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Executive summary

Confidence levels are highest in areas under
a financial advice firm'’s direct control:

92% are confident in their firm's ability to
deliver good value for money.

Conversely, confidence levels are lowest
around areas driven by external factors:

26% are confident in the capability of the
regulator.

(@)

NEXTWEALTH
ADVISER CONFIDENCE INDEX

89% are confident in their ability to meet
the financial advice needs of clients.

46% are confident in the stability of the
economy.

The financial advice firm inflection point is around 11 advisers

Firms that employ 11 advisers
centralised

require more
operations,
compliance, IT, marketing and data management.

Looking ahead, the market for outsourced compliance and
accounting support appears to be saturated. Outsourced
paraplanning, research and analysis is set to grow.

Costs and charges

Total client cost increased in the past
year from 1.75% to 1.89%,
as estimated by financial
professionals.

functions - such as

Platform fees remain consistent while The average cost of ongoing advice
is 77 bps, up 13 bps from 2023.
Ongoing advice remains the largest

share of total client costs.

both funds and portfolio management

advice fees are slowly trending down.

Fund charges tend to be higher in large firms. Clients of firms with more than 10 advisers are paying 68 bps for funds,
compared to an average of 43 bps.

Percentage of assets remains the most common charging structure, used by 71% of respondents’ firms. While
this charging model continues to dominate, its use is in decline with popularity of all other charging structures rising.

Rest of the market Growth firms

This year’s survey reveals a greater focus on organic
growth. We profile these growth firms to understand
what makes them different.

IVl Existence of CIP A

M Call client facin o
I
staff planners

Taking on new clients:

Two thirds of firms are looking to grow by taking on

Hiring client- i
new clients, up from 50% last year.

facing advisers

9% [}

Hiring staff:

Hiring client
service staff

é%l

40% of firms plan to grow by hiring new staff, nearly
double the share compared with last year.

Changing the
tech stack
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Executive summary

Nearly half (46%) of respondents
said that their number of active
clients has increased - up from just
over a quarter (29%) in 2023.

Only 11% say they have fewer clients
this year compared to 17% in 2023.

Investment strategies

In 2023, we highlighted cash as the asset
class to which the largest share of respondents

Multi-asset and multi-manager fund
used investment strategies for new client

Discretionary managed model portfolios remain the

second most popular option.

Building your own portfolio and using single strategy

funds continue to decrease in popularity.

Impact of regulation

Consumer Duty’s impact has been more acute Large firms invested more heavily in their target market strategy,

among large firms with six or more cl
advisers.

Advice Tech

Almost a third wil add or cease
working with a tech partner in the next year.
The change is driven by a desire to improve  is
business efficiency and to adopt Al.

OnIy one fifth are satisfied with
their tech stack and not looking to
make a change, the lowest level since
2020.

Efficiency of delivery of advice

Since 2019, we have made no gains as an industry in the

efficient delivery of advice. It still takes

Or Mmore to deliver the first piece of advice.

from
from

Most clients come
referrals - either
existing clients or professional
connections. Larger firms, with
6+ advisers, increasingly
attracting clients from digital and
traditional marketing.

are

S remain the most
money.

Peace of mind, the creation of a financial plan
and achieving financial goals are the most
valued aspects of financial planning to clients.

Almost half have a stated minimum investable

asset level for new clients, typically between
£100,000 and £149,000.

expected allocation to increase over the next 12

months.

Attitudes have since shifted. Financial advice

decrease.

ient-facing
conversations.

three weeks

professionals now expect allocations to cash to

investment solution and record-keeping and logging of client

Over a quarter of
respondents say their firm
using/implementing an Al

solution, up from 5% last year.

One third of respondents say that gathering data from
providers is the lengthiest step in the process with no
meaningful change in this metric since 2021.

Where we are seeing improvements is in the tech that enables the financial advice professional to prepare the report.
Solutions are coming to market to simplify and streamline data input, to summarise meetings and draft reports.

Lm_l NEXTWEALTH
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Foreword from PIMFA

As the UK’s trade association and representative body for financial and investment advice,
financial planning and wealth management, we are delighted to be able to support the 6th
iteration of NextWealth's Financial Advice Business Benchmarks report. Data around this
market can often be disparate beyond official regulatory publications but it is this report
which consistently presents itself as a leader in this field. We are proud to have supported it
once again.

The theme this year is, of course, confidence. It would be easy for firms and advisers to
lose theirs, especially confidence in their ability to deliver given a number of external factors
beyond their control. The preceding 12 months has seen the implementation of one of the
most consequential regulatory initiatives since the Retail Distribution Review. Alongside
this, the wider economic outlook, whilst improving, remains far worse than before the global
pandemic.

And vyet, the headline level of confidence among firms to deliver good outcomes for their
clients, their confidence in their own ability, and their confidence in the prospects of their
firms as a whole are strong.

This is important, because it is likely that the coming years will be as trying as the one that has
just passed. We are just at the beginning of a new political cycle and, as a result, a regulatory
one too. Whilst we do not expect substantial changes to the financial services infrastructure
driven by a new government, we will certainly see policy changes to the way in which wealth
is both accumulated and decumulated by this government.

From a regulatory perspective, we expect the Consumer Duty to play an even larger role than
it has done previously. In particular, the myriad of benefits implicit in the provision of advice
will become more and more important to articulate as it looks at advice businesses through
the lens of the price and value outcome. In particular the provision of on-going advice fees
as highlighted in this report will likely be assessed very closely with the Consumer Duty front
of mind.

But there is also real opportunity within this. The move towards and embrace of outcomes
focused regulation provides firms with the ability to build their businesses in ways geared best
towards delivering good consumer outcomes under the Consumer Principle rather than having
to adhere to paint by numbers regulation. This is conducive to innovation, it is conducive to
growth but it is reliant on firms having confidence in their ability and in their business.

I hope that in 12 months time when we return to this report that confidence levels are
as high then as they are today. The next 12 months will not be easy, but as ever, |
am optimistic that this industry is well placed to stand down any challenges that it
may face.

Liz Field
Chief Executive

PIMFA
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Foreword from NextWealth

I am delighted to share the sixth update to our Financial Advice Business Benchmarks (FABB)
report. This 2024 update introduces a new measure of confidence.

For two consecutive years we have seen business confidence wane. This waning confidence
was stark in 2022 and 2023. Against a backdrop of rising inflation and higher interest rates,
financial advice professionals were more pessimistic about the future of their businesses.
Fewer planned to hire or grow organically and more were looking to sell or exit the market.
We thought it important to introduce this measure of confidence to track sentiment year to
year in the advice profession.

In 2024, confidence levels are strong in areas under the control of financial advice firms.
Financial advice professionals are feeling pretty comfortable in their ability to deliver value
to clients. They are more likely to say their businesses will grow by working with more clients
and by hiring more staff. Adviser confidence gauges appear throughout the report to give a
indication of confidence in each section.

We profile growth firms to help firms going for growth to benchmark their approach against
the part of the market that is striving to reach a larger number of clients. We also quantify the
inefficiency at the core of advice, noting that no progress has been made in five years in the
time taken to onboard a client.

I hope the insights in this report will be valuable to you and your business as we navigate
the year ahead. The financial advice industry is at a pivotal moment, and | am confident that
the coming months will provide both challenges and exciting opportunities for growth and
innovation.

I look forward to hearing your thoughts on the report.

Heather Hopkins
Managing Director

NextWealth
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1. Confidence

Thisyear's report features a new metric to analyse the profession: confidence.
Represented via speed dials throughout this report, we gauge confidence of
financial advice professionals across various factors.

Overall confidence across all factors averages to four on a five point scale,
translating to a relatively high level of confidence with some room for
improvement.

Confidence levels are highest in areas under a financial advice firm's direct NEXTWEALTH
control. For instance, 92% of respondents are confident in their firm'’s ability ADVISER CONFIDENCE INDEX
to deliver good value for money while 89% are confident in their ability to

meet the advice needs of clients.

Conversely, confidence levels are lowest around areas driven by external

factors, over which firms have little control but which can significantly impact business volume. These include the capability of
the regulator and stability of the economy, where only 6% and 14% respectively, expressed full confidence. This chimes with a
lack of certainty that we hear in conversation with financial advice firms, driven by the impact of the (as yet) unknown details
of the autumn budget.

Innovation in technology, which can be a critical driver of business efficiency, has a low confidence rating. Only 21% of
respondents are fully confident in technology innovations to make their lives easier. Financial advice professionals see
technology as an area that requires significant improvement in order to deliver the operational efficiency needed to grow. We
explore the technology supporting advice businesses, including the use of Al, in Section 9 of this report.

Figure 1: High levels of confidence are evident in factors that can be directly controlled by the financial advice
firm

m 1 - Not confidentatall m2 3 m4 m5-Fully confident

Ability to deliver good value for money for your clients Iﬂo
Ability to meet the advice needs of your clients I 8%

Ability to offer fair an?ocglrir;rr)listitive fees and charges # 19%
Long-term career prospects I' 14%

Ability to generate asset growth for your clients i% 20%
Continued satisfacti(;r;t\i/\\iii’i?ezour current role and E )
Ability to attract new clients II% 24%

Innovation in technology to make your life easier l. 27%

The stability of the economy/ financial markets Iu 41%

The relevance/ capability of the regulator -i 36%

Q: How confident are you in the following factors?
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2. Firm profile

This section considers the size and profile of advice firms, offering insight into different approaches to recruitment, resources
and growth.

2.1 Staff mix by size of firm

FCA data suggest there are 4,654 directly-authorised financial advice firms in the UK. Nearly half of these firms are sole traders
and 87% employ five of fewer adviser.

Figure 2 illustrates the shape of the market and the staff mix by size of firm. The market size of firms is drawn from FCA
data and the typical staffing levels are from the survey for this report. Notably from our research, firms with 11 or advisers
are far more structurally complex organisations, employing staff in management and central functions such as compliance,
accounting, IT and marketing. Small firms are more adviser-oriented.

Figure 2: Most financial advice firms are small and adviser-oriented

Sole traders 6-10 adviser 10+ adviser firms
2,132 firms, 46% firms 48 firms, 1%

543 firms,
Adviser-oriented 12%

Employ support person and outsource Firms with 6+

compliance and paraplanning advisers
typically
employ staff
in

management,
client service,
compliance,

accounting,
marketing and
data analytics

Number of employees

_
Number of firms
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2.2 The financial advice firm scale inflection point: 11 advisers

<5 advisers: Lean, advice-focussed firms 11+ advisers requires non-client facing central functions
Firms that employ up to five advisers tend to The inflection point where firms begin to require more centralised
be more lean and self-sufficient. Most essential functions - such as operations, compliance, IT, marketing and data
roles are filled by advisers themselves with management - is at 11 advisers. This size typically triggers a shift in the
minimal central staff. firm'’s infrastructure requiring specialised and dedicated staff for non-

client facing functions. The need to add central resources starts in the
6-10 adviser band creating strain on some firms who need to hire for
central functions, without the scale of their larger peers.

2.3 Outsourced support

In addition to full-time staff, firms rely heavily on outsourced support, particularly for compliance, accounting and IT. Looking
ahead, the market for outsourced compliance and accounting support appears to be saturated, with only 4% and 2% looking
to start using outsourced support in these areas in the next 12 months. Outsourced paraplanning, research and analysis is
set to grow, with 15% of firms saying they plan to start using outsourced support for this function.

Figure 3: Firms rely heavily on outsourced support for many core functions

Plan to start
outsourcing in the
next 12 months

Compliance % 4%

N
(00]
S

Accounting YA 2%
(N 40% 7%
Paraplanners & researchers / analysts 2L 15%

Marketing [ARA 6%

Support & operations JEEEA 7%

Client services [WAA

N
o
~

Data management [Re¥A
Don't know/ prefer not to say l2%

None of the above BMERA

Q: Does your firm outsource any of the following functions to third party providers?

One in five financial advice firms do not outsource any of the functions listed in Figure 3. Firms that don’t outsource any
functions are more likely to be restricted, potentially offering more streamlined solutions to customers.

Some outsourced support is designed to fill gaps on a team. Figure 8 in section 4 shows the staff that financial advice firms
are currently recruiting. Note that paraplanners, the area with the largest expected increase in outsourcing, is also one of the
areas where firms are looking to recruit.
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2.4 Time on regulated activities

We asked respondents with a level four, six or seven
qualification about the proportion of their time in an
average week that is spent on regulated activities. In our
other research, we often hear about challenges around
adviser productivity and the amount of time that highly
paid and highly qualified individuals spend on admin.

On average, those with level four or higher are spending
just over half of their time on regulated tasks. The
proportion of time on regulated activities does not vary
significantly by firm size.

Figure 4: Over half of level 4+ qualified staff time is
spent on regulated tasks

Time
spent on

regulated
tasks,
55%

Q: Approximately what percentage of your time in an average week is spent on tasks
that can only be carried out by a regulated individual, n= 308 respondents with
qualifications of level 4 or higher e.g. Cll diploma in financial planning; Cll certificate
in paraplanning

LITI_l NEXTWEALTH
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3. Future plans

Over three quarter of respondents in our survey are confident or very
confident in the future of their role when it comes to long term career
prospects (79%) and continued satisfaction with their current role and
activities (77%). This positive sentiment is tempered only slightly with 71%
of respondents confident in their firm's ability to attract new clients. These
factors result in a confidence index score of four out of five.

Reflecting the great confidence exhibited by financial advice professionals,
this year’s research also reveals that a higher proportion of respondents are
focussing on growing by taking on more clients and hiring staff.

NEXTWEALTH

ADVISER CONFIDENCE INDEX

Over the past few years there has been a constant drumbeat of news about

consolidation of financial advice firms. The theme during this period was

that higher compliance costs, coinciding with the demographics of financial advice professionals, meant more advisers were
looking to exit the industry. In contrast, this year's results show that fewer firms are looking to sell or exit.

The following table summarises the difference and the growth mindset now being shown in the industry, illustrated in Figure 5.

Organic growth Inorganic growth

o Taking on new clients: Two thirds of firms are e Acquisition: Growth through acquisition is a
looking to grow by taking on new clients, up consistent but declining strategy, particularly
from 50% last year. for larger firms. While 10% of all financial

advice professionals say their firms plan to grow

through acquisition, that climbs to 27% among
respondents at firms with 6-10 client-facing
advisers and 34% among the largest firms with

o Hiring staff: Under half (40%) of firms plan to
grow by hiring new staff, nearly double the share
compared with last year. Larger firms are more

likely to say they plan to grow by hiring staff.
Nearly three quarters (68%) of respondents in
firms with more than 10 client-facing advisers
say that they plan to grow by hiring staff. As
illustrated in Figure 8, the most common roles
being recruited are client-facing roles such as
advisers and client service staff.

more than 10 advisers.

Selling the firm: Half as many respondents said
their firm is looking to sell in the next 18 months
compared with last year, adding weight to the
view that growth through acquisition is slowing
down.

Lrlll NEXTWEALTH
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Figure 5: Financial advice firms are showing a greater appetite to grow organically by taking on clients or hiring

staff
-
Sell the firm Tt

10%

B %

54%
Grow by increasing client assets under 45%

management 51%
69%
Grow by taking on new clients 50;/;% m 2024
2023
Grow by hiring staff 23% m2021

31%

I, %

T
0,
Grow through acquisition 1256

13%

I 5%

| 1%
Exit market L

2%
| 1%

Q: Over the next 18 months, does your firm intend to do any of the following?

While growth ambitions are healthy across all sizes of firm, many heads of large financial advice firms have expressed concern
that the current elevated demand for advice will be short-lived as people race to complete planning work ahead of any changes
in the autumn budget. One referred to the current activity as “boom and bust” - suggesting demand could fall rapidly by year-
end and remain weak into next year.

This paints a rather mixed picture of the market for financial advice. There is a strong cohort of growth firms, those seeking
steady organic growth, while others in the market are more cautious about the future. In the following section we explore the
characteristics of these growth firms.

I_rlll NEXTWEALTH Financial Advice Business Benchmarks 2024



4. Profile: Growth firms

Our research revealed that a split has emerged between financial advice firms into those classified as growth firms and the
rest of the market. Growth firms intend to grow their business organically by taking on new clients and / or hiring staff in the
next 18 months.

We found that:

o 68% of survey respondents say their firm is looking to grow by taking on new clients in the next 18 months, compared
with 50% in 2023; and

o 40% say their firm is looking to grow by hiring staff, versus 23% in 2023.

Definition: growth firms intend to grow their business organically by taking on new clients
and/or hiring staff in the next 18 months.

We see clear differences between growth firms as compared to the rest of the market:

»  Growth firms are more likely to refer to client-facing staff as financial planners: 59% of growth firms call their client-
facing staff ‘financial planners’ compared to 33% for the rest of the market.

e They are also more likely to have a CIP. 75% of respondents in growth firms say their firm has a CIP, 9% more than those
in the rest of the market.

Figure 6: Growth firms are more likely to have a CIP

75%
66%

Rest of market Growth firms
Q: Does your firm have a CIP?

Figure 7: Growth firms call their client-facing staff ‘planners’

O O ——

8%

20%

Other

H [nvestment managers
Wealth managers

m Financial planners

m Financial advisers

Rest of market Growth firms

Q: Of the staff at your firm, approximately what proportion are...?
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The specific roles growth firms are hiring for vary widely. Nearly half (44%) of respondents say their firm is hiring client-
facing advisers / planners and 31% are hiring client-service staff. These figures underline that growth firms are more likely
to implement a ‘pod’ staffing structure which we have seen firms increasingly adopt in other NextWealth research. A pod
structure entails clients being supported by a team that includes a adviser / planner, client service individuals, a paraplanner
and ops and admin staff. This allows a firm to broaden the relationship with a client beyond an individual and allows advisers
to work with a larger number of clients while offering a highly personalised service.

Figure 8: Growth firms are more likely to be hiring across a number of roles

m Rest of market
I I m Growth firms

Client-facing Paraplanners & Support & Compliance staff  Client services
financial advisers  researchers / operations staff
/ planners analysts

Q: Which roles are you currently recruiting?

Defined by their ambition to take on new clients, we compared growth firms’ channels for new client acquisition. lllustrated in
Figure 9, we see that referrals from existing clients remains the most important source of new clients but compared with firms
in the rest of the market, professional referrals and digital marketing are more important sources. Respondents from growth
firms say that 10% of new clients come from digital marketing, such as social media or digital advertising.

LITIJ NEXTWEALTH Financial Advice Business Benchmarks 2024



Figure 9: Growth firms attract more of their new clients from professional referrals and digital marketing

m Rest of market
m Growth firms

Referrals from existing ~ Referral from professional ~ Family of existing clients  Digital marketing (social
clients third-party (e.g. accountant, media, digital advertising)
lawyer)

Q: What proportion of your clients come through the following channels?

As Figure 10 shows, 39% of respondents from growth firms  Figure 10: Growth firms are more likely to be
are looking to change their tech stack, almost 17% higher when  changing their tech stack

compared to the rest of the market. As growth firms are focussed
on hiring staff and seeking new clients, it is possible to deduce that
these firms are particularly discerning of solutions that enable them
to streamline activity in meeting growth objectives.

39%

22%

Growth firms are slightly more likely to charge an initial fee for their
advice - 76% charge an initial fee compared to 66% of firms in the
rest of the market. They are also more likely to work with clients with
smaller portfolio values than average. The average portfolio size for
rest of market firms is £435k, £26k larger than average for growth
firms. Firms in the rest of the market may have enough clients with Rest of market Growth firms

relatively large portfolio values making them less ‘hungry’ to win new Q: Do you intend to make changes to your tech in the next 12 months?
business.

Figure 11: Growth firms are more likely to charge an initial advice fee
m Rest of market

m Growth firms

Overall 1 adviser 2-5 advisers 6-50 advisers More than 50
advisers
Q: Do you charge an initial advice fee?
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Figure 12: Growth firms have a lower average client portfolio value

£434,725

Rest of market Growth firms

Q: What is the average portfolio size of your clients?

~ R
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5. Costs and charges

Price, and more specifically value, have become increasingly debated topics
within the advice profession over recent years.

The confidence of financial advice professionals in this area is high. Our index
shows that 92% are confident in their ability to deliver value for money to
clients, while 85% are confident in their ability to offer fair and competitive
fees and charges to clients. This leads us to assign a level four of confidence

on our five point scale. NEXTWEALTH
ADVISER CONFIDENCE INDEX

To find out about the current state of the value of costs and charges, we
analysed the average fees that clients pay.

5.1 Ongoing advice fees

Figure 13 details the average basis point fee paid by clients ongoing advice, funds, platform and portfolio management. These
benchmarks aim to offer valuable input to fair value assessments.

The total client cost increased in the past year from 1.75% to 1.89%, as estimated by financial advice professionals who
participated in our survey.

Figure 13 shows platform fees remain consistent and both funds and portfolio management are slowly trending down. The
average cost of ongoing advice is 77 bps, up 13 bps from 2023. The large increase comes from an increase in the on-going
advice fee. Ongoing advice remains the largest share of total client costs. Platform fees represent the smallest share at 27 bps
- broadly consistent with the previous three years.

NextWealth data show that ongoing fees are fairly consistent across various firm sizes. However, product charges tend to be
higher in large firms. Clients of financial advice firms with more than 10 advisers are paying 68 bps for funds, compared to an
average of 43 bps. We suspect this difference is down to a higher allocation to active rather than a more expensive like-for-like
product.

Figure 13: Financial advice firms are still more likely to have ongoing advice fee.

77 m2024 w2023 2022 w2021

On-going advice Funds (including Portfolio management (e.g. Platform
transaction charges) DFM fee)

Q: Approximately what is the average basis point fee paid by your/your firms' clients for Ongoing advice, Funds (including transaction charges), Portfolio management (e.g.
DFM fee), Platform

I_rlll NEXTWEALTH Financial Advice Business Benchmarks 2024



5.2 Initial advice fees

The proportion of respondents citing that they charge an initial advice fee decreased slightly by 6% compared with last year.
The big change is in the proportion that aren’t charging an initial fee, up two-fold to 23%. Respondents from larger firms with
over six financial advice professionals, are more likely not to charge an initial fee. Over half of these respondents say they do
not charge an initial advice fee.

Figure 14: Fewer firms are charging an initial advice fee

69%

Y

9]
%]

u2024

Don't know/ prefer not to say %2023

Q: Do you charge an initial advice fee, if yes how much do you charge?

Among those that charge an initial advice fee, the average is £1,995 up from £1,800 last year. For those charging based on a
percentage of assets, this varies from 1% to 1.5%.

5.3 Charging structure

Charging models continue to be an important point of focus in the industry and this year we have seen an unprecedented shift
in the variety of fee models used by financial advice firms. Percentage of assets remains the most common charging structure,
used by 71% of respondents’ firms, though we have seen the proportion of respondents favouring this model come down.

This contrasts with other fee structures which have all seen an increase in use year-on-year. Of particular interest is the
marked rise in the use of subscription fees, which are used by 22% of financial advice firms all or most of the time, up from just
1% in 2023. A growing number of firms are experimenting with alternative models, particularly to allow lower-touch/ lower
frequency services levels to reach different client value segments.

Figure 15: Percentage of assets is the most common charging method, but is decreasing in use compared to other
methods

71%

81 %
81%

% of assets

29%

Fixed fee 18%
15%

27%
One off charge 13%
11%

22%

Capped fee 15%
11%

22%

|

Subscription fee 1%
5% m2024
m 2023

(o)
1% 2022

Hourly rate 5%
4%

Q: How often do you use the following fee structures within your firm? (Always + Most)
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There will likely continue to be more change
on this front. As in 2023, there is a growing
trend of financial advice firms considering
making changes to their fee structure in the

Figure 16: Marginally more firms are considering making changes
to their charging structure, continuing the three year trend

20%

17%
. Yes
next year - 20% say they will make a change 11%
compared to 17% last year and 11% in 2022. -
72%
No
81%
12%
199% u2024
Don't know / prefer not to say . 2023
B 2022
5% n2021
Q: Do you plan on making changes to your fee structure in the next 12 months?

Of the respondents that say they were planning to make a
change, several have the intention to increase fees but are
not definitive on the details of the increase.

Other respondents say that their firm intends to refine the
fee structure to make the cost and value to clients clearer.

NEXTWEALTH

“We are still deciding what to increase.”

“There will be a little increase.”

“Simplify the fee structure, but the amount will remain
broadly the same.”

“Looking to restructure advice and fee proposition

for clients with less than £300,000 of assets and

will introduce a menu of fixed fee charges and offer a
monthly subscription option rather than % based fee to
ensure these clients are being served in a commercial
and fair way.”

Financial Advice Business Benchmarks 2024



6. Clients

The Consumer Duty has been a hugely impactful piece of regulation,
encouraging some firms - and forcing others - to implement plans to adjust
their value propositions, communities and business strategy.

But how do these efforts feed through to the structure and shape of the
client banks that advice firms serve?

As highlighted in section 3, there is a clear overall drive by firms to increase
the size of active clients in the client bank. But we can also observe from our
confidence index, that financial advice professionals display a high level of
confidence in delivering against these clients’ requirements - We found that
89% are confident in their ability to meet the needs of their clients.

NEXTWEALTH

ADVISER CONFIDENCE INDEX

6.1 Size and characteristics of client bank

As a starting point, we assessed the size and characteristics of financial advice firms’ client banks. The first factor considered is
the overall trend in number of active clients being served and source of client acquisition, before looking at the characteristics
that define firms’ client bank and hierarchy of clients’ advice requirements.

In 2024, the number of active clients year-on-year is rebounding from last year's three-year low. Nearly half (46%) of
respondents say that their number of active clients has increased - this is up from just over a quarter (29%) in 2023. The
health of current client bank numbers is further reflected by only 11% of respondents saying they have fewer clients this year
compared to 17% in 2023.

Figure 17: The number of active clients has rebounded 17% year-on-year

® More than last year m Around the same as last year Fewer than last year

2024 46% 11%

|

2023 29% 17%

2022 46% 5%

2021 65% 5%

2020 45% 5%

Q: How does your personal number of active clients compare to this time last year?

This could be the result of a combination of strengthening financial markets, as well as efforts by financial advice firms to target
and grow their client base through more innovative channels such as digital.
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6.2 Sources for new clients

In 2024, most clients Figure 18: Referrals from existing clients remain the most common source of new
confinue to come  client acquisition but other channels are gaining importance

from referrals - either S 49%

from existing clients or Referrals from existing clients _ 50%
professional referrals.
However, there's an 8%
increase in firms attracting
clients via the wider family Family of existing clients
network which could also
suggest  intergenerational
wealth transfers may be

Referral from professional third-party (e.g.
accountant, lawyer)

Digital marketing (social media, digital advertising)

beginning. Traditional media marketing (television,
billboards)
Incentive-based referrals 2024
2023

Orphan clients

Q: Approximately what proportion of your clients come through the following channels?

In Figure 19 we observe that more traditional, word-of-mouth referrals play a greater role for smaller firms in acquiring clients.
Meanwhile other channels - such as digital marketing, traditional marketing, incentive-based referrals and orphaned clients -
are more influential for firms with six financial advice professionals or more.

Figure 19: Referrals from existing clients remain the most common channel of client acquisition, but other
channels are beginning to play a decisive role for mid-to-large sized firms

0,
Referrals from existing clients ik

31%

I 25

13%
Referral from professional third-party 18%

(e.g. accountant, lawyer) 18%

BB

17%
13%

16%

I

5%
Digital marketing (social media, digital 9%

advertising) 14%

I 3%

Family of existing clients

1%
Traditional media marketing (television, 4%
billboards) 6%

I 5

Ll%

Incentive-based referrals b 6% m 1 adviser
- 9% w 2-5 advisers
I 14 6-50 advisers

Orphan clients 5
5% m More than 50 advisers

B

Q: Approximately what proposition of your clients come through the following channels?

I_rlll NEXTWEALTH Financial Advice Business Benchmarks 2024



Figure 20: Over half of financial advice professionals
report an average client portfolio size of £250,001 or

' L more
Figure 20 shows the reported distribution of average

client portfolio size from respondents in this year’s survey. £0 to £50,000 I 2%
The average portfolio size in 2024 is £369,689.

£50,001 - £100,000 8%

£100,001 - £250,000 21%

) ) £250,001 - £500,000 _ 29%
When asked which components of advice are most
important to their clients, peace of mind ranks top followed
by the creation of a financial plan and achieving financial More than £500,000 _ 29%
goals. In contrast, access to investment opportunities is
seen as the least important. Don't know / prefer not to say 9%

Q: What is the average portfolio size of your clients?

Figure 21: Peace of mind and having a plan that can achieve goals are seen as the most important components of
advice to clients

Peace of mind Kk

Creation of an initial financial plan aimed at the clients
goals/objectives

Achieving specific financial goals
Performance of investments

Tax savings

[N

o o & o 3= w o
® o] N o o )

Minimising the time spent on financial affairs

Assistance in making good decisions and avoiding
scams

Coaching/ education about financial decisions

Access to investment opportunities

Q: Rank the following components of advice in the order of importance to your clients
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Consumer Duty and the Retirement Income Advice Review
mean firms need to have a tighter handle on delivering a
service that meets clients’ needs and provides value for
ongoing fees. The implication is that value is more in focus
now than ever and many firms are evaluating their client
book around whether it makes sense to serve lower AUM
clients.

Figure 22 illustrates that almost half have a stated
minimum investable asset level. In terms of these
minimum levels, Figure 23 shows 79% of respondents say
that that clients are required to have £100,000 or more
to be a client. When taken into consideration with the
average client size that many firms have, this shows an
interesting dynamic. Regulation is pushing financial advice
professionals to provide more value for their clients but
according to a significant proportion of our respondents,
this isn't viable for those with under £100,000.

Figure 22: Nearly half of financial advice professionals
report their firm has a minimum investment level

Have a minimum investable
42%
asset level
No minimum asset level _54%

Don't know/ prefer not to say I 4%

Q: Do you have a minimum investable asset level that you would require for
someone to be a client of yours?

Figure 23: Almost a quarter of financial advice professionals require clients to have £100,000 to £149,000 to be a

client.

£1 - £24,999

6%

£25,000 - £49,999 3%

£50,000 - £99,999

£100,000 - £149,999

£150,000 - £249,999

£250,000 - £499,999

More than £500,000

Q: Do you have a minimum investable asset level that you would require for someone to

M NEXTWEALTH

12%

24%

12%

19%

25%

be a client of yours? Please share the amount as a number.
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7. Impact of regulation

In this section we focus on how regulatory change is continuing to re-shape
the wealth management industry.

Confidence in the relevance and capability of the regulator ranks lowest of
all factors in our confidence index this year and leads us to a one out of five
on our five point scale. This highlights that much can be done in the years
ahead to improve the sentiment of financial advice professionals when it
comes to policy governing the operating environment for financial advice NEXTWEALTH
firms. ADVISER CONFIDENCE INDEX

7.1 Consumer Duty

In response to Consumer Duty, most firms have made some change rather than an overhaul of their proposition. The most
common area where firms have made a change is in the quantity and quality of data that firms hold on clients.

In our ongoing research with financial advice professionals we often hear that Consumer Duty prompted a vast data collection
and analysis effort and we see that over two thirds (67%) of respondents said their firm made changes to improve the quantity
and quality of data their firm holds. The second highest area of change is a review of client segmentation strategy which is
covered in more detail in section 7.2.

Figure 24: Consumer Duty prompted most firms to make some changes
W Large change m Some change = No change = N/A

Improving the quar;]tci)tlycljsag(rj] 2;:2:? of data your firm 10% 33%
Reviewing your client segmentation strategy 42%
Reviewing your investment proposition 45%
Record-keeping and logging of client conversations 46%
Off-boarding unprofitable clients 47% é%
Changing your fee structure 58%
Target market strategy 61%

Decision to stop or start using an outsourced
investment partner

N
i

o~

R

Q: To what extent has Consumer Duty prompted changes for the following areas of your business?
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The impact of Consumer Duty has not been equal across different-sized firms, and was more acutely felt among large firms
with six or more client-facing advisers. Figure 25 shows the combined responses for ‘large change’ and ‘small change’. This
illustrates the rising level of impact as firm size increases, as measured by the number of client-facing advisers.

The biggest areas of difference between firm size were in making changes to target market strategy (46% difference between
firms with one client-facing adviser and firms with 50 or more) followed by the decision to stop/start using outsourced
investments (32%) and record-keeping and logging of client conversations (30%).

Figure 25: Consumer Duty impact has been greatest in large firms

m2024 1 ©2-5 m6-50 mMore than 50

79%
78%

740/ 74% 74
71% X 719¢3% 72%
67%
g 62
9% 60
58% ° 8% %
54%
2%
51% ? 49% 50%
48% 47%
1% 5%
37%
2%
24% 259
7%

Making or Reviewing your  Reviewing your Decision to stop  Changing your  Improving the  Record-keeping  Target market Off-boarding
planning changes client investment or start using an  fee structure quantity and and logging of strategy unprofitable
to the operation  segmentation proposition outsourced quality of data client clients
structure of the strategy investment your firm holds  conversations

business partner on client

Q: To what extent has Consumer Duty prompted changes for the following areas of your business?

Small firms, and sole traders in particular, are significantly less likely to make changes as a result of Consumer Duty. These
firms are less likely to have a visit from the regulator and so tend to have a lower level of regulatory scrutiny unless there is a
complaint. They also tend to have less of a need for significant oversight because regulated individuals work in one office and
can agree their approach more informally.

7.2 Client segmentation

A few years ago, firms were encouraged to consider their approach to client segmentation as a result of MiFID Il rules. This
need to have a clear proposition matched to client segments grew under Consumer Duty. Our research found that 58% of
respondents have made some change to their client segmentation strategy under Consumer Duty (Figure 25 above). This was
the highest (74%) with the largest firms compared to only 44% of firms with one client-facing adviser.

When asked what changes they made, the most common responses related to using more specific factors to better understand
and serve client needs.
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“It is a strategy
that involves dividing
customers into groups based
on specific criteria, identify
criteria, segment customer,
understand each segment,
create customer journeys. |
personalise my approach
and monitor.”

“More focus on the client bank
as a whole and broken down
using other segments now than

just FUM.”

Among firms that have a segmentation strategy in place, the common criteria used for segmentation are ‘life stage’, ‘client asset
level’ and ‘need for ongoing advice. These reflect the work that advice firms do to assess value and a need for advice among
clients.

Figure 26: Life stage and client asset level are the most common client segmentation criteria

Life stage [EEEA

Client asset level VA

Need for ongoing advice BeVAA
Profession CHEA

Location [eHFZ

Level of investment knowledge/experience N4

Willingness to engage with the advice process EYA
Vulnerability %
Contact frequency RO
Specific advice requirements e.g. business ownership BEWAA
Gender B
Communication preferences RMI0}Z

Other

There is no common factor

~N

N
o N

Don't know / prefer not to say &)

Q: Which of the following factors do you use to segment your client base?

Overall 7% say 'there is no common factor. This is similar to other research studies undertaken by NextWealth which has
shown that some firms, particularly sole traders, will take a highly bespoke approach to understanding client needs and
characteristics. This can lead them to say they do not segment their client base.
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Stronger regulatory focus, and greater awareness in general, has pushed financial advice professionals to become increasingly
cognisant of the need to identify clients with vulnerabilities.

Nearly half of respondents (47%) say they are assessing the needs of clients with vulnerabilities, but this is still developing. A
lower percentage (32%) are implementing this ambition in terms of making information easier to understand, with only 10%
identifying suitable products and services as a result.

Figure 27: Half of financial advice firms are focussed on identifying clients with vulnerabilities

Identifying clients with vulnerabilities in the existing 51%
client bank 2

Assessing the needs of clients with vulnerabilities [RE¥AZS

|dentifying new clients with vulnerabilities at 45%
onboarding i

Defining who is a client with vulnerabilities e}

Making information easier to understand for clients 30%
with vulnerabilities N

Identifying suitable products and services BN}

Customer service from the providers to support the

. . s 6%
needs of clients with vulnerabilities

Q: Which of the following areas are you most focussed on to meet the needs of clients with vulnerabilities?
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8. Investment strategies

In this section we consider financial adviser sentiment around current and
expect future use of investment strategies.

We rate financial advice professional sentiment of confidence at two out of
five on our confidence index. Whilst almost half (48%) of respondents in our
survey are confident in their ability to generate asset growth for clients, only
14% have confidence in the stability of the economy and financial markets
which impact on the investment strategy recommendations of financial NEXTWEALTH

advice professionals. ADVISER CONFIDENCE INDEX

Following the trend of recent years, multi-asset and multi-manager

funds remain the most used investment strategies for new client money.

Discretionary managed portfolio services (MPS) remain the second most

popular option. Both multi-asset and multi-manager funds uptake remain consistent with nearly equal increases in usage
across these vehicles. Notably, build your own portfolio and using single-strategy funds continue to decrease in popularity.

Figure 28: Multi-asset and multi-manager funds are the most used investment strategies for new client money

59%
55%

63%
I, 56

49%

0,
Discretionary model portfolio service _5/’

49%

I  54%

35%
42%

I, 575

(o)
Discretionary bespoke portfolio service 28%

29%

I 2024

- 19 o
0,
Single strategy funds 19% 2022

24% ®2021

I 20%

Q: Which of the following investment strategies do you use for new client money?

Multi-asset and multi-manager funds

Build rtfoli
uild your own portfolios 0%

For this year's report, we split multi-manager and multi-asset funds into distinct categories to identify significant differences
between the two. Looking ahead, we can expect allocation to multi-asset funds (and to a lesser extent multi-manager funds),
discretionary MPS and bespoke discretionary portfolios to rise fastest. Conversely, money is expected to continue to move
away from build your own portfolios and single-strategy funds.
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Figure 29: Use of multi-asset, discretionary MPS and discretionary bespoke portfolio service are expected to
increase the fastest

mIncrease mNo change = Decrease

Multi-asset funds

Discretionary model portfolio services

Discretionary bespoke portfolio services

Multi-manager funds

Build your own portfolios

Single strategy funds

Q: Do you expect to change your use of investment strategies in the future?

In last year's report, we highlighted cash as the asset class to which the largest share of respondents expected allocation to
increase over the next 12 months. Attitudes have since shifted. Figure 30 shows that respondents say that allocations to cash
will decrease. As interest rates have come back from previous highs, interest is waning in the asset class. Equities are most
widely held and most financial advisers professionals (28%) expect appetite for this asset class to increase.

Figure 30: Appetite for equities is expected to increase whilst interest in cash is waning

HmIncrease mNo change © Decrease

Equities

Fixed income

Alternatives

Property and real estate

Cash

Q: How do you expect your clients’ interest in asset classes to change over the next 12 months?
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9. Technology

Just over a half of financial advice professionals (56%) are confident in
technology innovations to make their life easier. Through other NextWealth
research, we hear optimism that existing advice tech systems are in the
process of being overhauled and updated to make processes more efficient.
Meanwhile innovations in Al are driving optimism that long standing
(integration) frustrations can be overcome as well as making reporting and
marketing processes more precise and relevant.

1]

In this section we look at the picture of (dis)satisfaction in the context of firm NEXTWEALTH
appetite for change, as well as firm feedback around tech buying intention. In ADVISER CONFIDENCE INDEX
doing so we are able to add colour to the picture of advice firm confidence,

outlined at the beginning of this report.

Further detail on the use of technology by advice firms is available in
NextWealth's Advice Tech Stack: Adviser Reviews report.

9.1 Use of technology in advice firms

Financial advice professionals are less satisfied with their tech. As Figure 31 shows, only one fifth are satisfied and not looking
to make a change. This is the lowest level since 2020.

Almost a third of respondents say that their firm will add a new technology partner or discontinue one or more tech partnerships,
underlining the desire for change this year.

Figure 31: Appetite for change is driven by low satisfaction and a desire to better support firm processes

Don't know/ prefer
not to say, 5%
|

Yes, | plan to add a
new technology
partner, 19%

Yes, | plan to
discontinue one or
more technology
—___partnerships, 4%

_ Yes, | plan to add a
/" new technology
partner and
discontinue one or
more technology
partnerships, 9%

Q: Do you intend to make any changes to the technology your firm uses in the next 12 months?
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From the verbatim analysis of the motivations for changes to technology, two thirds of

respondents say that this was
to feel that the firm is keeping up with the latest innovations.

Drivers for keeping a handle on the latest technology
focussed around three key themes:

1. Better business performance:

2. Better handling of data:

“We needed faster
systems and more
connectivity capabilities.
We need an overall
system that didn’t
have any delays in
processing.”

“To collect
better and more
granular client
data.”

3. Remaining competitive and compelling to clients by providing an efficient proposition:

The second most mentioned driver of technology change given in our survey verbatims was the specific adoption of Al to aid

process efficiencies, with 10% of respondents citing awareness of how the technology could help facilitate the firm's process.
Further detail on respondent perception of Al is given in section 9.2.
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9.2 Use of Al

Al has been in development for some time now and is undoubtedly on the radar of financial advice firms. But attitudes remain
split and the benefits and limitations of Al can lack clarity. We wanted to revisit financial advice professionals sentiment around
how they use - and expect to use - Al in the coming years.

As shown in Figure 32 the appetite to engage with Al is strong among financial advice professionals with over a quarter using/
implementing an Al solution. The increase in appetite among respondents is significant with 28% saying they are currently
using Al, up from 5% year-on-year. AlImost two thirds of financial advice professionals are not using Al, but do consider it an
area to watch (up from 44% in 2023). The view that Al is not fit for purpose has decreased from 29% in 2023 to just 7% this
year, reinforcing the overall picture of an increased perception of relevance.

Figure 32: Al is perceived as a highly relevant and compelling tool by financial advice professionals

Currently using / implementing an Al solution e

NOt USIng Al’ bUt anerea to WatCh
Not using Al, not fit for purpose

Don't know / prefer not to say l 4%

Q: What is your current view on the use of artificial intelligence (Al) as a tool for financial advice professionals and their clients?

In verbatim feedback, almost a fifth of financial advice professionals (18%) explicitly said they had changed their tech stack to
incorporate Al-based solutions.

NextWealth hosts quarterly meet-ups of financial advice
professionals to share examples of how firms have implemented
NEXTWEALTH Al in their business. Visit
to find out more and to join Al Labs.
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10. Five years on: Efficiency of delivery of advice

Since 2019, at the very outset of our series of Financial Advice Business Benchmarks reports, we have been collecting data
to illustrate the efficiency of delivery of financial advice. In that time we have seen no meaningful improvement in in how long
it takes to deliver initial advice to new clients. Despite new ways of working and huge advances in technology, three quarters
of respondents to our survey say it takes three weeks or more, or an average of 33 days, to deliver the first piece of advice to
a new client.

Figure 33: Length of time between first contact with new clients and delivering the first piece of advice or
financial plan has not improved

4% m 2024
Less than a week i w2019

21%
19%

1-2 weeks

29%
3-4 weeks

40%

46%
More than 4 weeks

38%

Q: What is the typical length of time between your first contact with a new client and delivering the first piece of advice or first financial plan to that client?

In Figure 34, we also see that one third of respondents say that gathering data from providers is the lengthiest step in the
process of generating an annual review/ planning meeting. There has been no meaningful change in this metric since 2021.
Additionally, 8% more respondents say that getting data from the client is the lengthiest step.

However where we see improvement is technology that enables the adviser to prepare the report. From our Adviser Tech
Stack, Adviser Reviews research, we heard from financial advice professionals that solutions which simplify and streamline data
input and can intuitively provide relevant high level information summaries to include in the report are compelling. Examples
include tools that automatically record, transcribe and summarise client meetings; reporting tools with fewer fields as well as
tools that can transpose data from a range of investment provider inputs.

Figure 34: Steps in the annual review and planning meeting process lack efficiencies, but improvement is being
seen in time taken to prepare the report

%
Gathering data from providers 33%
33%
L K S
19%
Gathering information for clients ° \ 2022
23% m 2021
I
40%
48%
Preparing the report
parne ° 44%
I, -

Q: What is the lengthiest step in the annual review/ planning meeting process?
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11. Methodology and respondent profiling

The results in this report are based on a survey of 340 financial advice professionals, conducted between 12 June and 14
August 2024.

In this year's sample we had a significantly higher proportion of respondents from large (firms with more than 50 client-facing
advisers). In order to provide a more accurate historic comparison we have weighted this year’s results to be in line with
distribution of financial advice firms as defined in the FCA’s Retail Mediation Activities Return (RMAR).

The charts in this section show the profile of the financial advice professionals that responded to our survey. We use the
term ‘financial advice professional’ because we want to hear views from across financial advice businesses - from planners,
paraplanners, ops and admin teams. This year’s respondent profile is similar to past reports.

81% work in businesses that are directly authorised.
39% are between the ages of 45 and 64, with over three-quarters (77%) under the age of 54.
Just over two thirds (69%) are based in the South of England or London.

Respondents represent a wide range of firms by size, based on assets under advice and number of client-facing advisers.

Directly authorised or appointed representative

Region

Appointed

representative, 19%

Scotland
20%
Nérth :Ea,st Directly aLit/horised,
Northem, Ireland ; 19% 8%
10% North West
° W 25%
Yorkshire @adFhe Humber
Easy '1\47‘;‘;3”“ Independent or restricted
West Midlands
Wales  20% » Fast offBngland
14% & 13%
London
43%
© Restricted, 15%
Sduth West Souith Eaar ;
23% 26%
Age
Under 25 - 2% Independent, 85%

65 or over - 3%

Prefer not to say l 1%
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Lrlll NEXTWEALTH

At NextWealth, we work with firms in retail wealth management to adapt to what's next in wealth. We help technology
providers, fund and asset managers, discretionary managers and providers harness the emerging trends for competitive
advantage.

We offer research, consultancy, thought leadership content and we also host events.

Our interests include financial adviser business models, the changes in technology powering wealth management and the
investment proposition and factors influencing investment choice among financial advice firms.

We track assets in discretionary MPS, adoption and functionality of wealth tech, approaches to retirement advice and
approaches to sustainable investing.

At NextWealth, we are able to draw on insights from across the market to help our clients thrive amid disruption.

Get in touch | enquiries@nextwealth.co.uk
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PANEL

Add your voice to our industry trends
and strategy research by taking part
in our NextWealth Research Panel

NextWealth exclusive adviser panel - NextWealth is a
research, data and consulting business that delivers insights
to help connect the industry to what's next-in-wealth.

Our regular report series uncovers the detail behind the
Adviser Tech Stack, Model Portfolio Series and this, our

FABBulous Financial Adviser Business Benchmarks study.

We would love your voice to be heard too as we continue to
collate the latest views and trends.

Your effort and contributions don't go unnoticed, we really
REALLY value your input so we give back to you too. As a
member of our research panel, you receive a digital copy
of each of our reports which you take part in either via a
survey or interview. You will only ever get invited to take
part 4 times a year maximum.

On top of that, we host small gatherings of adviser-only
national roundtables, to debate and collectively share ideas
on topical matters of interest. No providers, no formality -
just you and us. We would love you to come along.

To sign up click here.
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