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Factors driving the industry: technology will overtake regulation as the largest 
driver of industry change
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Overarching trends expected to impact the financial services industry over the next 3-5 years

% of responses
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82%

45%

36%

45%

50%

89%

Technological change

Downward pressure on margins

Regulation

In the last 3-5 years In the coming 3-5 years

Technological change 
will be the driving force 
for the next 3-5 years

Source: Blackrock Wealth Management Industry Survey 2018. For illustrative purposes only
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Achieve 
efficiencies

Enhance value 
proposition

Replace 
lost income

Pressure on fees

Rising costs

Need to evolve 
business model
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Source: Blackrock. For illustrative purposes only.
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Business model evolution will be multifaceted 
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Source: Blackrock. For illustrative purposes only.

Value is Driven Largely by 
Portfolio Construction

Advisors Need 
Repeatable, Scalable 

Processes

Consistent and Defensible

Technology-
Enabled

Time-Efficient

Investment Performance 
and Value Matters

1990 - 2015

Today

Alpha

FactorsIndex
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Major Implications Of Shifts For Managers Seeking To Win



Wealth Managers are accelerating their shift to fee-based models
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Source: Blackrock Wealth Management Industry Survey 2018

.
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Today In 3-5 years

Discretionary 

mandates

Fee-based 

advisory

Traditional

advisory

Execution

only

~ 50%

Execution 

only

Discretionary 

mandates

Fee-based 

advisory

Traditional

advisory

~ 70%

Average current pricing for an all-in
fee model for an upper affluent client
in basis points

140

120Advisory

Discretionary

36% of respondents expect
further fee pressure for
discretionary and advisory, by
more than 10%

Current breakdown of Private Banking 
book and expected evolution in 3-5 years
in %



Advisors Consuming Models & Tech That Supports Models
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Technology providers are moving 
quickly to take advantage 

Aiming to reduce cost and friction

Traditional 
TAMP

“Model 
Marketplaces”

Technology 
Solutions

Advanced Customized
Model Portfolios

Advisors are using model
Portfolios to scale their practices

U.S. Model Portfolio Landscape (by assets)1

~$150bn

~$500bn

>$2tn

Asset Manager
Model Portfolios

Wealth Manager
Model Portfolios

1 Cerulli Intermediary Distribution, BlackRock 2017 Internal Estimates
February 2017 – Kitces Article Coins the Term “Models Marketplace” https://www.kitces.com/blog/model-marketplace-from-irebal-riskalyze-orion-and-unbundling-traditional-tamp/
Third party logos are used only to easily identify the companies indicated herein.  BlackRock is not sponsored or endorsed by any of the companies with logos displayed.  All logos are trademarks of the respective companies.

FOR USE WITH INSTITUTIONAL INVESTORS AND FINANCIAL INTERMEDIARIES ONLY - NOT FOR PUBLIC DITRIBUTION PROPIETARY & CONFIDENTIAL LAIH0819L-926721-6/16



Digital Advisors Setting New Fee Floor For Basic Advice
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A range of wealth management providers – both incumbents & new entrants – are setting a new floor for fees for basic strategic asset allocation advice below 
50bps and as low as 0bps. This is forcing advisors to more clearly articulate value propositions beyond strategic asset allocation 
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$7 $10 
$14 

$20 $21 

$31 

$116 

Betterment

TD Ameritrade 
Essential 
Portfolios

Schwab 
Intelligent 
Portfolios

Vanguard 
Personal 
Advisor 
Services

~$4

Entry 
Fee 

Rate

Digital Advice Provider AUM ($B) And Fees In BPs1

30bps50bps 0bps25bps25bps89bps 30bps 45bps

FutureAdvisor + 
iRetire

Personal 
Capital

Wealthfront
Merrill Edge 

Guided 
Investing

Source: Firm ADVs; Cerulli Associates

.



Tech Providers & FANG Would Be Welcomed As Wealth Managers
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Three-quarters of young adults would be willing to buy financial products from technology firms. A majority of HNW investors would consider Google, Apple, 
Facebook, or Amazon for wealth management services
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18-24 25-34 35-44 45-54 55-64 65+

Source: Bain Retail Banking Study

US Citizens Willing to Buy Financial Products from 
Technology Companies by Age (Bain)

75%

HNW Investors Who Would Consider Google, Apple, 
FB or Amazon For Wealth Mgmt. (Capgemini)

31%

Source: Capgemini World Wealth Report 2017

HNW Investors Under 40 HNW Investors

82%

56%

46%

54%

60%
68%

“In the game of customer experience, your competition isn’t just your competition. It’s often your 
customers’ last best experience. Today Apple, Amazon and Uber have conditioned your customers 

to expect more—often more than you can readily deliver.”

Gartner Group



Digital Advisors Setting New Fee Floor For Basic Advice
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Source: Blackrock Wealth Management Industry Survey 2018. For illustrative purposes only, n= 28

.

of respondents believe that 
sustainable investing is the next 
biggest opportunity for product 
developers and distributors

80
OVER

%

have started to implement ESG in 
their organization, be it with 
collecting information, with 
developing research expertise, with 
adopting the processes or even 
developing specific products

90
OVER

%

have adopted investment processes 
AND created specific ESG products40

OVER
%

To satisfy 
client demand

Why do companies build up 
ESG resources and capabilities?
% of respondents, Selection of 3 out of 9

80%

60%

52%

44%

16%

For better risk 
adjusted returns

To promote 
ethical business 
practices

For reputational 
enhancements

To satisfy regula-
tory / compliance 
demands

Adaption of sustainable investing
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The rise of Alternative 
Investments
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8,2%

4,5%

2013-2018 2018-2023
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Decrease in annualized 
returns of a 60/40 

portfolio in the next 5 
years 14,2%

7,1%

8,9%

3,9%

+530 bps
Private equity vs 

public equities

+320 bps
Private debt vs               

public debt

Private markets outperformance 

2004 – 2018
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Past performance is not a reliable indicator of current or future results and should not be the only consideration factor when choosing a product or strategy. This material may contain forecasts that are not purely historical in 
nature. Such information may include, inter alia, projections and forecasts. There is no guarantee that the forecasts made will be realized. Sources: 1) BII Capital Markets assumptions as of 30 June 2018. The 60/40 portfolio is 
composed of 60% by S&P500 and 40% by Bloomberg Barclays US Aggregate Bond Index. 2) Data sourced from Morningstar for the period from 9/30/04 (inception date of the private debt index) through 6/30/18 (latest common 
available data date). Private Equity represented by the Cambridge Associates US Private Equity Index. Private Debt represented by the Cliffwater BDC Index.

Investors may fail to meet return targets without private markets



Allocation shift to private markets
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Cash
Fixed 

Income
Equities

Hedge 

Funds

Private 

Equity

Real 

Estate

Real 

Assets

Private

Credit

1%
3% 7%

4% 1% 1%

14%

24%

44%

14%

10% 9%
5% 4%

65%
36%

35%

66%

43%
50%

41% 41%

17%

32%

12% 14%

43%
38%

50% 50%

3% 6% 2% 2% 4% 2% 4% 6%

Increase significantly

Increase slightly

No change

Decrease slightly

Decrease 
significantly

+37% +30% +50% +52%

Anticipated 
2019 asset 
allocation 
changes

(% selected)

Source: BlackRock Global Institutional Investor Survey, as of December 2018. For illustrative purposes only. The figures/net change represented in percentages is illustrative in nature and do not express a forecast. This 
information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise of future performance. No analysis was conducted and no statement of opinion in relation to their suitability is 
provided. Net percentages represent a net percentage intending to increase or decrease allocations to each asset class. (Calculation: % of firms intending to increase - % of firms intending to decrease) Base sizes: Total (291); 
Cash (223); Fixed Income (230); Equities (225); Hedge Funds (133); Private equity (188); Real Estate (203); Real Assets (173); Private Credit (61)

Net 
change

FOR USE WITH INSTITUTIONAL INVESTORS AND FINANCIAL INTERMEDIARIES ONLY - NOT FOR PUBLIC DITRIBUTION PROPIETARY & CONFIDENTIAL LAIH0819L-926721-12/16



Significant untapped potential in wealth management
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Large gap between optimal allocation to Alternatives and current allocation to Alternatives

Actual vs. Chief Investment Officer 
target Alternatives asset allocation

In US$ TN, at current NHW wealth levels

Gap

US$ 4TN

US$ 9TN

US$
5TN

Actual 
allocation

CIO target
allocation

Important Information:
* Estimate. Sources: 1) PwC AWM Research Centre, Asset & Wealth Management Revolution: Embracing Exponential Change, 2017. Data does not include commodities. All data in US dollars. * Estimates from PwC AWM Research 
Centre and Preqin, ACC Rearch, growth rate for 2020-2025 extrapolated from 2016-2020. There is no guarantee that the forecasts made will come to pass.
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Exposure based investing Outcome based investing

Single strategy allocation can lead to 
concentrated and unintended risk 

exposures 

Integrated approach incorporates views on 
relative value, risk and liquidity across 

alternative asset classes

Infra-
structure

Real 

Estate

Private 
Equity

Private 
Credit

Alternatives
Portfolio

Alternatives 

Portfolio

Private 
Equity

Private 

Credit

Infra-
structure

Real 

Estate
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Source: Blackrock. For illustrative purposes only.
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Asset allocation – a holistic portfolio approach



Anticipating clients’ needs to deliver top-tier investment performance 
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1 2

Longer term view in 
investments and a 

focus on sustainability 
of business models

Markets are shifting 
towards sophisticated 
alternatives providers 
with increased access 

and scale

Asset managers need 
to build more 

resilient portfolios 
for specific outcomes

3

Source: Blackrock. For illustrative purposes only.
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LAI Disclaimer
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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 Argentina, 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. In Mexico, the provision of
investment management and investment advisory services is a regulated activity in Mexico thus is subject to strict rules. For more information on the Investment Advisory Services offered by BlackRock Mexico please refer to the
Investment Services Guide available at www.blackrock.com/mx. In Argentina, only for use with Qualified Investors under the definition as set by the Comisión Nacional de Valores (CNV).

For investors in Central America: These securities have not been registered before the Securities Superintendence of the Republic of Panama, nor did the offer, sale or their trading procedures. The registration exemption has made 
according to numeral 3 of Article 129 of the Consolidated Text containing of the Decree-Law No. 1 of July 8, 1999 (institutional investors). Consequently, the tax treatment set forth in Articles 334 to 336 of the Unified Text containing 
Decree-Law No. 1 of July 8, 1999, does not apply to them. These securities are not under the supervision of the Securities Superintendence of the Republic of Panama. The information contained herein does not describe any product that 
is supervised or regulated by the National Banking and Insurance Commission (CNBS) in Honduras. Therefore any investment described herein is done at the investor’s own risk. This is an individual and private offer which is made in 
Costa Rica upon reliance on an exemption from registration before the General Superintendence of Securities (“SUGEVAL”), pursuant to articles 7 and 8 of the Regulations on the Public Offering of Securities (“Reglamento sobre Oferta
Pública de Valores”). This information is confidential, and is not to be reproduced or distributed to third parties as this is NOT a public offering of securities in Costa Rica. The product being offered is not intended for the Costa Rican 
public or market and neither is registered or will be registered before the SUGEVAL, nor can be traded in the secondary market. If any recipient of this documentation receives this document in El Salvador, such recipient acknowledges 
that the same has been delivered upon his request and instructions, and on a private placement basis.

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.

© 2019 BlackRock, Inc. All Rights reserved. BLACKROCK, BLACKROCK SOLUTIONS, iSHARES, BUILD ON BLACKROCK and SO WHAT DO I DO WITH MY MONEY 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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