
it to a Roth IRA? That may 
sound sensible, but it cannot 
be done. 

Under the tax law, a Roth 
conversion is a rollover and 
so the RMD can never be 
converted to a Roth IRA. If 
that is done, the RMD is still 
satisfied, as the funds have 
been withdrawn, but the 
funds rolled over to the Roth 
are excess contributions. 
Once the RMD is satisfied, 
then any balance remaining 
in the IRA is available to 
be converted.

2. After-Tax IRA Funds
After-tax IRA funds cannot 
be rolled over to a company 
plan. Only pre-tax IRA funds 
can. That is actually to the 
client’s advantage, because 
it allows the basis in the IRA 
to be isolated, leaving more 
IRA funds to be distributed 
tax free or converted tax free 
to a Roth IRA. IRA basis 
includes the after-tax funds 
from nondeductible IRA 
contributions and any 
rollovers of after-tax plan 

funds into the IRA. Clients are required 
to keep track of their IRA basis on Form 
8606 (Nondeductible IRAs) when they 
file their taxes. Roth IRA funds also 
cannot be rolled over to a company 
plan, even to a company Roth 401(k). 

3. Hardship Distributions 
Company plans may allow hardship 
distributions. These withdrawals can’t be 
rolled over. That makes sense, because if 
the employee desperately needs to 
access their 401(k) funds for a financial 
emergency, why would they need to roll 
the funds over? They should be spend-
ing the funds for the emergency. 

The hardship distribution is not only 
taxable (to the extent of pre-tax plan 
funds being withdrawn) but also subject 
to the 10% early withdrawal penalty if no 
exception applies. There is no financial 
emergency or hardship exception to the 
10% penalty, except in the case of 
special rules for natural disasters.

These hardship distributions do not 
apply to IRA withdrawals, as all IRA 
funds are eligible to be withdrawn at 
any time, regardless of the reason. The 
distribution might be subject to tax and 
the 10% early distribution penalty. If IRA 
funds are withdrawn for a hardship and 
not needed, they can be rolled over to 
the same or another IRA, as long as they 
are eligible for rollover under the 60-day 
and once-per-year rollover rules. 

4. Plan Loans — Deemed Distribu-
tions From a Loan Default
Generally, a defaulted plan loan is 
considered a “deemed” distribution.” 
The plan will report the outstanding 
loan balance on Form 1099-R with 
code L in box 7. A deemed distribution 
isn’t offset from the employee’s plan 
balance. Instead, this unpaid amount 
will remain recorded as an outstanding 
loan by the plan until a distribution can 
occur under the plan’s terms. A deemed 
distribution is taxable and may be 

subject to the 10% early distribution 
penalty. It is not eligible to be rolled 
over to an IRA, even if the employee 
has the funds to complete the rollover.

This is different than a plan loan 
offset, which can be rolled over. In this 
case, the loan is not in default. The 
employee may have left the company 
but still had an unpaid loan balance in 
the plan. When the employee with-
draws her 401(k) balance, it will be 
offset by the amount of the unpaid 
plan loan. The full distribution will be 
taxable, however, even though the 
employee only received a net amount.

However the employee can avoid 
taxes and penalties by rolling over the 
loan offset amount to an IRA. Last 
year’s tax overhaul gives more time 
now to complete a rollover of an offset 
distribution. If the offset distribution is 
the result of plan termination or 
separation from service, the distribution 
must be rolled over by the tax-filing 
deadline, including extensions, for the 
year the distribution is received. The 
employee will have to come up with the 
cash, either from personal assets or a 
bank loan, but at least they have an 
opportunity to avoid taxes on the offset 
amount. If they don’t repay the 
outstanding balance, it is treated as a 
distribution. Since a loan offset is not in 
default, any offset amount is eligible to 
be rolled over.

5. 72(t) Distributions 
These are a series of early withdrawals 
that are set up to avoid the 10% 
penalty. To qualify for the penalty 
exception, the withdrawals must be a 
series of substantially equal periodic 
payments. The general idea is that you 
can tap your IRA (or company plan if 
no longer working there) before 59    ½ 
without a 10% penalty if you commit 

to a plan of withdrawals according to 
the rules set out in Section 72(t)(2)(A)
(iv) of the Internal Revenue code. 
Clients can begin a 72(t) payment 
schedule from an IRA at any age, even 
if they are still working. These pay-
ments must continue for at least five 
years or until age 59½, whichever 
period is longer, and the distributions 
cannot be rolled over. 

There are many rules associated 
with 72(t) payment schedules. You must 
take consistent distributions, not 
modify the agreed upon schedule or 
account and pay the appropriate tax. If 
you violate this contract (by rolling the 
distribution over, for example), then the 
10% penalty will apply to all distribu-
tions taken prior to age 59    ½. This is 
known as the recapture penalty. 

Take the hypothetical client Ron. Ron 
is 60. He started a surf and paddle-
board rental business when he was 56 
and was desperate for cash. Ron 
agreed to a 72(t) series of substantially 
equal periodic payments from his IRA. 

Ron’s rental business is doing well, 
and he no longer needs the 72(t) 
payments from his IRA. Ron thinks that 
because he is older than 59 ½, he can 
stop taking distributions and delay the 
taxes due. 

Before Ron speaks with his advisor, 
he receives an automated 72(t) distribu-
tion. Ron takes the funds and rolls them 
into a second IRA at another institution. 
With that move, he has just blown the 
72(t) payment schedule and will owe the 
10% penalty retroactively for all prior 
distributions taken before he reached 
age 59    ½.

The unsuspecting bank that accept-
ed the ineligible rollover will issue Form 
5498 showing the rollover into their 
institution. Now Ron has an excess 
contribution that needs to be rectified. 

Another way a botched rollover can 
mess up a perfectly good 72(t) distribu-
tion schedule, is when eligible rollover 

 If a client withdraws stock from 
an IRA, only that stock is eligible 
to be rolled back over. 
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National Federation of the Blind.
“They’re natural for us,” he says. 

“Even more for us than other people.”
Those with vision disabilities have 

long become accustomed to a robotic 
voice. Tools like screen readers turn 
website text into spoken words. 
Smartphone apps scan barcodes at the 
grocery store — a helpful replacement 
for cans or foods that don’t have braille. 
Most ATMs now offer a speaking 
capability after plugging in headphones 
to an audio jack, replacing a lengthy 
(and complicated) step-by-step 
guidebook, according to Danielsen.

But before voice assistants gain 
wider support, the voice devices need 
to overcome the same issues all 
clients have when it comes to talking 
about their finances with automation. 
A recent survey found that among the 
companies developing voice assis-
tants, 88% reported that the speech 
has an error rate above 6%, while 
35% of firms reported an error rate 
above 20%.

Danielsen has mixed feelings about 
listening to his account balances, for 
privacy reasons. “I’m a little leery of my 

29.4%
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News
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Apps for the Blind
More than 90% of visually impaired people use mobile 
apps specifically designed for them.

Source: Journal of Visual Impairment & Blindness, July-August 2017

dollars go into the IRA that is subject to 
an active 72(t) payment schedule. That 
rollover of new funds into this IRA will 
modify the IRA balance and trigger the 
retroactive 10% penalty.

6. Different Property 
If a client withdraws cash from an IRA, 
only cash can be rolled back over. If a 
client withdraws stock from an IRA, only 
that stock is eligible to be rolled back 
over. It must be the same property, 
otherwise it cannot be rolled over.

For IRA-to-IRA or Roth-to-Roth 
60-day rollovers, the same property 
received is the property that must be 
rolled over. 

For example, an individual could not 
receive a distribution of cash and then 
roll over shares of stock that he 
purchases with the cash or that he 
currently owns. Clients cannot receive a 
distribution of stock in XYZ company 
and roll over an equivalent value in 

shares of ABC company stock. 
There is one exception: Property 

distributed from a company plan can 
be sold and the cash received — but no 
other type of replacement property — 
can be rolled over to an IRA.

7. Divorce
When IRA funds split in a divorce are 
withdrawn, those funds are taxable and 
cannot be rolled over to the ex-spouse’s 
IRA. Trying to do so is a common and 
very expensive mistake.

For example, Jim and Jenna, both 48 
years old, get divorced. The divorce 
agreement states that Jim and Jenna 
will split Jim’s $300,000 IRA equally. 
Jim withdraws $150,000. He deposits 
the money into a joint checking 
account with his ex-wife. Jenna writes a 
check for $150,000 to her own IRA and 
tells the bank it is a “rollover from 
another IRA.” 

Unfortunately, this cannot be rolled 

over. Jim will be taxed on the 
$150,000 and owe a 10% penalty 
since he is under 59  ½. Jenna could be 
hit with an excess contribution penalty 
on the $150,000.

To avoid this tax consequence, IRA 
funds should be moved from one 
spouse’s IRA to the other’s, via a 
tax-free direct transfer. 

The upshot: Advisors should know 
which retirement funds can and cannot 
be rolled over and advise clients before 
any funds are moved. 

This simple advance planning can 
save a retirement account. FP

When IRA funds split in a divorce 
are withdrawn, those funds are 
taxable and cannot be rolled over 
to the ex-spouse’s IRA.

Ed Slott, a CPA in Rockville Centre, New York, is a Financial Planning contributing writer and an IRA distribution expert, professional speaker  
and author of several books on IRAs. Follow him on Twitter at @theslottreport. 

Advisor Brice Carter was meeting with a 
client who had lost nearly all vision in a 
stroke. Sitting on her coffee table was an 
Alexa. He asked her what she thought of 
using the voice assistant device to listen 
to her account balances. 

“Her face lit up. She was super 
excited about it,” Carter says.

Carter got the idea after attending 
the TD Ameritrade LINC conference in 

Voice assistants offer convenience, but pose their own concerns. 

Will Alexa Help Blind Clients 
With Their Accounts?
By Jessica Mathews

February. The custodian announced a 
new Alexa skill for advisors and their 
clients, enabling them to listen to 
updates such as account balances, 
positions and market briefings.

After the meeting, Carter’s Michigan-
based Financial Strategies Group 
decided to purchase firm-branded 
Alexas for any clients interested — par-
ticularly those who are blind.

The advisors intend to hand deliver 
the products, set them up and provide 
clients with a guide on how to use the 
tool. “For people that are vision 
impaired, this could be a game-chang-
er,” Carter says.

Voice assistants have become 
popular among the blind or vision 
impaired, according to Chris Danielsen, 
director of public relations at the 
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National Federation of the Blind.
“They’re natural for us,” he says. 

“Even more for us than other people.”
Those with vision disabilities have 

long become accustomed to a robotic 
voice. Tools like screen readers turn 
website text into spoken words. 
Smartphone apps scan barcodes at the 
grocery store — a helpful replacement 
for cans or foods that don’t have braille. 
Most ATMs now offer a speaking 
capability after plugging in headphones 
to an audio jack, replacing a lengthy 
(and complicated) step-by-step 
guidebook, according to Danielsen.

But before voice assistants gain 
wider support, the voice devices need 
to overcome the same issues all 
clients have when it comes to talking 
about their finances with automation. 
A recent survey found that among the 
companies developing voice assis-
tants, 88% reported that the speech 
has an error rate above 6%, while 
35% of firms reported an error rate 
above 20%.

Danielsen has mixed feelings about 
listening to his account balances, for 
privacy reasons. “I’m a little leery of my 

financial information being spoken out 
loud,” he says.

Roberta McCall, a blind client who 
works with Brice Carter’s brother, 
Brandon Carter, at Financial Strategies 
Group, is not as concerned about the 
speaking feature as she is about giving 
out personal information to another 
technology tool.

“My techy friends will tell you that, 
from the time computers came out, I 
was a foot-dragger,” she says, adding 
that she has always been particularly 
concerned about security when it 
comes to her finances. She doesn’t do 
banking on her computer, and prefers 
to make a phone call when it comes to 
anything money-related.

While voice devices are intriguing for 
the convenience they can offer, most 
companies could do a better job of 
making their existing websites more 
accessible, Danielsen says. 

Even though the internet is acces-
sible with screen readers, many 
websites still pose some sort of issue. In 
order for the technology to work, 
websites must be coded to work with 
screen readers, according to Danielsen. 

Alternative text should be paired with 
graphics, pictures and buttons.

“Every couple of days or so I run 
across [a website] I can hardly use at 
all,” Danielsen says.

McCall says sometimes she resorts to 
asking a friend or family member who 
can see to help with websites she can’t 
use. Occasionally she will go to a 
company’s contact page and ask for 
help. “You’ve just got to laugh about it. I 
mean what else are you going to do?” 
she says.

Ryan Gilbert, general partner of 
fintech venture capital firm Propel 
Venture Partners, says fintech compa-
nies can do a better job of designing 
their services for impaired clients.

“I don’t see many companies applying 
technology to improve accessibility to 
financial services for users with disabili-
ties,” he said in an email.

Addressing the Gap
There are wealth management firms 
trying to address the gap. Clients at 
Merrill Lynch can get monthly state-
ments in braille, large print or on a CD. 
TD Ameritrade is undergoing an effort 
to recode its web platforms to make 
them more accessible, and is setting up 
dedicated customer support channels 
for clients and training for call centers 
on accessibility issues.

While TD Ameritrade did not build 
the Alexa skill with the intent of aiding 
blind clients, Dani Fava, director of 
institutional product strategy and 
development at TD Ameritrade 
Institutional, hopes advisors will start 
using it this way. 

“Going into a home and setting up a 
device for a disabled client — that is 
something special, and a place where 
advisors can add value,” she says. FP

Jessica Mathews is an associate editor of 
Financial Planning. Follow her on Twitter 
at @jessicakmathews.
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over. Jim will be taxed on the 
$150,000 and owe a 10% penalty 
since he is under 59  ½. Jenna could be 
hit with an excess contribution penalty 
on the $150,000.

To avoid this tax consequence, IRA 
funds should be moved from one 
spouse’s IRA to the other’s, via a 
tax-free direct transfer. 

The upshot: Advisors should know 
which retirement funds can and cannot 
be rolled over and advise clients before 
any funds are moved. 

This simple advance planning can 
save a retirement account. FP

When IRA funds split in a divorce 
are withdrawn, those funds are 
taxable and cannot be rolled over 
to the ex-spouse’s IRA.

Ed Slott, a CPA in Rockville Centre, New York, is a Financial Planning contributing writer and an IRA distribution expert, professional speaker  
and author of several books on IRAs. Follow him on Twitter at @theslottreport. 

Voice assistants offer convenience, but pose their own concerns. 

Will Alexa Help Blind Clients 
With Their Accounts?

The advisors intend to hand deliver 
the products, set them up and provide 
clients with a guide on how to use the 
tool. “For people that are vision 
impaired, this could be a game-chang-
er,” Carter says.

Voice assistants have become 
popular among the blind or vision 
impaired, according to Chris Danielsen, 
director of public relations at the 
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Picture this: You recommend to a client a 
retirement portfolio that consists of 90% 
large-cap United States stocks and 10% 
short-term government bonds. That’s it — 
just those two ingredients in your client’s 
nest-egg portfolio.

Is this a crazy idea? Well, perhaps not 
— at least not according to Warren Buffett, 
“the sage of Omaha,” widely thought to be 
one of the smartest investors in the world. 

In a 2013 letter to Berkshire Hathaway 
shareholders, Buffett said one of his bequests 
provides for cash to be delivered to a trustee 
for his wife’s benefit. Then he gave this 

recommendation: 
“My advice to the trustee could not be 

more simple: Put 10% of the cash in 
short-term government bonds and 90% in a 
very low-cost S&P 500 index fund. … I 
believe the trust’s long-term results from 
this policy will be superior to those attained 
by most investors — whether pension funds, 
institutions or individuals — who employ 
high-fee managers.”

Only 2 Asset Classes? 
A retirement portfolio with only two asset 
classes may not meet a fiduciary standard of 

Testing Buffett’s Advice

By Craig L. Israelsen

The famed investor recommends 90% large-cap U.S. stocks and 
10% short-term government bonds for retirees. Is it a crazy idea? 

care. Nevertheless, let’s 
analyze this approach to 
determine how it compares 
with  other retirement 
portfolio models. 

In the chart “Battle of $1 
Million Retirement Portfo-
lios,” four retirement portfolio 
models are examined.

The first is a seven-asset 
model made up of equal 
portions of large-cap U.S. 
stocks, small-cap U.S. 
stocks, non-U.S. stocks, real 
estate, commodities, U.S. 
bonds and cash. 

The next model is a 
60/40 portfolio that consists 
of 60% large-cap U.S. 
stocks and 40% U.S. 
aggregate bonds. 

The third model is the 
Buffett-suggested portfolio, 
consisting of 90% large-cap 
U.S. stocks and 10% short-
term government bonds. 

To create the chart, each 
of these multi-asset models 
was rebalanced annually. 

In addition, a 100 basis 
point portfolio cost was 
assumed. Thus, the annual 
returns of the indexes used in 
this analysis were each 
lowered by 100 basis points, 
or one percentage point. 
This reduction accounts for 
the cost of the funds and the 
fee of the advisor.

Finally, there is a retire-

Clearly, Buffett’s 
suggestion would have 
done well in recent 
decades, but is it 
prudent for retirees?

In recent decades, some shockingly simple advice from Warren Buffett would have performed spectacularly. 

Portfolio
ALSO IN PORTFOLIO: BOOMERS TURN TO GLWBs, P. 53

ment portfolio consisting of 100% cash 
(represented by the return of the 
90-day Treasury bill).

The source of the historical returns 
that are used here come from the 
following indexes: the S&P 500; the 
Ibbotson Small Companies from 1970 to 
1978 and the Russell 2000 from 1979 to 
2018; the Morgan Stanley Capital 
International EAFE (Europe, Australasia, 
Far East); the Ibbotson Intermediate 
Term Bond from 1970 to 75 and the 
Bloomberg Barclays Capital Aggregate 
Bond from 1976 to 2018; 90-day Treasury 
bills; the Dow Jones U.S. Select REIT; and 
the S&P Goldman Sachs Commodities.  

The Buffett retirement portfolio 
consisted of 90% S&P 500 from 1970 to 
2018 and 10% Bloomberg Barclays U.S. 
Government 1-3 Year index from 1976 to 
2018. From 1970 to 1975, 90-day 
Treasury bills were used to represent 
short-term U.S. bonds. 

As this study is focused on the 

Buffett may be too enamored 
with stocks, but an all-cash 
retirement portfolio is a poor 
choice for nearly everyone. 

Annual withdrawals during each 
25-year period determined by 
the RMD

Seven-asset 
portfolio

60% S&P500
40% aggregate 
bond

90% S&P500 
10% ST bonds

100% 
cash

Portfolio solvent after 25 years? 100% 100% 100% 100%

Average ending balance
after 25 years of withdrawals $2,305,786 $2,406,112 $3,002,765 $625,923 

Average annual withdrawal $141,780 $142,243 $167,022 $64,980 

Average total withdrawal
over 25 years $3,544,499 $3,556,069 $4,175,551 $1,624,505 

Standard deviation
of ending account balance $1,153,678 $1,046,078 $1,756,007 $259,312 

Battle of $1 Million Retirement Portfolios

Source: Data from Steele Mutual Fund Expert, analysis by author.
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care. Nevertheless, let’s 
analyze this approach to 
determine how it compares 
with  other retirement 
portfolio models. 

In the chart “Battle of $1 
Million Retirement Portfo-
lios,” four retirement portfolio 
models are examined.

The first is a seven-asset 
model made up of equal 
portions of large-cap U.S. 
stocks, small-cap U.S. 
stocks, non-U.S. stocks, real 
estate, commodities, U.S. 
bonds and cash. 

The next model is a 
60/40 portfolio that consists 
of 60% large-cap U.S. 
stocks and 40% U.S. 
aggregate bonds. 

The third model is the 
Buffett-suggested portfolio, 
consisting of 90% large-cap 
U.S. stocks and 10% short-
term government bonds. 

To create the chart, each 
of these multi-asset models 
was rebalanced annually. 

In addition, a 100 basis 
point portfolio cost was 
assumed. Thus, the annual 
returns of the indexes used in 
this analysis were each 
lowered by 100 basis points, 
or one percentage point. 
This reduction accounts for 
the cost of the funds and the 
fee of the advisor.

Finally, there is a retire-

Clearly, Buffett’s 
suggestion would have 
done well in recent 
decades, but is it 
prudent for retirees?
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ment portfolio consisting of 100% cash 
(represented by the return of the 
90-day Treasury bill).

The source of the historical returns 
that are used here come from the 
following indexes: the S&P 500; the 
Ibbotson Small Companies from 1970 to 
1978 and the Russell 2000 from 1979 to 
2018; the Morgan Stanley Capital 
International EAFE (Europe, Australasia, 
Far East); the Ibbotson Intermediate 
Term Bond from 1970 to 75 and the 
Bloomberg Barclays Capital Aggregate 
Bond from 1976 to 2018; 90-day Treasury 
bills; the Dow Jones U.S. Select REIT; and 
the S&P Goldman Sachs Commodities.  

The Buffett retirement portfolio 
consisted of 90% S&P 500 from 1970 to 
2018 and 10% Bloomberg Barclays U.S. 
Government 1-3 Year index from 1976 to 
2018. From 1970 to 1975, 90-day 
Treasury bills were used to represent 
short-term U.S. bonds. 

As this study is focused on the 

performance of a portfolio during a 
long retirement, we needed a method-
ology to determine how much money 
will be withdrawn from the portfolio 
each year. I decided to use the annual 
withdrawal percentages stipulated by 
the required minimum distribution. 

Thus, this research assumed the 
retiree was age 70 when the withdraw-
als began, with a $1 million starting 
balance in the portfolio.

A 49-Year Study
The time frame for this study was the 
49-year period from 1970 to 2018. 
During that window of time, there were 
25 rolling 25-year periods. 

I examined five variables related to 
the performance of each retirement 
portfolio: the success rate (meaning how 
often the portfolio actually survived for 
at least 25 years); the average portfolio 
value at the end of each rolling 25-year 
period; the average annual withdrawal 
during each rolling 25-year period; the 
average total amount withdrawn during 
each 25-year period; and the standard 
deviation of the ending account balance 
across all 25 rolling 25-year periods.

How did Warren Buffett’s suggested 
asset mix stack up? 

A quick review of the results in the 
table does indeed confirm Buffett’s 
wisdom, at least to a point. The 90/10 
portfolio had the highest average 
balance, the highest average annual 
RMD-based withdrawal and the highest 
average total withdrawal. 

However, the 90/10 portfolio also 
had the largest standard deviation in 
ending account balance, indicating the 
outcomes are subject to more variation. 

Clearly, a 90% stock/10% bond 
retirement model is quite aggressive, so 
it’s not surprising it produced better 
outcomes historically. The question is 
whether it represents a sufficiently 
prudent model for clients.
 
Dealing With Risk
My gut tells me no, based on the logic 
of what the Department of Labor has 
referred to as a qualified default 
investment alternative. There are three 
QDIAs: a life-cycle or target-date 
retirement fund, a balanced fund and a 
professionally managed account. 

Target-date funds and balanced 

Buffett may be too enamored 
with stocks, but an all-cash 
retirement portfolio is a poor 
choice for nearly everyone. 

Annual withdrawals during each 
25-year period determined by 
the RMD

Seven-asset 
portfolio

60% S&P500
40% aggregate 
bond

90% S&P500 
10% ST bonds

100% 
cash

Portfolio solvent after 25 years? 100% 100% 100% 100%

Average ending balance
after 25 years of withdrawals $2,305,786 $2,406,112 $3,002,765 $625,923 

Average annual withdrawal $141,780 $142,243 $167,022 $64,980 

Average total withdrawal
over 25 years $3,544,499 $3,556,069 $4,175,551 $1,624,505 

Standard deviation
of ending account balance $1,153,678 $1,046,078 $1,756,007 $259,312 

Battle of $1 Million Retirement Portfolios

Source: Data from Steele Mutual Fund Expert, analysis by author.
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funds employ multiple asset classes as 
a way of moderating the risk inherent 
in any single asset class. 

The seven-asset model here is 
analogous to a target-date fund, and 
the 60/40 portfolio is representative of 
the typical balanced fund. 

The Buffett model is simply not 
diversified enough and will rise and fall 
based largely on the success of U.S. 
large-cap stocks. For a majority of 
retirees, it is simply not prudent to 
place that much emphasis on one asset 
class, particularly a potentially volatile 
one like equities.

A 100% cash retirement portfolio, on 
the other hand, doesn’t have enough 
risk. This portfolio materially underper-
formed the other three and shows why 
an all-cash retirement portfolio is a 
suboptimal choice for nearly everyone. 

Take note also that using the required 
minimum distributions guarantees a 
portfolio cannot be liquidated within 45 
years. Thus, being too conservative 
ignores the natural protection inherent 
in the RMD methodology. 

This reality is evidenced by the fact 
that each of the portfolios had a 100% 
success rate, meaning they all survived 
intact in every rolling 25-year period. 
This would be the case regardless of 
the asset allocation model. 

Rising Interest Rates
One major factor to consider in this 
analysis is interest rates — specifically,  
how a rising rate environment may 
impact bond returns in the next 10 to 15 
years. The analysis presented here 
covers the period from 1970 through 
2018. The federal discount rate began 
its decline in 1982, thus 75% of this 
49-year period was during a declining 
rate environment — which provided a 
tailwind for U.S. bond returns. 

In fact, the average annualized 
return of U.S. aggregate bonds from 
1982 to 2018 was 7.64%. This compares 

with an annualized return of 3.83% for 
U.S. bonds from 1948 to 1981 — a 
period of rising interest rates in the U.S. 

What if the performance of U.S. 
bonds over the next 10 to 15 years 
reverts to a return somewhere in the 
range of 3% to 4%? If this was to occur, 
a 60/40 portfolio will be impacted 
more dramatically. 

To test this possibility, I subtracted 
400 basis points from the U.S. aggre-
gate bond returns in this analysis, as a 
way of projecting a future with lower 
bond returns. 

Here’s what happened: The average 
ending portfolio balance in the seven-
asset retirement portfolio went from 
$2,305,786 to $2,007,411 — a decline of 
12.94%. By contrast, the 60/40 ending 
portfolio balance fell from $2,406,112 to 
$1,628,463 — a decline of 32.3%. 

The Buffett 90/10 portfolio uses 
short-term U.S. government bonds, so I 
subtracted 200 bps from the historical 
bond returns. The outcome: The 
average ending portfolio balance fell 
from $3,002,765 to $2,861,488 — a 4.7% 
decline. This is indeed the best perfor-
mance of all the portfolios, which 
makes some sense, given the low 
allocation to bonds.

Declining Equities
So how about equities? What if the 
performance of the U.S. stock market is 
less robust over the next 10 to 15 years? 

To test this possibility, I subtracted 
400 basis points from the annual 
returns of the S&P 500, and 400 basis 
points from the annual returns of the 
Russell 2000. The bond returns were 
also held in their reduced state (200 
bps lower for the 90/10 portfolio, and 
400 bps lower for the seven-asset 

portfolio and the 60/40 model). 
This is where we see a steep decline 

in the Buffett portfolio, and this provides 
the chief reason behind my not being 
able to recommend it as a strategy for 
most clients: The 90/10 average ending 
balance fell from $2,861,488 to $1,182,255 
— a decline of over 58%. Ouch. 

The 60/40 portfolio average ending 
balance fell from $1,628,463 to $896,127 
— a 45% drop. 

While the diversified portfolio 
certainly took a hit, it wasn’t nearly as 
much as the other two — the seven-
asset portfolio’s average ending 
balance declined from $2,007,411 to 
$1,517,958, a drop of just 24.4%. 

If we project a bleaker future in terms 
of U.S. equity and bond returns, the 
seven-asset portfolio demonstrates 
materially better historical performance 
as a retirement portfolio design. (Of 
course, it should be noted that the 
other asset classes in the seven-asset 
portfolio could also experience dimin-
ished returns in the future.) 

In summary, a more diversified retire-
ment portfolio is likely to stand a better 
chance of thriving in a rising rate 
environment and a climate in which 
equity returns are lower. It may not end 
up with the highest return in the end, 
which is one risk, but the broader 
overall risk is mitigated. 

Broad diversification just makes 
better sense — even if Warren Buffett’s 
strategy could potentially give clients 
better returns. FP

Craig L. Israelsen,  Ph.D., a Financial Plan-
ning contributing writer in Springville, Utah, is 
an executive in residence in the personal finan-
cial planning program at the Woodbury School 
of Business at Utah Valley University. He is also 
the developer of the 7Twelve portfolio.

If stock and bond returns 
fall short of their recent 
performance, the value of 
diversification will be evident. 

Portfolio
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After weathering three turbulent years, 
variable and fixed index annuities with 
guaranteed lifetime withdrawal benefits 
(GLWBs) have gained traction — for now.

Between 2017 and 2018, retail sales of 
these riders in VAs and FIAs rose by 24%, 
a welcome rebound from the prior three 
years where sales fell by more than 42%, 
says Teddy Panaitisor, a research analyst 
at LIMRA Secure Retirement Institute. 

“The primary reasons for the 
2014-2017 drop were record low interest 
rates [which affected payouts] and 
uncertainty about the impact of 
regulatory issues,” Panaitisor says. Many 
advisors didn’t know how the imposition 
of a federal fiduciary rule would affect 
annuities with GLWBs.

By the end of last year, interest rates 
(and yields to investors) had moved 
northward. The regulatory outlook had 
cleared somewhat, reviving GLWB sales.

“We see recent momentum continu-
ing,” Panaitisor says. “Baby boomers are 
entering and going through retirement. 
No other product can offer the features 
and the peace of mind that a GLWB 
may provide.” Even during 2017, retail 
sales of VAs and FIAs with GLWB riders 
reached nearly $60 billion, indicating 
sturdy appeal to CFPs and clients.

Too Much Choice?
Traditional, immediate annuities discour-
age many seniors because of a reputa-
tion for being rigid and exposing investors 
to risk of a short lifetime payout.

Enter the GLWB, which typically rides 

Annuities with guaranteed lifetime withdrawal benefits tout longevity protection, but 
naysayers warn of high fees and added complexity on an already confusing instrument.

GLWBs Gain Favor with Boomers

By Donald Jay Korn

on top of a VA or an FIA and can confer 
upside from equity or equity-linked 
participation. Investors have control and 
can access money they’ve advanced, 
say GLWB boosters. There may be death 
benefits for loved ones, and the insurer 
promises ongoing cash flow, no matter 
how many years the annuitant collects.

Annuity naysayers maintain that a 
GLWB rider has inherent flaws: namely, 
numerous and complex high fees. 
Moreover, they say the taxation of 
deferred annuities held in a taxable 
account can be harsher than that of 
immediate annuities. 

Of these caveats, the biggest could be 
innate complexity. A VA or an FIA on its 
own may be challenging to evaluate, 
select and explain to clients. Lay on a 
GLWB rider with a different internal, and 
inaccessible, account on which the 
guaranteed withdrawals are based, and 
the task of choosing a desirable annuity 

with a GLWB can indeed be daunting.

Favored Features
Among advisors who recommend 
GLWBs to clients, certain provisions 
draw praise. 

“I look for a GLWB that allows the 
income to increase with inflation during 
the payout period,” says David Gaylor, 
president of Tradewinds Financial 
Group in Sidney, Ohio. 

“Also, I want that provision to 
continue during the period when only 
mortality credits are being received, 
meaning the entire amount of the 
premium the client has paid has been 
received as income.” Gaylor says he 
won’t use one without this provision.

John Scheil, CEO of Cardinal 
Advisors, in Durham, North Carolina, 
owns FIAs with GLWBs personally, and 
recommends them to clients. 

“Most GLWBs I write have a guaran-
teed step-up in the benefit base each 
year that someone waits to start 
income,” he says. “The income, once 
started, is guaranteed for life, and the 
annual income is doubled for up to five 
years if long-term care is needed.”

Scheil’s clients often use annuities 
with GLWBs as a proxy for a fixed-
income allocation. Cash flow compares 
favorably with bonds, he points out.
Also, clients can minimize interest rate 
risk, and married clients can each 
receive a lifelong payout. 

Ben Barzideh, wealth advisor at 
Piershale Financial Group in Barrington, 

Portfolio

Ben Barzideh says he likes GLWB riders that 
benefit clients when their spouses pass away.
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Illinois, prefers VAs with a GLWB 
including guaranteed income for the 
duration of both spouses’ lives. 

“Some GLWB riders guarantee 
lifetime income only for the duration of 

one spouse’s life while others have a 
joint and survivor payout option,” he 
says. “We like GLWB riders that allow 
for spousal continuation of the rider 
values if one spouse passes away.”

For example, if a husband dies with a 
VA with a GLWB rider, the widow can 
still receive higher income payouts as 
long as the account value of the VA 
contract is much lower than the 
guaranteed income base. 

Gaylor found a “major red flag” in 
GLWBs calling for a benefit reduction 
once the annuitant or spouse’s premium 
is exhausted. When a VA owner came in 
for a consultation, a conversation with 
the insurance company revealed the 
annual benefit would go from $26,000 to 
$11,000 once the money contributed had 
been paid out by the insurer. 

“I don’t know why anyone would 
utilize a product that would allow this 
to occur,” Gaylor says.

Longevity Hedging
Another downside of a GLWB is its 
first-in, first-out nature, notes Scheil. 
“Once someone turns on the income 
and/or the long-term care benefit,” he 
says, “the company is just giving that 
person’s money back. It’s only if people 
outlive their cash value that they can get 
into the insurance company’s money.” 

Any type of lifelong annuity arrange-
ment should be viewed as longevity 
hedging with an eye toward protecting 
clients from financial distress in old age. 

With a properly designed GLWB, a 
deferred annuity such as a VA or an FIA 
may become a virtual annuity without 
having to annuitize the contract and 
sacrifice flexibility. Interested financial 
planners should understand how a 
GLWB will function, even after death or 
disability, and make sure clients know 
what’s really guaranteed. FP

Donald Jay Korn is a contributing writer for 
Financial Planning in New York. 

Year Quarter Retail VA GLWB
(in billions)

Retail FIA GLWB
(in billions)

2013 Q1 $16.90 $4.50 

Q2 $18.40 $5.60 

Q3 $17.30 $5.50 

Q4 $17.10 $6.40 

2014 Q1 $16.00 $6.40 

Q2 $16.70 $8.00 

Q3 $16.90 $7.00 

Q4 $15.20 $7.50 

2015 Q1 $14.30 $6.70 

Q2 $15.60 $6.90 

Q3 $14.80 $7.20 

Q4 $14.10 $8.20 

2016 Q1 $11.40 $7.80 

Q2 $11.40 $8.30 

Q3 $10.60 $8.10 

Q4 $9.50 $7.40 

2017 Q1 $8.80 $6.30 

Q2 $8.70 $7.20 

Q3 $7.80 $6.00 

Q4 $9.30 $6.20 

2018 Q1 $9.10 $6.10 

Q2 $9.80 $7.20 

Q3 $9.70 $7.70 

Q4 $9.40 $7.70 

Record Low Interest Rates Have Boosted 
Sales for Annuities with GLWB Riders

Source: LIMRA Secure Retirement Institute
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CE Quiz
VISIT FINPLANCEQUIZ.COM TO TAKE FINANCIAL PLANNING’S  CE QUIZ. 

Financial Planning offers its Continuing Education Quiz exclusively online at FinPlanCEQuiz.com

To earn one hour of continuing education credit from the CFP Board of Standards, please visit our website and answer 
the questions above. Planners must answer eight out of 10 questions correctly to pass. Credit will count under CFP 
Board subject A: financial planning process/general principles. The deadline for participation is May. 31, 2021.

In addition, the Investments & Wealth Institute, formerly the Investment Management Consultants Association, has 
accepted this quiz for CIMA, CIMC and CPWA CE credit. Advisors must answer eight out of 10 questions correctly to 
pass. The deadline is May. 31, 2021.

If you need assistance, please contact SourceMedia customer service at help@sourcemedia.com or (212) 803-8500.

MAY 2019

From: Testing Buffett’s Advice 
1. At the end of the 1970-2018 period, which of these port-
folios had the highest average balance, highest average 
annual RMD-based withdrawal and highest average total 
withdrawal rate?
1. 90% S&P 500, 10% short-term government bonds
2. 60% S&P 500, 40% aggregate bond
3. A seven-asset portfolio consisting of large-caps, small-
caps, international stocks, intermediate-term bonds, 
REITs, commodities and 90-day Treasury bills
4. An all-cash portfolio 

2. During the same period, which of these had the largest 
standard deviation in ending account balance?
1. 90% S&P 500, 10% short-term bonds  
2. 60% S&P 500, 40% aggregate bond
3. A seven-asset portfolio consisting of large-caps, small-
caps, international stocks, intermediate-term bonds, 
REITs, commodities and 90-day Treasury bills
4. An all-cash portfolio     

From: Avoid These Rollover Errors
3. If an RMD is rolled over, it becomes an excess IRA con-
tribution subject to a 6% penalty unless it is removed by 
what date?
1. Jan. 1 of the following year
2. Oct. 15 of the following year
3. June 30 of the following year
4. April 15 of the following year

4. What is the minimum age a client must be to tap their 
IRA without a 10% penalty if they use the 72(t) payment 
schedule and are no longer working?
1. 59½
2. 49½
3. 55½
4. There is no minimum age requirement

From: GLWBs Gain Favor With Boomers
5. Which of these quarters saw the highest sales for 
variable annuities with guaranteed lifetime withdrawal 
benefit riders?
1. Q1 2017
2. Q4 2016
3. Q2 2018
4. Q4 2017

From: Form U4 Omission Haunts Now-Disqualified Advisor
6. FINRA can file an action against a terminated advisor 
anytime within how many years of the date of firing, per 
Article V, Section 4(a) of FINRA’s bylaws?
1. One year
2. Three years
3. Four years
4. Two years

From: The Best Way to Manage Sequence Risk (online only)
7. Long-term rates of return on balanced portfolios sug-
gest retirees could spend at least this percentage of their 
starting account balance, adjust their spending annually 
for 3% inflation and still be able to maintain their spending 
levels for 30 years.
1. 4%
2. 6%
3. 5%
4. 2%

From: When Evidence is Solid and Returns Aren’t (online 
only)
8. Over rolling five-year periods from December 1974 to 
2008, including dividends, the S&P 500 beat the MSCI EAFE 
index what percentage of the time?
1. 75%
2. 37%
3. 59%
4. 47%

9. From 1926 to 2008, the performance of value stocks (the 
least expensive 30%) beat growth stocks (the most expen-
sive 30%) by how many percentage points annually?
1. 10
2. 4
3. 7
4. Value stocks did not beat growth stocks

From: Tax-Efficient Funds With the Best 10-Year Returns 
(online only)
10. Which of these funds has the most favorable expense 
ratio?
1. First Trust NYSE Arca Biotech ETF
2. Oppenheimer Rochester High Yield Muni A
3. Invesco Nasdaq Internet ETF
4. Pimco High Yield Municipal Bond A
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The last words of the email stood out the 
most: “the thing is … we are deaf.” This is 
how the prospective client closed her 
message to me in 2017. 

When I agreed to meet with the woman 
and her husband, I was uncertain about how 
to best communicate with them. To prepare, 
I added captions to my 
usual video presentation. 

But halfway through, I 
realized the couple was 
completely overwhelmed 
with the financial vocabu-
lary I was using, which was 
entirely new to them. 
Improvising, I pulled up a 
blank Word document and 
started typing, which 
allowed us to converse 
back and forth. I felt totally 
inadequate and regretted 
not preparing more, but 
did my best to connect 
with the couple.

To my surprise, when the 
meeting ended, the wife 
rejected my handshake 
and instead grabbed onto 
me tightly as she began to 
cry. “Matthew, thank you 
for what you have done,” she said. “We have 
sat with five advisors, and none have come 
close to helping us like you have. I know we 
have missed out on financial opportunities 
because we are deaf.”

I left that meeting thinking about these 
clients and the likelihood that their experi-
ence may be a common occurrence for our 
deaf neighbors. I discovered that there are 
more than 2.2 million deaf people in our 
country and more than 800,000 of them live 
in the greater Los Angeles area. I found that 

there is only one firm in the 
whole state of Texas able 
to effectively serve local 
deaf clients.

The conclusion was 
staggering. My industry 
does not merely under-
serve our deaf community; 
it ignores it.

I recognized very early 
that communication is the 
biggest hurdle. I was able 
to connect with American 
Sign Language professor 
Daniel Blair and RISE 
Interpreting CEO Phil 
Carmona, two of the 
biggest advocates for the 
deaf community in 
Southern California.  

 Communication 
depends on a gamut of 
variables. For one, there is 

the matter of whether the person was born 
deaf or lost their hearing later in life. 

It quickly became clear to me that written 
communication or closed captioning isn’t 
sufficient. The deaf community typically uses 

An Ignored Community 

By Matthew Phillips

It’s time the financial planning industry stops failing deaf clients.

ASL, which is very different 
from spoken English — or 
any other language. In 
addition, many common 
terms and concepts we use  
do not exist in ASL.

I’m trying to change some 
of that. Blair and I are 
developing an ASL class 
aimed specifically for 
financial advisors that is 
likely to be accredited at the 
local university. 

I am currently producing 
five ASL-interpreted videos 
that will provide the basic 
concepts of saving, investing 
and choosing/working with 
an advisor. I am also 
coordinating a financial 
workshop for deaf families. 

My financial planning 
firm, Trilogy Financial, was 
able to secure interpreters 
for my meetings with deaf 
clients and a team of Trilogy 
advisors has formed to 
support these efforts.

My hope is that we’ll soon 
be able to provide financial 
services on a national basis 
to deaf families. 

My intention is not only to 
improve each deaf family’s 
financial future, but to push 
the industry to stop failing 
this community and other 
ignored demographics. FP

Selfie

My hope is that we’ll 
soon be able to provide 
financial services on a 
national basis to deaf 
families. 

Matthew Phillips is a wealth advisor at Trilogy Financial in Corona, California.
To submit a Selfie commentary, email fpeditor@sourcemedia.com. Post your comments online at financial-planning.com.
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Lifetime CheckSM by Jackson® can help explain income planning using terms your clients  

 already understand. Lifetime Check can come monthly, so your clients can have consistent 

income for the rest of their lives. It’s a straightforward way to show  your clients how  

their accumulated assets can translate into steady income.   

Lifetime Check is just one of the ways Jackson is making retirement simpler to understand. 

 Learn more about Lifetime Check at Jackson.com

start a conversation  
that will  help her plan a lifetime  

of perfect sunday mornings.

Annuities are long-term, tax-deferred investments designed for retirement. Earnings are taxable as ordinary income when distributed and 
may be subject to a 10% additional tax if withdrawn before age 59½.  
Guarantees are backed by the claims-paying ability of Jackson National Life Insurance Company® or Jackson National Life Insurance 
Company of New York® and do not apply to the investment performance of the separate account or its underlying investments.
Annuities are issued by Jackson National Life Insurance Company (Home office: Lansing, Michigan) and in New York by Jackson Life Insurance 
Company of New York  (Home Office: Purchase, New York). Variable annuities are distributed by Jackson National Life Distributors LLC. These 
products have limitations and restrictions. Contact the Company for more information. Jackson is the marketing name for Jackson National 
Life Insurance Company and Jackson National Life Insurance Company of New York.
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Not FDIC/NCUA insured  •  May lose value  •  Not bank/CU guaranteed
Not a deposit  •  Not insured by any federal agency
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