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Summary

Value-add
materials should
be educational and

Who Are You?

Effective educational materials reflect the strengths of an asset manager

%Key Implications

¢ Although programs of educational content cannot be directly tied to sales, such marketing

professional- > ’ Aannot b '
deve|0pment_ remains an essential part of asset manager distribution strategy. It can serve as an extension
oriented. of the asset manager’s brand or help to deepen relationships at strategic partnerships.

¢ When choosing the type of educational content to develop, asset managers must go through
a self-examination process —determining whether their primary strength lies in distribution

or investment management. Those that believe their strength is investment management must

be able to identify a unique investment acumen that they can emphasize.

¢ Wholesalers are frequently the delivery mechanism for educational content. Thus, asset

managers must ensure that wholesalers are able to deliver this content effectively and, if they’re

not, the asset manager must be willing to either supply training or a third-party speaker.

ven prior to the recent bear market,
Easset managers faced a wide variety of
challenges in distinguishing themselves in a
crowded marketplace. The total number of
mutual funds available is comfortably more
than 6,000, a figure that does not take into ac-
count the variety of separate accounts, ex-
change-traded funds (ETFs), and other
vehicles available to investors and financial
advisors.

For asset managers that distribute prima-
rily through financial advisors, differentiation
becomes even more challenging. Due dili-
gence teams are exercising greater control
over the asset management selection process,
particularly at the largest broker/dealers
(B/Ds). In some cases, this can include fully
packaging portfolios for advisors to recom-
mend to their clients. More often, it entails de-
veloping a short or recommended list of asset
managers from which advisors can choose.
Regardless, this has reduced the ability of

front-line wholesalers to influence sales.

These changes led to asset managers devel-
oping so-called “value-add” programs as a
way for their wholesalers to work with finan-
cial advisors outside of product provision.
However, Cerulli has always found the
“value-add” moniker to be needlessly nebu-
lous. This type of content can perhaps be bet-
ter thought of as educational and professional
development. Key to defining this type of
value-add content is that it must not be spe-
cific to individual products.

Educational and professional develop-
ment content broadly falls into one of two
categories. In the first category, the material
is oriented to the softer elements of an advi-
sor’s practice. It typically suggests ways the
advisor can optimize client interactions (e.g.,
more referrals, better client meetings), but it
can also extend to topics such as business
valuation for independent practices. The sec-
ond category of value-add material is invest-
ment-oriented. As noted, it should not be in

support of a specific product, but rather fo-
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Wholesalers' Greatest Challenge, 2Q 2010

Getting in front of advisors and distinguishing themselves in a crowded marketplace are the two biggest challenges for wholesalers.

[ 23%

Gaining Difficult to  Advisors  Increased Segmenting Other Working Movement of  Support
access to  distinguish  unwilling influence of advisors to with advisors advisors  from home
advisors  self because tochange B/Dinasset spend time ina more between firms  office

of number of  existing
products available product selection and
to advisors  provider  packaging

management profitably

consultative
fashion

~

Sources: Cerulli Associates, in partnership with the Investment Management Consultants Associatiy

‘A

cused on thought leadership in an area where
the asset manager has investment expertise
(e.g., the case for a specific asset class, asset

allocation guidance).

Filling a gap

Recent events have only intensified the
need and demand for educational content —
both practice- and investment-oriented.
First, the industry has seen remarkable
merger and acquisition (M&A) activity, ex-
pected to result in a trimming of preferred
partners at B/Ds. With a multitude of prod-
uct manufacturers seeking to sell through
fewer distributors, B/Ds are seeking the most
beneficial partnerships, and asset managers
are searching for ways to distinguish them-

selves and gain face time with advisors.

Value-add programs should be
considered educational and
professional development
in nature.

The opportunity and need for value-add
programs has been further intensified by cut-
backs within the largest B/Ds. The major
New York wirehouses are the largest distri-
bution opportunity in terms of assets under
management (AUM), representing nearly
50% of the marketshare of advisor-managed
assets. These firms aggressively cut their back

offices and support structures to lower inter-
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nal costs during the bear market. These cuts
included branch manager positions and a
broadening of the responsibilities of those who
survived. Wirehouse branch managers have a
varied list of responsibilities, including com-
pliance and recruiting. These responsibilities
also include coaching financial advisors and
helping them grow their practices. However,
with broadened responsibilities, it may be-
come tougher for these branch managers to
work one-on-one with their financial advisors.

Compounding these challenges is an in-
creased focus in the wirehouses on financial
advisors growing their practices. Many of the
New York wirehouses have built incentives
into their compensation plans for advisors to
increase their AUM. Clearly, there exists an
opportunity for asset managers and product
manufacturers to fill this educational and pro-
fessional development gap. This need doesn’t
just exist in the wirehouses either. A major
registered investment advisor (RIA) custo-
dian, which also has a large asset management
business, is reaching out to the asset managers
on its platforms to support educational events
for their custodial clients.

While there is B/D and financial advisor
need for educational content, development
and distribution of this content is a challenge
for asset managers. It is difficult to link non-
product educational content directly to sales.

Advisors don’t decide to do business with an



asset manager simply because the firm sup-
plied a keynote speaker at an advisor confer-
ence or because the wholesaler has a brochure
on how to ask for referrals. Rather, asset man-
agers must view educational content as an ex-
tension of both their key accounts and
branding strategy. From a key accounts
standpoint, this material serves the purpose of
deepening the asset manager’s relationship
with a B/D or other distribution partner. Best
practice asset managers are positioning their
educational programs to support specific B/D
initiatives. With limited resources, the asset
manager becomes an extension of the B/D’s
training and communication strategy by de-
livering similar messages to advisors. Being in
front of financial advisors with relevant mes-
sages also serves to raise the profile of the asset

manager within the firm.

Matehing strengths and content

It is through this elevated profile that the
provision of educational content also serves to
expand the brand image of the asset manager.
Although our hypothetical keynote speech
does not directly tie to sales, for example, it
does increase the advisors’ familiarity with the
asset management firm—which, in turn,
makes it easier for the asset manager’s whole-
salers to get an audience with the advisors.

The idea that educational material extends
an asset manager’s brand also provides a

framework for the types of material that

should be developed. Earlier, we noted that
value-add materials are either marketing- and
practice-management oriented or are invest-
ment-centric. Asset managers need to cover
both sides of this equation, but they also must
determine where they wish to focus their ef-
forts. Making this choice boils down to decid-
ing upon the area for which the asset manager
wants to provide thought leadership to the in-
dustry. Where an asset manager focuses and
how they choose to educate advisors becomes
a natural extension of the firm’s brand and

how the market perceives them.

The value-add content an asset
manager chooses becomes a natu-
ral extension of the firm’s brand —

and how the market perceives it.

Determining this, however, is a challeng-
ing process of self-evaluation. Every asset
manager is able to elucidate its unique
process for managing money. Nearly every
firm of size will have baseline skills in man-
aging money. But asset managers must con-
sider whether their primary value lies in
being a distributor or an investment man-
ager. Some of the factors to include in this
evaluation are the legacy of the firm, the
breadth of product offered, and the extent to
which distribution and investment manage-
ment influence each other’s strategy.

A firm might be able to describe its money

management process, but if it cannot draw
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Sales Managers: Most Effective Types of Marketing to Use with Advisors, 2009
Sales managers rank practice management as the most effective type of content.
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from that a specific area of intellectual capital
(that exists at no other firm), it is likely, at its
core, a distributor. This 1s also true of a firm
with an extremely broad product line, with
multiple offerings in multiple categories—a
firm with dozens of different products likely
does not have a truly unique, intellectual in-
vestment advantage. Most of the leading re-
tail, third-party distributed fund complexes,
for example, are distributors first and fore-
most. Likewise, if a firm can point to a strong
investment management legacy, can easily
identify truly unique areas of intellectual ex-
pertise (e.g., Dodge and Cox), and has devel-
oped products around that expertise, the_y
are likely primarily an investment manager.

No asset managers should be wary about
internally acknowledging that it is primarily
a distributor. To even be in the business, a
firm must have a great deal of investment-
management prowess. As noted above, there
remains a demand and a need in the industry
for content that helps advisors build thriving
practices.

Thus, firms whose strengths lie in distri-
bution are best served by a focus on, prac-
tice-management-oriented content (e.g., the
proper way to ask for referrals, running ef-
fective seminars). The asset management
firms who best execute this type of value-add
program carve a variety of courses, topics,

and materials into a single place and position

/ Wholesalers' Primary Value to Advisors, 2Q 2010 \
Wholesalers rank investment knowledge
as their primary value to advisors.
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this as part of their overall story. Nuveen In-
vestments, for example, has a Wealth Man-
agement Services group that, according to
the firm’s website, provides educational re-
sources for financial advisors in the essential
areas of wealth management. Similarly, MFS
has its Heritage Planning program that pro-
vides a wide variety of customizable fact
sheets and articles about the various financial

decisions a client faces.

Advanced investment content is
most effective in an asset
manager’s efforts to get in
front of high-end advisors.

Asset management firms that have a truly
unique Investment management acumen and
legacy, on the other hand, should use that to
their advantage. During uncertain markets,
advisors look for direction (e.g., the length of
a bear market, signs of a recovery). For those
managers with thoughtful, well-regarded
market strategists, there are multiple oppor-
tunities to get their investment personnel in
front of advisors —either at B/D events or, in
some cases, on financial news television.

It should be noted that advanced invest-
ment content is likely the most effective in an
asset manager’s efforts to get in front of high-
end advisors. These advisors typically have
fairly sophisticated practices addressing the
complex needs of high-net-worth investors.
They already have a successful, thriving prac-
tice, so much of the practice management ma-
terials will be of little benefit to them. But,
since portfolio construction plays a significant
role in addressing their clients, these advisors
are quite interested in intelligence that enables
them to better craft client portfolios. This
holds particularly true in the RIA channel,
where multiple asset managers report having
success approaching these advisors with in-
vestment-oriented content—and, importantly,
that these advisors are put off by content fo-

cused on practice management.

The wholesaler as educator
Just because an asset manager chooses to
emphasize their strengths in one area does not

exempt them from expertise in the other, how-
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Wholesaler-Advisor Comparison: Years as Wholesaler vs. Years as Advisor, 2009
There exists an experience gap between wholesalers and advisors that asset managers must address.
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ever. Hand-in-hand with many of the trends
we have discussed thus far, the content expec-
tations for wholesalers have increased. One
sales manager described wholesalers as need-

ing to be “students of the business.”

Just because an asset manager
chooses to emphasize their
strengths in one area does not
exempt them from expertise
in the other.

A wholesaler who largely has practice man-
agement content in their bag still must be
knowledgeable about the capital markets and
have a defensible opinion about the future di-
rection of the market. On the other hand, a
wholesaler working for a firm with a strong
investment legacy not only must be able to
speak to trends in the capital markets, but
must also be able to analyze an advisor’s prac-
tice, identify similarities with other advisors in
their territory, and, where appropriate, offer
suitable suggestions — even without the ben-
efit of appropriate marketing materials.

Regardless, it is the wholesaler who is
most often the delivery mechanism for any
value-add program —and this presents many
potential obstacles. First, an asset manager
must be wary of putting the wholesaler in the
position of delivering content they cannot
support. If a presentation falls flat or the pre-
senter cannot address questions, at best it
won't harm perceptions of the asset manager,

but the presentation is not memorable. At

worst, it sullies the reputation of the asset
manager. Asset managers can address this
challenge either through designated speakers
or by hiring outside experts to speak at con-
ferences. Contrary to the belief of some man-
agers, an outside speaker does not cause a
firm to appear uninformed. Rather, the firm
positions itself as an effective, responsive
partner that supplies high-quality, appropri-
ate resources to advisors.

Second, there exists a gap between finan-
cial advisors and wholesalers in terms of ex-
perience and education. Advisors are, on
average, older than wholesalers and more
likely to hold a graduate degree or profes-
sional designation. Asset managers and indi-
vidual wholesalers must share responsibility
for closing this gap. Asset managers should
take an active role in training, providing the
necessary education to bring wholesalers up
to speed. Likewise, wholesalers must be
aware of this gap and become the aforemen-
tioned “students of the business” in order to
work effectively with advisors.

Cerulli contends that although value-add
content cannot be tied directly to sales, pro-
viding these programs should remain a key
part of asset managers’ distribution strate-
gies. If done well, education becomes an
extension of the asset managers’ brand and
can create a buzz around the firm. Like-
wise, helping to educate advisors can serve
to deepen strategic partnerships at key
B/Ds. ¢
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Quantitiive Insights

Wholesalers

Wholesalers Rate the Quality of Competitive Information They Receive from Their Firms, 2Q 2010
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The majority of wholesalers (52%) rate the competitive information they receive as highly effective, while only 11% consider it to be ineffective.

Key Implication: It is a positive indication that asset managers are providing effective information on their competitors to wholesalers,
however, there is still work to be done. Wholesalers need to be armed with efficient, accurate information regarding what is going on
outside their own product lineup, so that they can focus on product positioning and strategy.

Wholesalers Rate Elements of a Successful Sales Idea, 2Q 2010
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In order for a sales idea to be successful, nearly all surveyed wholesalers (93%) state that the idea needs to be actionable for advisors.
Less than a quarter of wholesalers rated highlighting unique product features as important.

Key Implication: Marketing departments should communicate with the wholesalers who actually use the materials with advisors, to develop
sales ideas that are actionable for advisors. A wholesaler's first attempt to introduce a new idea to an advisor is a crucial point in the
relationship. Thus, it is important that the marketing piece contain a number of scenarios showing advisors how to build their book
of business. Other topics that may be helpful to an advisor include identifying ideal clients and recommending specific actions an advisor
can take in the sales process.
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Quantitative Insights

Advertising and Marketing

Trade Publications Advertising Focus, 2009
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Describing investment expertise and increasing brand awareness are the primary focuses for trade publication advertising for 57% of asset
managers. Promoting strong investment performance is the leading secondary focus.

Key Implication: For many managers investment expertise and brand awareness go hand-in-hand, and unsurprisingly they are the primary
focus for advertising. Advisors primarily choose an asset manager based on consistent investment style and ethical reputation, thus
as the economic recovery continues, Cerulli asserts that managers with a recognizable and quality brand will find themselves with
an enormous advantage. At the same time, asset management firms burned by the financial crisis should make rebuilding their brand a
priority when developing their marketing strategy.

Sales Managers Rate the Most Important Element of a Successful Marketing Piece, 2009
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Sales managers identify that the most important quality for a marketing piece is for it to be understandable after the advisor has met with
the wholesaler. For 24% of sales managers, it is important that materials are approved for client use.

Key Implication: Marketing pieces can accomplish various things—from conveying important information about the firm to increasing
awareness on new features. No matter the goal, asset managers must make sure that marketing materials are easily understandable
by the end-user, hecause if the piece is not clear to an advisor once a wholesaler leaves an office it can hamper sales efforts and
detract from the ultimate success of sales meetings.
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