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2 WEELFNAE T ESE AIAA KA 1Y20224F4E 4R ( Snapshot) , JFCH: The second most common fee

combination is an asset-based fee together with a performance fee (24.2% of advisers). This compensation

arrangement is particularly common in private funds; in 2022, 59.0% of advisers managing private funds were

compensated only through asset-based fees and performance fees.
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S BT NAE EE S AIAA K A BY20224E 454 ( Snapshot ) , JRICA: In 2022, approximately half of
advisers(49.6%)—and over 85% of advisers offering financial planning services-received either a fixed fee or an
hourly fee(or both).

4 BT NAE R ESH HIAA KA U202 14E4E4]  Snapshot ) , JF3C A : Compensation arrangements for the
industry overall shifted significantly in 2011, when advisers to private funds were first required to register with the

SEC.
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S BT NA FES % AIAAL A 1Y20214E4E4R Snapshot ), B3 A . Advisers may only offer performance
fees to “qualified clients” who have assets or net worth above a specified threshold.
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7 Kitces T 2017 5 & #i Wy # 5L & (Financial Advisor
Fees Comparison) #F35, AR B E P EE LK AT
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HewBExZABF I~ AENER, WA RFALY L
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(LA 12b-1 REF R BN E T 2P B3 X H
BRELERI T, aHBEEGHEGFAENBAEFANTKE
7 020%F 0.75%2 7] (R4 4 0.50%) 7, Mshm it

W% i 45 ¢ Mutual Fund Distribution Channels and Distribution Costs ) , J& 3 4 : Fund shareholders must
compensate financial professionals for their services with payments over and above the fees and expenses that
their fund is charged for the fund’s management. This compensation can be in the form of one-time sales charges
or annual 12b-1 and service fees. These annual fees are also used to compensate financial professionals and, along
with the fund’s management fees, are part of the expense ratio of share classes sold through financial professionals.
Alternatively, some financial professionals charge their clients directly for their services. These advisers typically
assess a fee amounting to a percentage of an investor’s assets managed by the financial professional. This fee
might range from 1 to 2 percent of assets per year, depending on the size of the account.

T ARBN A S % A Kitces X i R &5  Financial Advisor Fees Comparison-All-In Costs For The Typical
Financial Advisor? ) , J&3C K : the Veres study did survey not only advisors’ own AUM fee schedules, but also the
expense ratios of the underlying investments they used to construct their portfolios. And as the results reveal, the
underlying expense ratios add a non-trivial total allin cost to the typical financial advisory fee, with the bulk of

blended expense ratios coming in between 0.20% and 0.75% (and a median of 0.50%).

9



20 E P RTNGEI AL FaH, MXERANFLELY
H0.20%% HEMRBHREFHNE, RAMEEHGT 2K
T AUM E# X K 1.65%MW X% — & a4 T 1.00%H i %
7 AR 0.45%FN 7= an 18 5% 57 L A0 0.20% 17 & 5% .

% A BT SCRATA MK I B 2000 £ T 46 & 4% % [H 8 %
BEREMFRAFERESNRS FEF BT . HER
EHEFENFR, EXERNENG KT E A EZ
ETME, HRFHEERE LA Z B X 5 R 408 78R
%%, kB P LH Fl e A 2 TUEEE P~ & E 5 (5 12b-1
#HD) . XGAEURTERAEHTIIIEH, L EEMTL
ARARES, xEBMEETENE YK LI EZTE,
FEEATHRATERESR R e EL TR, 7—FH
BT RS AGHNE, ULERRERSFE, X&F
FAR AR R, R B R BT A KR i8R 4
i

(@) HREFRESFEAE, 5AUM ERAAX
LLEE T AUM 942 8 5% 4 171, 3 Bty ik & % R A

M ER KA E I — AR, BT S By 2 2 B R £ X &K
fE4m 1.00%8:, —~ 200 77 & T IK 72 # H 100 77 % G Ry K
P % AT — W3 . WA T AL R E E 200 77 % TIK
Fr % BB RO AR A T2 100 77 % Tk P R 2 AR

8 ARBINA S % H Kitces & 1 I it %5 ( Financial Advisor Fees Comparison—All-In Costs For The Typical
Financial Advisor? ) , Ji3CK: In addition, the reality is that a number of financial advisors work with advisory
platforms that separately charge a platform fee, which in some cases covers both technology and platform services
and also an all-in wrap fee on trading costs (and/or access to a No-Transaction-Fee [NTF] platform with a platform
wrapper cost). Amongst the more-than-20% of advisors who reported paying such fees (either directly or charged

to their clients), the median fee was 0.20%/year.
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O KRB B S % H Kitces & 17 I 45 ( Financial Advisor Fees Comparison—All-In Costs For The Typical
Financial Advisor? ) , J&i3C 4. Fortunately, though, recent research by Bob Veres’ Inside Information, in a survey
of nearly 1,000 advisors, shines a fresh light on how financial advisors typically set their AUM fee schedules, not
just at the mid-point, but up and down the scale for both smaller and larger account balances. And as Veres’
research finds, the median advisory fee up to $1M of assets under management really is 1%. However, many
advisors charge more than 1% (especially on “smaller” account balances), and often substantially less for larger
dollar amounts, with most advisors incrementing fees by 0.25% at a time (e.g., 1.25%, 1.00%, 0.75%, and 0.50%),
as shown in the chart below. More generally, though, Veres’ research affirms that the median AUM fee really does
decline as assets rise. At the lower end of the spectrum, the typical financial advisory fee is 1% all the way up to
$1IM (although notably, a substantial number of advisors charge more than 1%, particularly for clients with
portfolios of less than $250k, where the median fee is almost 1.25%). However, the median fee drops to 0.85% for
those with portfolios over $1M. And as the dollar amounts rise further, the median investment management fee
declines further, to 0.75% over $2M, 0.65% over $3M, and 0.50% for over $5M (with more than 10% of advisors
charging just 0.25% or less).
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DISTRIBUTION OF FINANCIAL ADVISOR AUM FEES (BY PORTFOLIO SIZE)
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10 3% F ok I FKitces X AR U & { Financial Advisor Fees Comparison—All-In Costs For The Typical Financial
Advisor? ) , W T b K HE RO Oy X A R, HcdR g O R &R R i R M dE .

https://www.kitces.com/blog/independent-financial-advisor-fees-comparison-typical-aum-wealth-management-fee/
KRB NES# H Kitces & A7 345 ( Profits Falling But AUM Fees Still Rising As Financial Advisors Defy
Robo-Competition ) , Jii3CA: Overall, the data show that since 2009 (before the robo-advisor trend), the median
AUM fee schedule continues to charge a 1% AUM fee on the first $500,000, continue that 1% AUM fee up to the
first $1,000,000, and only then begin to drop AUM fees, regarding a threshold of 0.70% at $5,000,000 and 0.50%
at $10,000,000+ of AUM. And not only have these medians remained the same at the “low” end throughout the
rise of the robo-advisor (which began in earnest in 2012), but financial advisors have generally been raising fees
on clients throughout this time period, particularly at the $2,000,000 breakpoint for “mid-range” client portfolios.
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MEDIAN RIA AUM FEE AS A % OF AUM, 2009-2016
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