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The wealth advisory industry is undergoing significant change
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1 The industry move to the highest fiduciary standards is here to stay

2
Asset a shifting to fee-based and portfolio construction is becoming a critical 

element of an advisor’s value proposition

3
In a fee-based world, advisors demand investment strategies that offer quality and 

value

4
Portfolios built with active and passive strategies are key to managing risk and fee 

budgets

5 The emergence of digital wealth technologies offers advisors the opportunity to scale

Note: This material represents an assessment of the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future 

results. This information should not be relied upon by the reader as research or investment advice regarding the funds or any security in particular.
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Global Assets Under Management Growth
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..while Net Flows were flat at 1.5%
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Source: BCG Global Asset Management Market-Sizing Database, 2016

3
FOR INSTITUTIONAL INVESTORS AND FINANCIAL INTERMEDIARIES ONLY 

PROPRIETARY & CONFIDENTIAL - NOT FOR PUBLIC DISTRIBUTION

LAI0917L-259396-777622



In 2014, Wealth Managers major 

concerns were..

..and in 2017 the situation is 

the following:

Regulation

The Industry paid closed attention 

to the changes required in US and 

Europe, but lack of clarity around 

the implementation phase

Still a burden for organizations, 

but they realize that forces put in 

place are not going to stop

Technology
Focus on the appearance of 

“Robo-Advisors”

Now in the age of digitization the 

focus is on ‘front-end’ client 

experience, risk management 

tools and hybrid advice

Margin 

Compression

Execution-only and traditional 

advisory challenged

Fee-based advisory on the rise in 

Europe & US

Product mix begins to change

‘Barbelling’ acknowledged

Rapid growth of fee-based advisory

Significant acceleration in indexed 

investing

Rise of multi-asset/outcome 

oriented investing

Source: BlackRock Wealth Management Industry Surveys, 2014 and 2017
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It is an advantage to have all this 

regulation, because we see that it 

is more difficult for smaller players 

to keep up with it. It’s more difficult 

for new entrants to become 

successful. So if you have an 

established operation, then 

regulation is also helpful

“

“

Three forces are disrupting the value chain

5

A new client 

proposition

Regulation

Technology
Margin 

Pressure

- Rabobank

For illustrative purposes only
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United States Europe

 Department of Labor 

(DoL) Fiduciary Rule –

Enforces best interest 

clause and fiduciary 

standards

 Municipal Bonds and 

MSRB Rule Changes –

Requires brokerage firm 

pricing disclosure on bond 

trades

Index and ETF; managed FI

Fee-based model

Contraction in advisors & fees

Advice gap for smaller accounts

 Retail Distribution 

Review (RDR)

 Ban on retrocessions 

(rebates from asset 

manager)

 Eliminate bias towards 

particular investment 

products and solutions

 Transparency

United Kingdom

Multi-asset outcomes

Guided architecture

 Markets in Financial 

Instruments Directive 

(MiFID II)

 Ban on inducements

 Increased focus on 

investor protection

 Fee transparency and 

advisory model changing 

asset management

6

Regulation

Regulators are driving a shift to fiduciary standards & fee-based globally

Source: BlackRock, as of August 2017
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Wealth managers need to 

increase the real and perceived 

value they provide

Transparency: The focus is on pricing

7

Investment 27,000 USD

There is a strong interest on the part of the regulators worldwide to offer products in 

a transparent, efficient and clear way to the customers. It is in the interest of banks, 

regulators and clients to do so.

“ “

Product cost (annual) 327 USD

Investment services costs (annual) 497 USD

Projected costs over 5 years 4,126 USD

Average cost per year 3% 

Cost given to the client by 

the financial institution
The investment 

seems expensive ...

Regulation

- Citi Consumer Bank, March 2017

Source: BlackRock, March 2017, For illustrative purposes only.
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Cross-selling 

of investment 

products to 

existing 

customers

Increase 

revenues by 

moving 

deposits to 

managed 

assets

Introduce index 

or sub-advised 

to reduce costs

Benefit from 

proceeds from 

the sale of 

captive funds

Define a 

strategic 

relationship 

program to 

leverage asset 

managers

8

Challenge: Replacing income from lost retrocessions

Regulation

Strategic 

relationship 

model

Internally 

managed 

asset growth

Lower cost 

investment 

solutions

Conversion 

of liquidity 

into 

managed 

assets

Expand the 

breadth of 

the proposal 

to the 

customer 

base

Develop 

differentiated 

advice 

proposal that 

creates 

perceived value

Value 

Proposal

Source: BlackRock. March 2017. For illustrative purposes only.
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Suitability: Aligning risk profiles with portfolio risk

9

Regulation puts suitability front and centre for Wealth 

Managers 

The ability to monitor the suitability of investment 

recommendations over time is a core requirement:

• Match between risk profile and portfolio risk

• Understanding risk deviations in portfolios 

• Justification for recommendation if questioned by 

regulator

• Wealth Managers wrestle with appropriate data to 

include in reporting

Identifying portfolio outliers

Stress testing portfolios
The role of risk technology

• Identifying accounts which lie outside their risk 

profile bands 

• Notification and remedial action 

Regulation

Source: Aladdin Risk Monitor as of June 2017 (illustrative purposes only)

“

“

Firms must obtain the following information from a client 

or a potential client before providing the above services: 

its knowledge and experience of the investment field 

in which the investment advice or portfolio management 

is to be offered; its financial situation including his 

ability to bear losses; and its investment objectives 

including the risk tolerance.

NORTON ROSE FULBRIGHT, MIFID II ACADEMY: 

SUITABILITY AND APPROPRIATENESS, 2016
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Aligning the offering with the cost to serve

10

Regulation

You have to really look at your client base and have a very segment-specific offering, and 

then cater to the various segments in specific ways“

“

- Deutsche Bank Wealth Management

UHNW

HNW

AFFLUENT

MASS MARKET

HIGH ALPHA
SEG MANDATES

ILLIQUIDS

OUTCOME ORIENTED

THEMATIC

LIFE-PLANNING

DIGITAL DELIVERY

LOW COST SOLUTIONS

SOLUTIONS

ROBO

WEALTH 

MANAGER

END 

CLIENT

Source: BlackRock as of June 2017. For illustrative purposes only.

FOR INSTITUTIONAL INVESTORS AND FINANCIAL INTERMEDIARIES ONLY 

PROPRIETARY & CONFIDENTIAL - NOT FOR PUBLIC DISTRIBUTION

LAI0917L-259396-777622



Three forces are disrupting the value chain

11

A new client 

proposition

Regulation

Technology
Margin 

Pressure

The big issue is how can we deliver 

the same kind of value through 

digitization that people used to 

accustom to their personal advisor, 

and how can we use digitization to 

empower the advisor so we still 

have a role to play.

“

“

- Danske

For illustrative purposes only
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Digitalising The Bank Value Chain

• Custody

• Clearing/  

Settlement

• Reporting

• Trade  

Optimization

• Management  

Reporting

• IT processes

• Compliance

• Risk  

Management

• CIO

• Model Portfolio

• Asset Allocation

• Research

• Discretionary  

Portfolio  

Management

• Advisory

• Execution only

Back  

Office

Middle  

Office

Investment  

Engine

Front  

Office

RM

Banker

COMMON DATASET

Apps

End  

Client

Technology

12

For illustrative purposes only
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Client experience and relationship management are the next big industry focus

Client interfaces Digitalisation of client interaction New solutions and infrastructure

2017

2020

52%44%

64%

52%

38%

We are investing in robo-advising to make it easier to offer the service to smaller clients, but 

also investing in apps to improve portfolio insight for all clients. So technology is important 

to make the offering cheaper, more profitable, or to keep it profitable

“ “

Technology

- Rabobank

Focus of technology investments
% respondents (selected all categories that apply, out of a total of 6) 

Source: Blackrock Wealth Management Industry Survey 2017

68%
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The most successful robo-providers combine human and digital advice

Vanguard

Schwab

Betterment

Wealthfront

Personal Capital

Q1 2015: $21.6B

$0.8B

$1.7B

$2.1B

$1.2B

Q4 2015: $42.4B

$5.3B

$3.3B

$2.8B

$1.8B

Q4 2016: $70.3B

$4.0B

Source: Company websites, “A Tour of the Top 10 Robos,” January 24, 2017. http://www.etf.com

$17B

$12.3B

$4.3B

$47B$31B

$6.7B

Technology

14

AUM for selected large robo-advisors

Factors for 

success 
Brand

Existing 

Client Base

Existing 

Infrastructure

Regulatory 

Tolerance

Tech 

Innovation
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Wealth Managers see Robo supporting, not displacing, human advisory

For illustrative purposes only.

Technology

Hybrid RoboHuman

• Relationship-driven

• Face to face meetings

• Improving the delivery of human 

advice via technology

• Access to an advisor periodically

• Online investing only

• Automatically recommends/provides 

guidance on investment products

Source: BlackRock as of June 2017. For illustrative purposes only 
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Looking forward, wealth managers will automate what can be automated, 

and focus valuable FA time on high value activities like financial coaching

Wealth Advisory Business 

Model: 1990’s

 Advisors valued for their 

individual investment expertise

Source:  Citi Business Advisory Services as of August 2017

 More functions handled via the 

wealth platform

 Increasing focus on relationship 

services

 Decreasing importance of 

individual investment expertise

 Shift to more technology-driven 

wealth platform that performs 

key investment functions

 Advisors acts as private banker, 

providing life services and 

coaching clients

Wealth Advisory Business 

Model: Current
Wealth Advisory Business 

Model: Future

Technology
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Digital improves the experience for both the client and the advisor

17

Advisors who integrated technology into their practice saw:

Source: *Fidelity, 2016. +McKinsey, 2016

24%
higher

earnings*

5 –10x
Higher client 

satisfaction+

42%
More assets 

under 

management*
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Three forces are disrupting the value chain

18

A new client 

proposition

Regulation

Technology
Margin 

Pressure

In the long term we cannot offer 

clients services, such as DPM, 

with a total ownership of 1.5 

percent a year: that is too high 

and it will probably move to 1 

percent. This 1 percent will be 

shared by asset managers, 

private banks, and other 

suppliers of services in the chain. 

“

“

- Danske

For illustrative purposes only
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The growth of Passive

Index Investing Goes Mainstream
As technology and data improves, so does our ability to precisely capture and replicate exposures that 

allow access to a broader range of investment outcomes 

19

Megatrends and Thematics

ESG and Impact 

Source: AUM Chart: Citi Business Advisory Services estimates based on Global Asset Management 2016: Doubling 

Down on Data, The Boston Consulting Group, Dic 2016

Source: Flows: Citi Business Advisory Services based on data from eVestment, Preqin, HFR, Strategic Insight, 

BlackRock ETP report, IMA, OECD, Towers Watson, P&I Lipper, Dic 2016

Fixed Income 

Smart Beta 

• >$500B inflows in last 5 years

• Applications and user base expanding from deep 

retail through to Credit HFs and asset owners

• In 2016, $1 in every $3 invested into 

UCITS Equity ETFs was in smart beta

• Factor implementation becoming 

mainstream in portfolios

• >$1.5B invested in Robotics and Automation 

ETFs ($0 in 2012)

• New index innovation allows investors to 

capture economic impact of long-term trends 

(i.e. robotics, ageing populations, etc.)

• Sustainable Investing ETFs >$9B in 2016, 

up from $3.3B in 2012 

• From “nice to have” to an essential 

requirement of many investors across 

markets

Growth in Passive AUM & 

Passive as Percent of Total Industry AUM

$2.6T

$4.0T

$6.9T

$11.0T

7.2% 9.3% 11.9% 15.4%

Margin Pressure
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The new Active opportunity

20

Solutions / Multi Asset

Active Core

Alternatives

Active Specialties

• Global assets quadrupled from 2003-2015 ($2T to $8T)

• Hedge funds remain a key component of the universe, 

private asset classes are growing in prominence and 

Retail clients maintain strong appetite for UCITS alts

• Growth rate significantly faster than Active 

Core (2008-2015 CAGR 9% vs. 4%)

• Proven demand for alpha generation and 

exposures that are difficult to replicate

• Renewed desire to build satellites with high 

conviction strategies

Global Active AUM, 

by product type, $T

Margin Pressure

• In Developed Markets sub-advised AUM grew 

17% pa since 2010 

• Solutions on the rise, especially given high 

penetration rates in mass affluent and HNW

• Challenged by ETF and index offering

• Forecast to account for -41% of global active asset 

management flows between 2016-2020

• Next innovation frontier in low cost / low tracking error, 

catalysed by technology

Estimated share of 

active net flows %

4 9

21

28

9

16

5

8

2008 2015

12%

4%

9%

7%

-41

89

12

41

2016-2020

CAGR

39

61

Source: AUM Chart: Citi Business Advisory Services estimates based on Global Asset Management 2016: Doubling 

Down on Data, The Boston Consulting Group, Dic 2016

Source: Flows: Citi Business Advisory Services based on data from eVestment, Preqin, HFR, Strategic Insight, 

BlackRock ETP report, IMA, OECD, Towers Watson, P&I Lipper, Dic 2016
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Moving from individual exposures to solutions
Putting the needs of the investor first is becoming mainstream

From a focus on single products and performance.. ..to a solution based on outcomes and goals

Euro 

Equities

US

Equities

Infra
Private

Equity

EM

Debt

Sovereign

IG Debt

Corporate

Debt
HY

Debt

Margin Pressure

Factors 

driving 

solutions 

adoption

From performance 

to outcome 

and goals

More scalable 

approach to client 

segments

Greater ability to 

explain outcomes 

to clients

Value for money

1 3 42

Illustrative purposes only

Source: BlackRock as of June 2016 For illustrative purposes only  

FOR INSTITUTIONAL INVESTORS AND FINANCIAL INTERMEDIARIES ONLY 

PROPRIETARY & CONFIDENTIAL - NOT FOR PUBLIC DISTRIBUTION

LAI0917L-259396-777622



Three forces are disrupting the value chain

22

A new client 

proposition

Regulation

Technology
Margin 

Pressure

A quality counterpart [must] be 

able to share information, share 

risk knowledge, work in a value 

chain to provide a consumer 

product and to do that in an 

open, transparent, fiduciary way 

at the right price

“

“

- Embark

For illustrative purposes only
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Complementing my  captive manager

Quality of reporting

Pricing

Breadth of product

Ability to tailor  bespoke solutions

Risk management

Distribution  training and support

Exclusivity

Technology  (front or back end)

Thought leadership

Partnership Model: Wealth managers are asking for more 

from fewer asset manager partners

Insights

16%

26%

10%

10%

24%

30%

20%

22%

26%

36%

42%

Quality of client servicing

Product Capabilities (incl. Pricing)

Marketing and Sales Support

Technology and Risk Management

Service providers differentiate themselves by understanding our 

business model, taking time to build the relationships with the 

people within our organization – by listening. Product will be the 

end result of a deep knowledge of an organization. 

- Citi Private Bank

“ “

I expect a quality counterpart to be able to share information; 

share risk knowledge; work in a value chain to provide a 

consumer product; and to do that in an open, transparent, 

fiduciary way at the right price….The real shame is that the vast 

majority don’t think like that and, even when they do, they can’t 

deliver it. 

- Embark 

“

“
I need vendors who try to understand my situation before they 

try to sell in. And that’s where the ‘partnering’ word is very 

important, that we could develop stuff together, and grow 

stronger together.

- Danske

“ “

Performance matters, pricing matters, reputation matters, quality 

of managers matters. Increasingly, it’s the service proposition and 

the ability for the managers we work with to be aligned in 

terms of what we’re delivering and how we’re delivering solutions 

to our clients.

- Citi Consumer Bank

“ “

Proposition
A new client

Important attributes when partnering with Asset Managers
% respondents (select up to 3 categories out of a total of 11) 

Source: Blackrock Wealth Management Industry Survey 2017
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A lot of ongoing industry changes are discussed... but these trends aren’t new

24

Early adapters gain 

advantage

Shift from products 

to portfolios

Tech promises to fill 

the advice gap

Tremendous fee 

pressure surfaces

For illustrative purposes only

What we’ve learned from regulation shifting our global clients to maintain higher fiduciary standards
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Disclaimer

The information contained herein is for informational purposes only and is not intended to be relied upon as a forecast, research or investment advice, and is not a

recommendation, offer or solicitation to buy or sell any securities or to adopt any investment strategy. An assessment should be made as to whether the information is

appropriate for you having regard to your objectives, financial situation and needs. Reliance upon information in this material is at the sole discretion of the reader. Investment

implies risk, including the possible loss of principal.

In Latin America for institutional investors and financial intermediaries only. This material is for educational purposes only and does not constitute an offer or solicitation to sell or a

solicitation of an offer to buy any shares of any fund or security and it is your responsibility to inform yourself of, and to observe, all applicable laws and regulations of your relevant

jurisdiction. If any funds are mentioned or inferred in this material, such funds have not been registered with the securities regulators of Brazil, Chile, Colombia, Mexico, Panama, Peru,

Uruguay or any other securities regulator in any Latin American country and thus, may not be publicly offered in any such countries, except for Chile where certain funds have been registered

with the Superintendencia de Valores y Seguros for public offering and in Mexico where certain funds have been listed on the Sistema Internacional de Cotizaciones (SIC) exchange of the

Bolsa Mexicana de Valores. The securities regulators of any country within Latin America have not confirmed the accuracy of any information contained herein. No information discussed

herein can be provided to the general public in Latin America. The contents of this material are strictly confidential and must not be passed to any third party.

In Colombia, the sale of each fund discussed herein, if any, is addressed to less than one hundred specifically identified investors, and such fund may not be promoted or marketed in

Colombia or to Colombian residents unless such promotion and marketing is made in compliance with Decree 2555 of 2010 and other applicable rules and regulations related to the

promotion of foreign financial and/or securities related products or services in Colombia. In Peru, this private offer does not constitute a public offer, and is not registered with the Securities

Market Public Registry of the Peruvian Securities Market Commission, for use only with institutional investors as such term is defined by the Superintendencia de Banca, Seguros y AFP. In

Chile, the sale of each fund not registered with the SVS began on the date as indicated for such fund as described herein and the sale of such securities is subject to General Rule No. 336

issued by the SVS. The subject matter of this sale may include securities not registered with the SVS; therefore, such securities are not subject to the supervision of the SVS. Since the

securities are not registered in Chile, there is no obligation of the issuer to make publicly available information about the securities in Chile. The securities shall not be subject to public

offering in Chile unless registered with the relevant registry of the SVS.

For investors in Iberia. This material is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any 

financial instrument or product or to adopt any investment strategy. Certain funds managed by BlackRock, Inc. or its affiliates are registered for distribution in Spain. Additionally, certain funds

are registered for distribution in Portugal. In Spain the Prospectus for each registered fund has been registered with the CNMV. In Portugal, certain share classes of certain funds are 

registered with the Comissão do Mercado de Valores Mobiliários (CMVM) and the Prospectus for each registered fund has been registered with the CMVM. No securities regulator in Spain or 

Portugal has confirmed the accuracy of any information contained herein. This document contains BlackRock, Inc. products or services that might be offered directly or indirectly within the 

Andorran jurisdiction, and it should not be regarded as solicitation of business in any jurisdiction including the Principality of Andorra.

This material has been produced by BlackRock, Inc. for use by Third Party Distributors where they have the appropriate authorization to market the products and use this material.

BlackRock, Inc. takes no responsibility for this marketing activity. This material is restricted to distribution to Non-U.S. Persons outside the United States within the meaning of Regulation S

under the U.S. Securities Act Of 1933, as amended (the "Securities Act"). Any securities described herein may not be registered under the Securities Act or with any securities regulatory

authority of any state or other jurisdiction and may not be offered, sold, pledged or otherwise transferred except to persons outside the U.S. in accordance with Regulation S under the

Securities Act pursuant to the terms of such securities. In particular, any UCITS funds mentioned herein are not available to investors in the U.S. and this material cannot be

construed as an offer of any UCITS fund to any investor in the U.S.

BlackRock cautions that forward-looking statements are subject to numerous assumptions, risks and uncertainties, which change over time. Forward-looking statements speak only as of the

date they are made, and BlackRock assumes no duty to and does not undertake to update forward-looking statements. Actual results could differ materially from those anticipated in forward-

looking statements and future results could differ materially from historical performance. Please note all information shown is based on assumptions, therefore, exclusive reliance on these

assumptions is incomplete and not advised. The individual asset class assumptions are not a promise of future performance. This material presents analysis as of the date on the front page

of this report, and may change as subsequent conditions vary. Any analysis or projections contained in this work product are advisory and estimated in nature and are based on assumptions

and models. The information and opinions contained in this material are derived from proprietary and non-proprietary sources deemed by BlackRock to be reliable, are not necessarily all

inclusive and are not guaranteed as to accuracy. There is no guarantee that any forecasts made will come to pass.

© 2016 BlackRock, Inc. All Rights reserved. BLACKROCK, BLACKROCK SOLUTIONS, iSHARES, BUILD ON BLACKROCK, SO WHAT DO I DO WITH MY MONEY and the stylized i logo

are registered and unregistered trademarks of BlackRock, Inc. or its subsidiaries in the United States and elsewhere. All other trademarks are those of their respective owners.
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iShares Disclaimer 

26

Carefully consider the iShares Funds’ investment objectives, risk factors, and charges and expenses before investing. This and other information can be 

found in the Funds’ prospectuses, which may be obtained by calling 1-800-iShares (1-800-474-2737) or by visiting www.iShares.com. Read the prospectus 

carefully before investing. 

Investing involves risk, including possible loss of principal.

BlackRock does not provide tax advice. Please note that (i) any discussion of U.S. tax matters contained in this communication cannot be used by you for 

the purpose of avoiding tax penalties; (ii) this communication was written to support the promotion or marketing of the matters addressed herein; and (iii) 

you should seek advice based on your particular circumstances from an independent tax advisor.

This material represents an assessment of the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future results. 

This information should not be relied upon by the reader as research or investment advice regarding the funds or any security in particular.

The iShares funds invests a large portion of assets which are denominated in other currencies; hence changes in the relevant exchange rate will affect the value of the 

investment. The fund may make distributions from capital as well as income or pursue certain investment strategies in order to generate income.  Whilst this might allow 

more income to be distributed, it may also have the effect of reducing capital and the potential for long-term capital growth.

The information provided is not intended to be a complete analysis of every material fact respecting any strategy and has been presented for educational purposes only.
Shares of iShares Funds are bought and sold at market price (not NAV) and are not individually redeemed from the Fund. There can be no assurance that an active 
trading market for shares of an ETF will develop or be maintained. Mutual funds and iShares Funds are obliged to distribute portfolio gains to shareholders by year-end. 
These gains may be generated due to index rebalancing or to meet diversification requirements. Trading shares of the iShares Funds will also generate tax 
consequences and transaction expenses. Certain traditional mutual funds can be tax efficient as well.

When comparing stocks or bonds and iShares Funds, it should be remembered that management fees associated with fund investments, like iShares Funds, are not 
borne by investors in individual stocks or bonds. The annual management fees of iShares Funds may be substantially less than those of most mutual funds. Buying and 
selling shares of iShares Funds will result in brokerage commissions, but the savings from lower annual fees can help offset these costs. 

Index returns are for illustrative purposes only and do not represent actual iShares Fund performance. Index performance returns do not reflect any management fees, 
transaction costs or expenses. Indexes are unmanaged and one cannot invest directly in an index. Past performance does not guarantee future results.

Fixed income risks include interest-rate and credit risk. Typically, when interest rates rise, there is a corresponding decline in bond values. Credit risk refers to the 

possibility that the bond issuer will not be able to make principal and interest payments. Non-investment-grade debt securities (high-yield/junk bonds) may be subject to 

greater market fluctuations, risk of default or loss of income and principal than higher-rated securities.. An investment in the Fund(s) is not insured or guaranteed by the 

Federal Deposit Insurance Corporation or any other government agency. Securities with floating or variable interest rates may decline in value if their coupon rates do 

not keep pace with comparable market interest rates.

International investing involves risks, including risks related to foreign currency, limited liquidity, less government regulation and the possibility of substantial volatility due 

to adverse political, economic or other developments. These risks often are heightened for investments in emerging/ developing markets or in concentrations of single 

countries. Funds that concentrate investments in a single sector will be more susceptible to factors affecting that sector and more volatile than funds that invest in many 

different sectors. Small-capitalization companies may be less stable and more susceptible to adverse developments, and their securities may be more volatile and less 

liquid than larger capitalization companies. 
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