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In about a decade, when a significant number of baby boomers have retired, there will
be a new market for financial advice.
Meanwhile, financial advisers can look to an increasing demand for their services, a
continued flow of new products and an expectation that they'll use the latest
technology, according to researchers at Financial Research Corp. of Boston.
Estimates on the size of this market can vary, but the latest calculations from FRC put
retiree assets at 30% of U.S. wealth in about 10 years — fivefold growth from their
current 6% share.
Baby boomers currently control about $13.3 trillion in household investible assets,
representing 53% of total U.S. household investible assets, said Luis Fleites, FRC's
director of retirement markets.
FRC analysis indicates that 55% of those assets are expected to be in "retirement
drawdown mode" in a decade, which would exceed $7 trillion, based on the boomers'
current wealth.
Understandably, firms are paying more attention to the boomers. But a recent FRC
survey of 30 firms found that firms might be missing out on a potential growth market
among affluent households. The survey included asset management and insurance
companies, record keepers and distributors, representing $15 trillion in assets.
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Firms reported allocating 58% of their investment effort toward boomers. But they are
underinvesting in developing retirement programs for those who have more than $2
million in investible assets, Mr. Fleites said. "This represents an area of growth," he
said.
Affluent clients may require more service and customization of planning, making their
accounts more labor intensive and costly, Mr. Fleites said.
Fully 33% of the firms surveyed said investment products were their biggest priority.
This represents a change from FRC's last survey in 2005, when half were focused on
income-planning services.
The industry is looking for more product solutions that require less of the adviser's
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time, the report concluded. "Part of it is getting a better product that meets the needs
that are out there. Advisers can do this, but realistically, timewise, you're not going to
have the time to do that for a large number of people," Mr. Fleites said.
Only 44% of the firms said they planned to make changes to their equity product lines,
including 30% of firms planning to improve their existing offerings and only 14% that
said they would develop something new, the FRC reported. Some 51% of firms
planned fixed-income product development, 44% planned to im-prove current
products, and only 7% planned to partner to build something new.
Overall, the survey pointed more to tweaking of existing products than to creating new
ones, Mr. Fleites said. "I think you will see more linking of existing products in new
ways," he said.
There is a growing demand for vehicles that will provide regular, predictable income
payments without having to use insurance contracts, the survey found.
Advisers, too, are expecting more diversity and maybe lower costs. "Firms are
becoming more competitive, and prices are more transparent. That will drive prices
down on existing products," said Rick Miller, a financial planner with Sensible
Financial Planning and Management LLC in Cambridge, Mass.
"I also think products such as structured products and options, and more
combinations of these products, will become much more available to individual
consumers," he said.
On the technology side, clients are going to expect their advisers to use an increasing
amount of technology to deliver the best solutions for them.

Page 2 of 3

Most — not all — hail
Schapiro pick
Opinion: Is Schapiro up
to the job?
Finra likely to look
outside for successor
Morningstar: Schapiro
will champion
transparency

Most Popular
Bernard Madoff
charged with $50
billion fraud
Colleagues shocked,
befuddled by Madoff
bust
Report: BofA to sweep
away top execs
Alleged Madoff fraud
hits Europe and Asia
EIAs to be regulated as
securities in 2011

The biggest trend is technology, said Mark Johannessen, a McLean, Va.-based
managing director of Harris SBSB of Chicago and president-elect of the Denverbased Financial Planning Association. "There is no amount of technology that can
replace the relationship with a planner," he said.
"I think you'll see a lot of in-vestment in the areas of client relationship management
software, financial planning software, and scanning and document storage."
The FPA has set up Internet-based "communities" focused on specific topics for their
members. "Technology is changing how we communicate with clients and how
professionals communicate with each other," Mr. Johannessen said.
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Technology can be a problem, too. "It can also give people a false sense of security if
they are doing things on their own," said Hal Schweiger, a financial planner with
Capital Financial Advisors LLC of San Diego. "But unfortunately, that means that you
can get yourself into trouble very quickly."
Some advisers said clients need to see them sooner. "The most common thing we
see is someone who is a year away from retiring and then comes in to see an
adviser," Mr. Schweiger said.
Sue Asci can be reached at sasci@crain.com.
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