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With fewer addressable clients, lower account balances, and more frustrated clients, the high-net-worth (HNW) and ultra-high-net-worth (UHNW) landscape
has changed dramatically in the past 18 months. This annual report helps firms better understand the HNW (NW>$5 million) and UHNW (NW>$50 million)
marketplace by examining client demographics, vehicle usage, market sizing, distribution strategies, advisor retention, and technology trends.

Key  findings:
• More than 27% of individuals with over $10 million in investable assets use four or 

more financial advisors, compared to 11% a year ago.

• With $3.1 trillion in HNW client assets, wirehouses control 55% of the HNW market and 
manage on average $72 million per advisor.

• HNW and UHNW individuals highly value firms with open-architecture approaches and will 
seek firms that offer best-of-breed solutions.

• Amidst industry layoffs, 42% of wealth managers reported an increase in staff size in 2009.

• Multi-family offices are projected to grow the fastest of all wealth managers—reaching 
$461 billion by 2013.

Exclusive  data:  

• Fee structures and best practices

• Pending regulatory changes and the effect on HNW investors

• Current and projected high-net-worth provider AUM through 2013

• Services provided by HNW providers

• Average client AUM per advisor by HNW provider type

• Asset-allocation trends by provider type

INSIDEINSIDE LOOK:LOOK:

Source: Cerulli Associates
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The  following  are  examples  of  how  this  report  can  be  applied  to  business  planning  and  strategic  decision-mmaking:

Scenario  1:  A broker/dealer is focused on making their firm more profitable in the wake of the market turmoil. They want to understand how other wealth
providers have cut costs. Cerulli  Quantitative  Uppdate:  High-NNet-WWorth  and  Ultra-HHigh-NNet-WWorth  Markets answers the following questions:

• What type of services are typically outsourced, and what the benefits of outsourcing?
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• What type of technology can be implemented to save money?
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wirehouses and private client groups. Cerulli  Quantitative  Uppdate:  High-NNet-WWorth  and  Ultra-HHigh-NNet-WWorth  Markets answers the following questions:

• What type of HNW individuals do wirehouses and private client groups typically serve?
• How do HNW providers differ in their portfolio-construction techniques?
• What percentage of accounts at private client groups and wirehouses are open architecture?
• How much in assets does the average HNW advisor control?

Scenario  3: An asset manager wants to better understand the needs of HNW individuals and providers so they can potentially distribute to this client base.
Cerulli  Quantitative  Uppdate:  High-NNet-WWorth  and  Ultra-HHigh-NNet-WWorth  Markets answers the following questions:

• How many assets does each type of provider control?
• Which HNW providers are the most amenable to third-party managers?
• How have investing styles of the HNW changed in the past 18 months?
• How many providers do HNW typically have?
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Cerulli’s wealth tiers segment the U.S. wealth market into seven tiers, segmented by household investable assets and total net worth.

High-net-worth (HNW) wealth begins at $5 million in net worth or $2 million in investable assets and ultra-high-net-worth (UHNW) wealth
begins at $50 million in net worth or $20 million in investable assets. CA’s wealth tier metrics are typical parameters and are not designed to be hard-
and-fast rules. For instance, an individual could have $500,000 in investable assets, but still be considered high-net-worth if non-financial assets exceed
debt by at least $5 million. 

Analyst Note: The difference between net worth and investable assets is due to the fact that wealthy individuals often have non-liquid assets such as real
estate, cars, art, and privately held businesses.
Key Implication: Wealth managers should examine both a client’s net worth and investable assets when pursuing relationships and consider whether that pro-
file aligns with the service offering and fee structure. A wealthy business owner may not have a high level of investable assets, but may be looking for business
management services, coupled with estate and risk planning. Such a client might be a good fit for wirehouse advisors able to leverage their firms’ investment
banking arms.

Name of Tier Investable Asset Range Net Worth Range Client Needs/Description
Ultra-high-wealth market >$20m >$50m Family office services

High-wealth market >$10m-$20m >$25m-$50m
Increasingly complex product set (e.g.,  direct 
hedge fund investment), wealth preservation, 
estate planning

Wealth market >$5m-$10m >$10m-$25m
Increasingly complex product set (e.g.,  direct 
hedge fund investment), wealth preservation, 
estate planning

Affluent market >$2m-$5m >$5m-$10m
Increasingly complex product set (e.g.,  FOHF), 
need shifts to preservation from accumulation/ 
distribution, estate planning

Mass-affluent market >$500K-$2m >$1m-$5m Accumulation, holistic distribution, more complex 
product set (e.g.,  separate accounts)

Middle market >$100K-$500K >$250K-$1m Advice, accumulation, holistic distribution

Mass market ≤$100K ≤$250K Accumulation, maximize income

High Net 
Worth

Ultra High 
Net Worth

EXHIBIT 1.01
Cerulli Wealth Tiers, 2009
Sources: Federal Reserve, Cerulli Associates
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According to a Registered Rep survey, 72.6% of UBS and 60.8% of Wachovia/A.G. Edwards advisors have become jaded with respect to financial
products in the wake of scandals involving asset-backed and auction-rate securities. Damning allegations uncovered in emails published in the finan-
cial press created particular headaches for UBS.

Comparatively, 46.9% of J.P.Morgan advisors have increased skepticism with regards to structured products, while just 14.2% of Edward Jones
advisors reported such feelings. The latter comes as less of a surprise, since Edward Jones brokers are known to keep things simple, use a more limited
product set, and focus on the client.

Key Implication: While most broker/dealers have gone open architecture, numerous conflicts of interest still exist across various business lines. At the risk of
stating the obvious, such conflicts alienate advisors and clients alike.
Cross Reference:Exhibit 5.06, Exhibit 5.08
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EXHIBIT 5.05
Advisors Reporting Increased Skepticism in Financial Products in the Wake of Asset-backed and Auction Rate Securities Scandals by Firm, 3Q 2008
Sources: Registered Rep. Magazine, Cerulli Associates
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Ultra-high-net-worth investors and their advisors are increasingly viewing their allocations through a liquidity lens.For example, in the exhibit
above, while the $10 million allocation to the ultra-short fund could be considered “Cash” from a traditional asset allocation framework, if the adviser
requires 30 days notice to withdraw funds, then the funds liquidity might be better described as “Moderate.” Conversely, while exchange-traded funds
(ETFs) and futures might have high beta risk, from a liquidity perspective, they offer little risk, as such portfolios have a “High” degree of liquidity.

This analysis does not necessarily mean that UHNW investors will not tolerate illiquid investments: on the contrary, many recognize the necessary
tradeoff between liquidity and long-run expected returns. It does, however, mean that investors are being more cognizant about which assets are readily
available to them. Since credit has dried up, and so-called “signature loans” are no longer available, UHNW don’t want to have their hands tied, should the
family business need funding, or other unexpected obligations should surface.

Key Implication: Increased liquidity concerns may not result in wholesale allocation changes on the part of UHNW investors, but will more likely involve
increased used of more liquid vehicles, and more ongoing monitoring and reporting. Liquidity, quite simply, will become an objective in itself.

Investment Vehicle
Assets

($ milllions)
Cash/Short-term

T-Bills $10
Ultra-short fund $10
Deposit accounts $10

Fixed Income
Core separate accounts $40

Stock
Concentrated stock $40
Institutional mutual funds $5
Equity separate accounts $15

Alternatives
Hedge funds $20
Private equity $20
Futures/ETFs $15
Collectibles/Art $15
Total $200

Investment Schedule
Traditional Asset Allocation Analysis

Cash
15%

Bonds
20%

Stocks
30%

Alternatives
35%

Liquidity Analysis

High
20%

Moderate
52%

Low
10%

Very low
18%

EXHIBIT 10.13
Asset Allocation Viewed Through a Liquidity Lens, 2009
Source: Cerulli Associates
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With $3.1 trillion in high-net-worth client assets, wirehouse firms control 55% of the HNW market.Bowed but not broken, these four firms (Bank of
America Merrill Lynch, Morgan Stanley Smith Barney, UBS, and Wells Fargo) control the majority of industry assets.

Traditional private client groups control 40% of industry assets, or just more than $2.2 trillion. While this group has seen growth in marketshare
from trust companies, and from nonwirehouse Wall Street firms (Goldman Sachs and J.P.Morgan), some losses in marketshare came from the implosions
of Bear Stearns and Lehman Brothers.

At $286 billion, multi-family offices (MFOs) control just 5% of HHW assets. However, MFOs increased marketshare by almost 2% year-over-year as
they avoided many of the landmines which larger firms fell victim to in 2008. MFOs have done especially well in their area of focus, typically in the $100
million-plus client segment.

Key Implication: Having addressed their financial stability in 2008, wirehouse firms must now turn to the task of assuaging advisor and client concerns to
reestablish their brands.
Cross Reference:Exhibit 3.03

Traditional PCGs, $2,272 , 39.9%

Wirehouses, $3,142 , 55.1%

Multi-family offices, $286 , 5.0%

EXHIBIT 3.02
High-Net-Worth Provider Marketshare by Firm Type, 2008
($ billions)
Sources: Family Wealth Alliance, Barron’s, Cerulli Associates
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Cerulli Quantitative Update: High-Net-Worth and Ultra-High-Net-Worth Markets 2009 is the second
in a series of annual CA reports focusing on the high-net-worth and ultra-high-net-worth marketplaces.
Intended for U.S. wealth managers (wirehouses, brokerages, trust companies, private banks, multi-fami-
ly offices and Registered Investment Advisors) and asset managers (mutual fund companies, hedge
funds, institutional, and separate account managers), this report examines the current state of U.S. high-
net-worth and ultra-high-net-worth markets with respect to client demographics, services offered, vehi-
cle usage, market sizing, competition, distribution strategies, advisors retention, client satisfaction, and
technology trends. The report profiles several types of business models offered, running the gamut from
trust companies relying exclusively on in-house management, to multifamily offices offering open
architecture in investments, as well as other services (e.g., legal advice, risk management). 

A proprietary survey of family offices, wirehouses, brokerages, trusts, private banks, and high-end RIAs
is the foundation of this report. For information on participating in this survey, and other recurring CA
surveys, please visit the following website: (www.cerulli.com/surveys)

In addition to proprietary survey data, CA analysts compiled information from numerous third parties,
publications and government entities, such as the Federal Reserve’s Survey of Consumer Finance. This
year, given the tremendous turmoil in the marketplace, our research also draws on investor satisfaction
data collected through a partnership with Phoenix Marketing International, as well as broker turnover
and related trends detailed in The Cerulli Report, Advisor Migration: the Changing Landscape of
Retail Distribution.

In general, CA’s opinions and perspectives are shaped by a robust methodology that includes:
Industry understanding: All Cerulli analysts come to the firm with background shaped by rele-
vant experience at leading financial services firms, which contributes to the internal pool of indus-
try knowledge fed by more than 15 years of proprietary research and consulting

Quantitative analysis: CA maintains an online, password-protected survey engine as part of a vol-
untary, information-sharing relationship whereby participants complete confidential surveys in
exchange for an aggregate summary of key findings. All information is presented in aggregate form
and proprietary survey information in not directly attributed to participants. Where possible, or
where required by the need for information on a specific niche or demographic, we also draw upon
relevant third-party data.

Qualitative research: Cerulli analysts conduct background research interviews with industry exec-
utives and advisors in a confidential manner, which allows for candid commentary regarding the
state of the U.S. private wealth landscape and major trends driving change.

Introduction & Methodology
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Competitors in the wealth management space vary dramatically in terms of the scope of their service offering. For example, AllianceBernstein pri-
marily fits the “money manager” or “investment counsel” mode, focusing on tax-aware investment management for high-net-worth (HNW) clients.
Though the firm does provide some ancillary services, the model is closed architecture, and driven largely by the strength of the proprietary offerings.
Wealth managers in this mold tend to have lower potential revenues, but higher levels of profitability.

At the other extreme lie multi-family offices (MFOs) such as Bessemer Trust, which offer a full suite of services, including trust services, business
planning, legacy planning, and family wealth-stewardship. Some of these services require a very high-touch approach, and demand that the wealth
manager retain experts with a very deep knowledge base.

In between these two extremes (AllianceBernstein and Bessemer Trust) are business models such as that of William Blair or wirehouse firms
(Morgan Stanley). The former offers investment banking services, and in recent years, developed an open-architecture investment offering. For wirehouse
firms, financing and capital markets capabilities are very extensive. In addition, wirehouse firms have built out or acquired multi-family offices, which
cater to UHNW investors. However, the services offered by wirehouse family offices tend not to be available to the general HNW client base.

Key Implication: Fee model, addressable client base, and profitability will hinge largely upon the extensiveness of the wealth manager’s service offering.
Cross Reference: Exhibit 3.10, Exhibit 3.16, Exhibit 3.17, Exhibit 3.19, Exhibit 3.20, Exhibit 3.21, Exhibit 3.22, Exhibit 3.23

AllianceBernstein Private 
Client Services

Morgan Stanley/
Smith Barney

William Blair

Investment-Only
Full-Service Wealth 

Manager

Bessemer
Trust

EXHIBIT 3.01
Service Provider Spectrum, 2009
Source: Cerulli Associates
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Over one-third (34%) of HNW providers will attempt to renegotiate their fees if a client becomes unprofitable. Firms should regularly examine
the time and money it takes to service each client by keeping careful records, reassessing fees on a yearly basis with the client to validate the resources
they are using.

Roughly one-quarter (24%) of wealth managers deal with unprofitable clients by scaling back the services offered. Eliminating some services can be
a mutual decision and the client can decide to use external providers for specialized services such as concierge and bill pay.

Just 12% of providers terminate unprofitable clients. This is a drastic decision, and most providers told Cerulli that they only follow through with this
action if all other options have been explored. Wealth managers also reported that most of the clients they terminate are difficult ones.

Key Implication: Wealth managers should tread carefully when making exceptions or pricing relationships based on the promise of expected future liquidity
events. Best practices include structuring the initial account agreements with higher fees coupled with temporary fee waivers which expire after a certain date.
Building in contingent waivers at the outset of the relationship may be preferable to the awkward conservations that occur when a client fails to bring over
promised additional assets.

Renegotiate fees
35.3%

Scale back services offered
23.5%

Limit the amount of time 
spent with the client

17.6%

Terminate the client if 
ultimately necessary

11.8%

Other
11.8%

EXHIBIT 6.05
Wealth Managers: Most Effective Approach Taken When Clients Become Unprofitable, 3Q 2009
Source: Cerulli Associates




