
23The Australian Journal of Financial Planning

a Financial Standard publication Volume 2  Number 2  2007  

The dominating advice  
business of 2012

By David Fox 
Principal, Advice Centre Consulting

There are a broad range of business models that are considered “successful” 
in the financial advice industry at the moment. These range from the two 
to three person firms with revenues of $400,000 – 500,000 per annum 

and a 15-20 per cent profit to revenue ratio after market rate salaries are paid to 
the principal(s), to the seven to fifteen person firms with revenues of $1,500,000-
3,000,000 and profit to revenue ratio of 25-30 per cent after all expenses. The 
smaller firm will typically be providing single dimensional advice while the larger 
will be delivering a range of advice through both their internal capabilities and a 
number of alliances with external specialists. 

However, if we are to believe a number of the US Advice Industry’s opinion 
leaders, these models will be severely challenged to survive profitably over the 
next five to seven years. Undiscovered Managers1, who first released a research 
paper on the future of our industry in 1999, believe that a series of unstoppable 
forces over the next five years will change forever the economics and structure of 
advice businesses. In their latest paper, Back to the Future – The Continuing Evolution 
of the Financial Advisory Business published in July 2005, Undiscovered Managers 
believe that the 350 largest advice businesses in the US in 2005 will become 
between 25–50 businesses by 2012! These firms, according to Undiscovered 
Managers, will typically have revenues of $50 million per annum and $15 billion 
of client funds under advice.

Three of these “unstoppable forces” tabled by Undiscovered Managers – the rising 
salaries of talented professionals, the demand of long term employees for a share in 
the rewards of business ownership and the increasing costs of business infrastructure 
– will combine to create a fourth force, an industry wide addiction to growth as 
business owners try to retain current profit levels by gaining economies of scale.

1   Undiscovered Managers were acquired by JP Morgan prior to the publishing  
of “Back to      
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Tiburon Strategic Advisors2  in their highly respected research 
paper The Future of Advice believe the US’s 76 million baby 
boomers will shape the business model for successful advice 
businesses as they liquidate their 401(k) plans, sell their small 
businesses and downsize their expensive homes. Tiburon 
believe advice on estate planning will be the key to winning 
clients as investable assets grow to $30 trillion in the US 
by 2010.   

The Oechsli Institute3 believe that the successful advice  
business of the future will offer services in nine wealth 
management categories to satisfy the demands of clients. These 
categories include Budgeting and cash flow management, 
insurance planning, investment administration, retirement 
planning, tax planning, estate planning, charitable giving, 
private banking and education planning. They believe that 
clients of the future will not respond to financial professionals 
who essentially operate in a one dimensional capacity.

Given these opinions and research, together with the  
experience in working with a range of advice businesses 
throughout Australia, Advice Centre Consulting believe there 
will be three business models that will dominate the advice 
industry in the next five years. These business models have 
been branded The Advice Centre Model, The Integrated 
Financial Services Model and the Advice Partnership Model.

There will be a number of qualitative criteria that will 
differentiate these models from the remainder in the advice 
industry. These criteria will include:

●  The capability to attract and retain talented employees

●  The passionate belief that their product is advice

●  A pricing structure that is strongly linked to the 
value they deliver – with no relevance to the level of 
investment, the level of debt or the level of insurance 
premium

● Referrals from other professionals will not be sought 
– they will work collaboratively and in harmony with 
a range of specialist advisers often residing outside the 
business

●  Client centricity will be genuine – they will deliver 
advice through the appropriate specialist in the order of 
priority to the client. The delivery of this advice will be 
coordinated by a personal client manager who will be 
accountable for looking after the clients best interest

●  Separate accountability for the marketing and sales 
function in the business. The marketing (the capability 
to introduce prospective clients to the business) function 
will be lead by the dedicated marketing team. The sales 
(the capability to convert potential clients into clients) 
function will be lead by the most experienced advisers

●  Absolute clarity of vision and positioning. The business 
vision will be embraced by all team members and the 
business will be perfectly clear on who their clients are, 
their advice needs and how to deliver to those needs

● Clients will be totally engaged in the advice process

And there will be quantitative criteria that will differentiate 
these businesses: typical performance criteria for each business 
model are displayed in Table 1.

Each of these businesses will succeed and dominate the advice 
industry in Australia in the next five years. Other business 
models will still survive however they will have great difficulty 
in generating profit levels above 10 per cent of revenue after 
market rate salaries for the business owners are taken into 
account. They will also have difficulty in demonstrating 
growth above incremental levels as their capability to introduce 
new clients will be limited.

2.  Tiburon Strategic Advisors are a San Francisco, Californian based market research and consulting firm
3.  Oechsli Institute is a Greensboro North Carolina consulting, coaching and research firm

Performance Advice Integrated Financial  Advice 
Indicator Centre Services Partnership

Revenue $25M $15M $7M

Profit to  35% 30% 25% 
revenue ratio

Revenue per client $20K $15K $10K

Revenue per $350K $300K $250K 
person employed

Revenue from >60% >40% >35% 
initial advice 

Active clients within 70% >50% >35% 
target markets

Assets under advice $5B $3B $1.4B

New assets  $500M $300M $100M 
under advice p/a

TAble 1.  TyPICAl PerFormAnCe InDICATorS For The  
                  DomInAnT ADvICe buSIneSS moDelS oF 2012

Source: Advice Centre Consulting
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There will be a number of differences between each of the 
dominant models. The larger of the models, the Advice Centre 
Model, will have most advice specialists as employees of the 
firm. They will provide all key advice components that the 
future client will demand including advice on future wealth, 
retirement income and lifestyle, asset transfer and ownership  
succession, personal and asset protection, business strategy 
and growth and asset aquisition and debt management. They 
will be structured around key business functions such as client 
relationship management, client generation, client conversion, 
client retention, management and strategy, and administration. 
This model will evolve from the successful restructuring and 
repositioning of mid tier accounting firms and smaller financial 
institutions or the multiple merger and or acquisition of a 
number of professional services firms.  Larger businesses with 
this model will generate more than $100 million in revenue, 
however typically the revenue will be $25 million.

The Integrated Financial Services Model will differ from 
the Advice Centre model in that it will be structured around 
advice components not business functions. This model will 
be structured in divisions such as tax planning, future wealth 
planning, retirement planning, protection planning, estate 
planning and business consulting. Businesses operating with 
this model will typically evolve from second and third tier 
accounting businesses.

The smallest of the three models, the Advice Partnership Model 
will have most specialist advisers residing outside the business. 
This business will provide two or three components of advice 
to clients through employed specialist advisers but will partner 
with other specialist advice firms to deliver to the total advice 
needs of the client. These businesses will typically evolve after 
transitioning their business model from single dimensional 
“financial planning” businesses.

The advice offer of all businesses operating with either of these 
models will be similar – it will be client centric focused on the 
total advice needs of the clearly defined target markets. The 
offer will be structured from a clients’ needs perspective, not a 
business activity perspective.

Businesses that elect to operate under a different business 
model and or who choose not to grow to achieve minimum 
revenues of $7 million per annum by 2012 will be seriously 
challenged to:

●  Attract and retain talented employees

●  Achieve critical mass to gain economies of scale

● Introduce a premium pricing policy

●  Maximise the value of their business

● Deliver to the advice needs of ever demanding and 
sophisticated clients, and

●  Work effectively with other professionals

Many advice business owners currently operating successfully 
in this industry will argue that staying small allows them 
to provide a more personalised service and to build a better 
relationship with clients. They argue that they are in the 
relationship business rather than the advice business. This 
is a strong argument – but it is the same argument that the 
neighbourhood corner store proprietors used ten years ago. 
They had a much stronger relationship with their customers 
and were able to give much more personalised service than 
the giant supermarket chains or the petrol station convenience 
stores. But where do those customers shop now? 
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