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18K Updated October 18, 2024, at 4:22 PM Client segmentation opens the door to new opportunities for financial advisors. But segmenting clients is more than just categorizing people into boxes. It allows financial advisory firms to learn about clients on a deeper level to optimize the service they receive. Capitalizing on proper client segmentation
creates extraordinary client experiences and streamlines communication and support so you can continue to focus on your firm’s growth. And as they say, the proof is in the pudding. According to a Fidelity Advisor Community Segmentation Study, the dichotomy is stark between firms that have a client segmentation strategy in place and those that
don’t. Client Segmentation Strategyln PlaceNo Client Segmentation StrategyFirm AUM$2,567,000Firm AUM$1,453,000AUM Growth74%AUM Growth63%Percentage of $1M+ Clients28%Percentage of $1M+ Clients16% Those stats paint a pretty picture of increased revenue and growth for financial advisors with a client segmentation strategy, but
let’s talk about the other benefits of segmentation that culminate in this reported revenue growth. When you segment clients, you allow your firm to deeply understand each segment’s expectations to help you scale your offerings and appropriately position your team members to maximize efficiency. A great client segmentation strategy will allow you
to offer the right services for each client and help you be more effective with the time you spend per client. This more personalized approach may seem time-consuming at first glance. But it offers more standardized and easily repeatable methods that benefit your internal processes and increase your firm’s ability to serve more clients without
additional overhead costs. If you're looking for a way to increase client engagement and foster more conversations, client segmentation could be the key. Through needs-based education and communication, you can engage clients with personalized content and meet them where they are in their journey. Being in tune with your clientele and their
wants will inevitably lead to more engaging conversations and help set your firm apart from your competitors. Client segmentation strategies enhance your ability to give your separate audiences what they want, reducing the risk of losing clients and AUM. Your communication and messaging are delivered to everyone without segmentation, but it’'s
not tailored to specific needs or interests. By targeting the right clients with the right message, you’ll create better one-on-one interactions and build trust, helping your clients feel fulfilled with the services they’re receiving from you. A common system financial advisors use to segment clients is the tiered ranking system. It’s easy to group clients
based on standard metrics like total net worth, AUM, or revenue generated for your firm. The tiered system is a simple way to assess the clients that drive most of your growth and define the service models each client should fall into. One way we like to segment clients using tiers is the Platinum/Gold/Silver/Bronze scale. Breaking your clients into
these segments assigns them a proper service level based on what they offer your business. Here’s an example of what these different tiers may look like: Platinum: The best of the best means you may only have a few. These clients are in the platinum segment not only because they have substantial assets and generate a lot of revenue, but also
because they provide great referrals. Gold: The gold tier is filled with above-average clients. They’'re usually successful professionals, business owners, or affluent retirees that have been with you for a while. This tier generates a good amount of revenue for your business, offers occasional referrals, and deserves full attention. Silver: Clients in the
silver tier are perhaps younger professionals or people that have slowly brought in more business and seem to have a bright future with your firm. In this model, the goal is to spend more time getting to know your silver-tiered clients and uncover opportunities or other assets they may have. You're hopeful that these clients will be in the gold or
platinum tier in the future. Bronze: Your bottom tier generates very little revenue while consuming much of your valuable time. Because of this, it’s important to remain diligent about the resources you're committing and not “over-service” them if it’s not in the best interest of your company. The scored-rank segmentation method takes the tiered
system to another level. For example, instead of only considering generated revenue and referral opportunities, you can identify several attributes and create a weighted ranking system based on what’s important to your firm. Using this segmentation strategy, consider these four steps: 1. Decide on the attributes that matter the most to you. Then,
assign a weight to each one that reflects its significance to your firm. Here’s an example of assigned weights: Revenue: 40% Referral potential: 30% Wealth trajectory: 20% Required time and resources to serve: 10% 2. Next, you choose a scoring range for each attribute and assign a score to all your clients. In this example, we’ll use a scoring range
of 1-5 (1 being best, 5 being worst) for two hypothetical clients. Revenue (40%)Referral Potential (30%)Wealth Trajectory (20%)Time & Resources (10%)Claire Lang1325Michael York2443 3. This is where you’ll calculate the client’s total score. To do so, multiply the client’s attribute scores by the weight you assigned, and add them up. Lastly, divide
the final number by the sum of the weights (in this case, 100). With scored-rank segmenting, you’ll want to think of the total client scores like golf: the lower the score, the stronger the client. Here are the calculations and total client scores for this scenario: Claire Lang: (1x40)+(3x30)+(2x20)+(5x10) = 220 220/ 100 = 2.2 total client score Michael
York: (2x40)+(4x30)+(4%x20)+(3%x10) = 310 310/ 100 = 3.1 total client score This segmentation strategy will take a bit more time to calculate for each client, but in the end, it’ll likely give a clearer picture of exactly where each person should land in your segmentation. 4. Lastly, use the total scores to identify the service tiers that each client will be
segmented into, like shown below: Tier 1 Client Scores0.0 - 2.5Tier 2 Client Scores2.5 - 3.3Tier 3 Clients Scores3.3 - 4.0Tier 4 Clients Scores4.0+ An even deeper way to segment your clients is by using behavioral and attitudinal layers. This client segmentation strategy allows you to customize client experiences based on their distinct wants,
interests, and behaviors. It’s important to note that this segmentation can be used along with the tiered or scored rank methods we covered above. Each firm will segment differently based on your service model and client goals, but here are some questions to consider if you choose to build or add behavioral segmentation: What'’s the client’s risk
tolerance? How do they like to communicate? How involved do they want to be in their financial plans? What do they value? What are your firm’s capabilities? You'll create tiers based on clients’ unique interests, preferences, and life stages to implement a behavioral segmentation strategy. The short example below shows three tiers for three separate
behavioral segments: delegation, validation, and negotiation. Tier 1Tier 2Tier 3Delegation Segmente Recurrent in-person meetingse Constant financial goals and progress discussionse* Occasional in-person meetingse® Generally involved in plans and progress discussions® Few to no in-person meetingse Periodic emails focused on goalsValidation
Segmente* Recurrent virtual meetingse Quarterly evaluation of financial plan and goalse Occasional virtual meetingse® Quarterly assessment of plans and goals® Few to no virtual meetings® Annual review of financial planNegotiation Segmente In-person annual review of goalse Limited but detailed discussions of financial goals® Annual virtual meeting
reviewing financial plan and goalse Occasional email discussions about financial plan® Emailed annual review highlighting their financial plan and goalse Online or direct mail questionnaire gathering financial goal information If you're thinking about client segmentation, you have to approach the process in a way that creates a return on investment
(ROI) and achieves your business goals. These goals should also be clear and measurable in some way. Setting goals for client segmentation is the most effective way to find gaps in your data and processes, so start with ROI and business goals first. 2. Segmentation should be central to the development of your services. The main goal of client
segmentation for financial advisors is to create a better client experience and enhance your ability to reach the right audience with the right message. However, segmentation can also lead to you uncovering new service offerings. As you fine-tune your approach for each segment, be mindful of new educational opportunities, client service changes,
and internal process adjustments that can enhance your ability to deliver optimal service. 3. Have a plan to monitor and evaluate segmentation success. Sure, a client segmentation strategy should start with goals and ROI in mind, but if you can’t evaluate them and make adjustments, those objectives likely won’t amount to much. Be sure to consider
and monitor the various mechanisms in play so you can pinpoint what’s working and what’s not so that you can reach the highest-possible ROI. Allowing yourself to monitor and evaluate your strategy will allow you to adjust other strategies and change your messaging or approach as you go further into your segmentation journey. Not only that but
evaluation will also help you plan and prioritize new developments based on how you’'re meeting clients’ current needs. If you're a growth-oriented financial professional looking for like-minded experts to help you grow your business through segmentation or other areas of marketing or business development, consider teaming up with our specialists
by enrolling in the Elevate program. Elevate is a proven coaching, marketing, business development, and practice management solution that provides access to world-class thought leaders and strategies that grow business by 20% on average in the first year. See first-hand what Elevate can offer your business by attending the next ElevateU event on
September 17-19, 2023, in St. Louis, MO. Contact your preferred FIG team member today or fill out this form to show interest in Elevate and attending the next ElevateU. Keep Reading: How Are Social Security Benefits Calculated? Sources:Fidelity Investments. Segment for Success: Secrets from Firms Doing Client Segmentation. PDF file. 2017.
Investments. Four Steps to Successful Client Segmentation. PDF file. 2021. This material was created by Financial Independence Group. This material was created to provide accurate and reliable information on the subjects covered. It’s not intended to provide specific legal, tax, or other professional advice. The services of an appropriate professional
should be sought regarding your individual situation. THIS GUIDE IS DESIGNED FOR USE BY LICENSED INSURANCE AND FINANCIAL SERVICES PROFESSIONALS - NOT FOR CUSTOMER USE If you're establishing or growing your practice as a financial advisor, you’ve likely heard that gearing your services toward a specific client base can
accelerate your growth. Indeed, niches can offer several significant benefits, like helping you build connections and trust with clients. Niches for financial advisors are virtually unlimited. They can include clients in certain professions or those with certain hobbies or specific financial problems, among countless other categories. For example, target
clients may be high-income orthodontists, avid wine connoisseurs or single mothers making a career change. It’s vital to understand the advantages of financial advisor niches, how to find an ideal niche for you and how to leverage your niche. What Are Niches for Financial Advisors? When you establish a niche, you focus on serving a specific type of
client with unique needs instead of the general population. Financial advisors often have broad areas of focus, such as retirement planning, tax planning, estate planning or wealth management. But when you have a niche, you target a much smaller population with specific needs. By narrowing the definition of your ideal client, you’'re “niching down”
to a smaller group to provide specialized services. Financial advisor niches may be clients in the same industry, such as car dealers, or those who share the same interests, such as mountain bikers. As a result of their profession or lifestyles, these potential clients have similar financial challenges, values and goals, and they would need similar financial
planning solutions. Benefits of Niches Having a focus for your firm offers many advantages. First, it can help you stand out among other financial advisors as a specialist. Then, as a leader among your audience, you build more trust with clients. Many people want to know that their financial advisor relates to them and truly understands their situation.
With niches for financial advisors, you can get more specific about the nuances of their problems. The benefit to the client is that they have more confidence that you truly understand their situation and what they want to accomplish. When you serve a specific demographic, you can offer potential ideas and solutions based on your experience serving
your other clients in similar situations. You can build greater connectivity when a client sees that you serve people who share their values. As you build trust and credibility with prospective clients, they will be more likely to become your official client, and ideally for the long term. The key to creating a successful niche is to deeply understand your
ideal clients’ situations, challenges and goals. How to Find a Niche You might be inclined to pick financial advisor niches based on what might generate the most revenue, such as clients with high net worth. But you can build a great business serving any niche of clients, and targeting a category like high net worth could be too competitive. A
successful niche will depend in large part on who you most enjoy serving and who has problems and challenges that you feel excited to help solve. To select a niche, start by reflecting on your own interests, hobbies and professional history. If you have passion for a particular topic, you are much more likely to be engaging - and remain engaging -
with clients. Take advantage of your expertise in any area, including from any experience you may have had in other professions. For example, if you were previously an engineer, you may want to serve engineers because you understand their career path and planning situations. You could also focus on clients of specific ages, genders or other
demographics. For example, you may want to serve Black business owners or widows. Generally, the more narrow your niche, the more your business can stand out as a specialist. So, you can niche down to “Black business owners in the tech space” or “widows who have not yet reached retirement.” As you develop your focus, keep in mind that you
don’t need to limit yourself to one type of client. You can experiment with serving two or three niches at once and see which ones are a good fit. You don’t need to feel anchored to one particular niche. Instead, keep an open mind to adding new types of clients to your business as you encounter people you enjoy working with. Another way to find your
niche is to look at your own clients. Categorize them by known interests, demographics, profession, etc. As you examine the overlap, you’ll likely see a niche start to emerge. Keep in mind that client referrals are generally the most popular way financial advisors bring in new clients, so you'll naturally grow into that particular niche. How to Leverage a
Niche You can use a niche to your advantage in several ways. First, you can build an online community around your area of interest through social media. Or you might host an event that allows your clients with shared interests to socialize and make connections with each other. In this way, you build trust, and your clients will be more likely to tell
others about your business. You can also attend different events where your key demographic is convening, such as professional, social or charity events. If you’'re targeting thoracic surgeons, then attend their industry conferences and sponsor a booth at their events. Interact and engage with the attendees. The more you learn about a specific
demographic, the more you can improve the quality of your services to that group. You can even seek out professional designations that apply to your specific niche, like becoming a Chartered Advisor in Philanthropy® (CAP®) or a Retirement Income Certified Professional® (RICP®). Example of a Niche for Financial Advisors To illustrate how niches
for financial advisors work, let’s explore a hypothetical example. Say you are just getting your financial advisor business started after you’ve made a transition from a career as a real estate agent. In your personal life, you are raising three children with your ex-spouse, who shares custody. Initially, you may want to focus your business on retirement
planning or estate planning services. However, you stand out by adjusting to what makes you unique. You could begin by catering to real estate agents, who may have unique financial needs such as filing income taxes as self-employed workers. Also, real estate agents often need a financial plan that can help them weather the housing market’s ups
and downs. Take advantage of your expertise and apply it to your career as a financial advisor. Meanwhile, you can experiment with other financial advisor niches at the same time. You can leverage the experiences in your personal life of navigating both a career change and a divorce while raising a family. So, you may want to also target niches like
“estate planning for single parents” or “wealth planning after a career change.” Experiment with two or three niches at a time. As you see how they work for you, you can adjust. The Bottom Line Establishing a niche can help you build credibility and foster better connections with clients. Remember, once you choose a niche, you don’t have to feel
locked into it. You can always change your key client base according to your interests and passions or take on opportunities outside of your specialty. If you are just starting out as a financial advisor, it can be helpful to connect with a mentor or enroll in a coaching program. To learn more about building a niche, sign up for Carson Coaching’s
Emerging Advisor Growth Accelerator program, an intensive 10-week group coaching program, which I lead alongside a fellow Executive Business Coach. You can also work directly with a coach who will help you establish a clear path forward for your firm. As you well know, being a wealth management advisor is a demanding job. It involves far
more than a knowledge of the markets and various investment products. You have to be good with clients — the people stuff. That means knowing how to build strong and lasting personal relationships with all kinds of people. Relationships based on trust, mutual respect, careful listening and a clear understanding of the other person’s needs and
goals.This may sound straightforward enough to do but, in reality, it requires a deep and sophisticated understanding of human psychology. Such knowledge will help you deeply empathize and connect with your clients, anticipate their questions and address their concerns. In the course of my career as a wealth advisor, I've discovered that there
are three principal types of clients you're likely to meet: The Fixer, The Survivor, and The Protector.The Fixer is a client who is very results-oriented and business-like in their interpersonal dealings with you. Their goal is to win at everything they do, including investing. Under normal, everyday circumstances, Fixers can be charming, charismatic and
stimulating to be around. They often attract other people to them. Many CEOs are Fixers because of their “can do” attitude and focus on getting things done.That said, when market conditions deteriorate, watch out. The Fixer client can undergo a rapid personality change, morphing into a controlling and argumentative person who may become
abusive with you, blaming you for a plunging stock market.If you find yourself dealing with a Fixer under these circumstances, take a few deep breaths and stay calm. Respond in a quiet, systematic way to what the Fixer is saying. Address the client’s concerns as specifically as possible, using undeniable facts to support your point of view. Your quiet
confidence in such situations will help build trust with the Fixer, and reinforce your professional credibility with your client.Survivor clients are quite different from Fixers. While Fixers tend to have intense, “hard-charging” personalities, Survivors tend to be idealistic and sometimes naive or unrealistic in their approach to investing. They’'re often
mission-driven, focused on causes, ideals or goals beyond themselves. This can sometimes get in the way of them making sound, financially beneficial decisions about investing.If you're dealing with a Survivor client when the markets go into freefall, he or she may insist on hanging on to a certain stock, even when you think they should sell it. A
Survivor is also likely to greet stock market adversities with a certain grim determination and say “I’ll get through this somehow. I know I will.” While such resolve is evidence of their general steadiness as investors, such sentiments sometimes cause Survivors to dig in their heels and resist logical advice about how to curb stock market losses in down
markets.If you see this happening, you may need to nudge the Survivor client in new directions, offering them investment alternatives and suggesting ways they can minimize their market exposure in a bear market.Lastly, there are Protectors. Protector clients tend to think more about others than themselves when talking with you about investments
and financial planning.If you have a Protector as a client, you’ll know it. Under normal, everyday circumstances, they’ll talk expansively about how they want to use their wealth to benefit others — including spouses, partners, children and grandchildren — or to benefit specific missions or causes.Despite their generosity toward others however,
Protectors are the most risk-averse of all the client personality types. Unlike Fixers and Survivors, Protectors don’t think they have the power to control events or to take action to address worsening market conditions. Thus, as situations become high stakes, they tend to show vulnerability. And, in worst-case situations, they can become victims of
what they perceive to be happening around them.For these reasons, if you work with a Protector client in high-stakes circumstances you’ll need to calm their fears, help them take charge of their situation, explore options and plot courses of action to help them ride out circumstances of extreme market volatility.In the weeks ahead, I'll have more to
say about each of these investor types. For now, suffice it to say that assessing the specific type of client you're working with is key to being optimally effective with that client. Different strategies are typically required in dealing with different client personality types.Fixers, Survivors, and Protectors are the three predominant client personality types
you're likely to encounter in your work as a wealth advisor. Being prepared to deal effectively with each personality type will ensure that you're able to forge and sustain long-term working relationships with many kinds of people, under many kinds of circumstances.Chris White (www.chriswhiteauthor.com) is a long-time wealth advisor and author of
Working with the Emotional Investor: Financial Psychology for Wealth Managers. (Praeger, 2016) Financial advisors are required to meet certain standards when adding new clients to their book of business or selling regulated products to existing clients. Under Know Your Client (KYC) rules, advisors must confirm clients’ identities while assessing
suitability and risk. These rules fall under the umbrella of anti-money laundering (AML) practices that banks and other financial institutions must follow.Know Your Client or know your customer refers to a set of processes that banks and other financial institutions are expected to follow when establishing business relationships with new customers
and maintaining relationships with existing ones. The purpose of the rule is to ensure that advisors and other financial professionals know who they’'re working with and are adequately assessing the risks of the relationship.Specifically, the aim is to prevent the occurrence of financial crimes, such as money laundering, fraud, and embezzlement as well
as the financing of terrorist activities, drug trafficking or human trafficking operations. In terms of who is subject to Know Your Client rules, the list includes: Banks and credit unions Private lenders or lending platforms Wealth management firms Broker-dealers Fintech companies that don’t operate under these types of structures may also be subject
to KYC rules depending on the nature of the activities they engage in.Financial advisors and other entities that are subject to KYC rules must take steps to ensure compliance with anti-money laundering laws and can face penalties for failing to do so. Penalties can include civil fines and sanctions, but advisors may also suffer reputational damage as
regulatory violations must be disclosed to current and prospective clients. Under FINRA Rule 2090, broker-dealers are required to exercise reasonable diligence when establishing and maintaining client accounts. FINRA Rule 2111 imposes a suitability requirement on broker-dealers to ensure that investment recommendations are suitable for a
client’s financial situation and needs. Know Your Client rules work by establishing a framework for onboarding new clients and managing existing client accounts. In implementing KYC standards, advisors must determine and verify the client’s identity, establish the client’s risk profile to assess the suitability of investments and monitor transactions on
an ongoing basis.The KYC process can be broken down into three core elements.The Customer Identification Program is a Patriot Act provision that was introduced to prevent the funding of terrorism as well as other financial crimes. Under CIP rules, there are a minimum of four pieces of information advisors must collect from clients when
establishing new accounts: Name Date of birth Address Customer identification number All of this information is required for identity verification and advisors are expected to collect it within a reasonable time when establishing new client accounts.For U.S. clients, the customer identification number refers to their tax ID number, which is typically a
Social Security number. Non-U.S. citizens may offer a passport number, alien identification card number or an identification number present on government-issued documents from their home country instead.The second phase of KYC is designed to help advisors understand who they’re working with, in terms of where the client is located and the
types of business activities or financial transactions they engage in. Here, the goal is to determine the suitability of working with a particular client and assess any potential risks they may pose.For example, if a client routinely moves substantial amounts of money into international bank accounts, you’d likely want to investigate further to ensure that
it’s not related to any illegal activity. There’s also a second dimension to assessing risk for advisors under FINRA Rule 2111.Again, broker-dealers are expected to adhere to a suitability standard in making investment recommendations. That means they must consider the client’s goals, needs and risk tolerance to select investments that meet the
standard. This is different from the best interest standard that fiduciaries are obligated to uphold.Once you’'ve onboarded a new client, continued monitoring is required under KYC rules. The level of monitoring required for client accounts can depend largely on what you learn during the initial due diligence phase.Enhanced due diligence is most often
associated with clients who pose an elevated risk. That risk may be tied to where they’re located, the type of work they engage in or their financial transaction history. For example, a sudden uptick in cross-border transactions or a pattern of unusually large deposits could be indicators of illicit activity.Advisors can ensure compliance with Know Your
Client rules by creating a uniform process that checks off all three of the boxes listed above. Reviewing your current onboarding process can help you identify areas where you may be lacking or need to adjust.At a minimum, advisors should be taking steps to: Collect and organize the required documents to establish the client’s identity. Make a
concerted effort to verify the client’s identity, based on the submitted documentation. Verify the client’s residency and citizenship status. Confirm the details of the client’s financial situation, including their assets and liabilities. Apply the suitability standard when recommending investments, if required to do so as a broker-dealer. Monitor client
transactions on an ongoing basis and flag any activities that seem suspicious or outside the ordinary pattern of behavior. Investigate any flagged transactions to determine whether any illegal activity is occurring. These are all tasks that a compliance officer may be tasked with handling. Advisors may also consider the use of digital tools to ensure
compliance.Electronic or eKYC processes can prove more efficient for advisors while also improving accuracy and reducing some of the financial costs of ensuring compliance. Relying on digital tools to conduct KYC tasks can also improve the client experience during onboarding and beyond.Anti-money laundering rules are outlined in the Bank
Secrecy Act and are designed to prevent illegal activities. That includes money laundering as it occurs in connection with other types of crimes, including transactions related to drug smuggling, terrorism and human trafficking. Know Your Client rules operate and apply within the framework of AML regulations.Advisors are required to verify a client’s
identity and residence during the onboarding process. The types of documents they may accept for identity verification can include: Social Security card Government-issued driver’s license or ID card Passport Birth certificate The type of documentation that’s considered acceptable can depend on whether the client in question is a U.S. citizen. Proof
of residence can be established using the same documents, but advisors may also ask to see bank statements, proof of employment or copies of a mortgage to determine residency.A Know Your Client questionnaire is a form that advisors can provide to new clients or existing ones to verify their identity, assess risk and better understand their needs. A
questionnaire may ask clients about their investment objectives and goals, the types of investments they feel most comfortable with and assets that are held away.Know Your Client rules are an important compliance requirement for wealth management firms, broker-dealers and other financial services institutions. For advisors, understanding these
rules and when they apply is essential for staying on the right side of regulatory guidelines while serving your client base. One of the most challenging aspects of growing an advisory business is cultivating a loyal client base. SmartAsset AMP (Advisor Marketing Platform) is our holistic marketing service financial advisors can use for client lead
generation and automated marketing. Sign up for a free demo to explore how SmartAsset AMP can help you expand your practice’s marketing operation. Get started today. When seeking new clients, it’s important to clarify what standard you use when offering investment advice. If you're a fiduciary, for example, you’'re obligated to select investments
based on the best interest of the clients. Financial professionals who are held to a suitability standard, on the other hand, only have to choose investments that are deemed suitable based on the client’s needs and situation. A registered investment advisor is an example of a fiduciary, while broker-dealers are held to a suitability standard under federal
law. Photo credit: ©iStock.com/shapecharge, ©iStock.com/Jovanmandic, ©iStock.com/shapecharge Some firms dictate to their advisors and brokers the exact type of client they want to solicit. Many firms want to target clients with higher earning potential and greater disposable income. Though not set in stone, the ideal client is often imagined to be
older, with an already established investment portfolio and a seven-figure balance. These can be lucrative clients, but it also can be argued that clients not meeting ideal demographics should still be targeted. Some believe that advisors should target people between 21 and 45-years-old whose cash or liquid investments fall between $50,000 and
$500,000. If you're an advisor looking to add to your book of business, you perhaps shouldn't overlook less affluent or inexperienced investors. Many financial advisors are taught to seek out new clients with a large number of liquid assets, in order to keep a steady business.Less-affluent or inexperienced clients, however, are often in need of financial
advice, and although they have less to invest now, they are less likely to already have advisors.Look to mailing lists, local organizations, school events, and other financial professionals to get your name out and broaden your client pool.With growing communication capabilities, financial advisors can also target clients digitally. As long as relationships
can be managed online, there's no reason to exclude non-local clients. For starters, there are no defined groups that everyone falls into. There are millennials with more disposable income than they'll ever need, and there are folks preparing for retirement that have never used an advisor but simply don't have adequate savings. In general, most
middle age and older individuals with high net worth may have already achieved financial independence, so they may be more difficult clients to obtain. They are more likely to already have a financial advisor, and they may already have a successful investment plan they want to replicate. In contrast, younger, less affluent people may have spent much
less time investing. They likely have not gone through multiple economic cycles or recessions. They may not be employed by a company that offers a 401k or may not have the cashflow to begin contributing due to constraints on their personal liquidity. Alternatively, older investors with more disposable income might already have achieved their
financial goals. After achieving milestones like getting married, buying a house, and starting a family, older investors with larger portfolios may only be planning their retirements. On the other hand, younger investors with less money are only beginning their financial journies, and they may require more guidance to achieve the milestones mentioned
above. Younger Clients With Lower Net Worth More likely to need your help creating investment accounts or getting started with a 401k. May have greater future earning potential than older clients as they begin their careers. May be more likely to demand active trading/portfolio repositioning in preparation of major life changes. More likely to be
inexperienced which affords you the opportunity to educate and help foster the client's growth. Have time on their side, and have the ability to financially strategize for the long-term. Older Clients With Higher Net Worth More likely to already have retirement savings or an investment portfolio. May be more focused on strategizing drawdown of
existing portfolio. May be more likely to require passive-style of investing as future major purchases are less likely. More likely to know their investment style and have individual investing preferences May require a shorter-term approach as the investor's timeframe will likely be shorter. As a financial advisor, this doesn't mean that you should turn
down higher-end accounts. They are great income generators. However, you must remember that younger workers are more apt to switch jobs (and roll their 401(k) money into an IRA) and to buy or sell houses as their family grows. These are instances when they will likely need the advice of a financial professional, and these instances occur more
frequently with younger demographics than with older ones. You may consider narrowing your practice to target only high-net worth clients or only working class families. Wealthy clients may be more demanding, expect top quality service, and be more focused on returns in the short-run, while less affluent clients may be more interested in hitting
long-term goals like college or retirement saving. So, how do you find these individuals so that you can make your sales pitch? As a registered rep, you can sign up for a number of mailing lists provided by marketing firms that can help you pinpoint your demographic. Local marketing firms can provide you with similar data. Several online-only
services also now exist that can provide leads by email or social media marketing. Consider joining your local chamber of commerce. This will allow you to meet a variety of business owners and prominent people in your community. These folks may need funding or financial consulting, and a strong relationship with local businesses may lead to them
referring their clients to you as well. Also, consider joining other local organizations that may provide networking opportunities. These will allow you to meet a diverse group of people that are in your community. Remember, people like doing business with someone that they can see, as opposed to just a voice over the phone or text in an email. Make
friends with other individuals in the area in the same profession. For whatever reason, other companies or brokers may not be able to help a client - whether this is due to time constraints or lack of expertise. Offer to set up a referral system where you feed them business, and they'll send business your way. Remember: this type of relationship should
be a two-way street, and be mindful to help generate leads for these connections. Consider contacting a school and volunteering to lead a discussion with students about your career as a registered representative. School administrators are usually receptive to this. This allows you to introduce yourself to new members of the community as well as
contribute to children's understanding of saving and investing. With school permission, you can also send students home with your business card and literature describing yourself, your firm, your licensures, and your abilities. This will open up a number of doors to young couples with growing families in your community. Your local community is filled
with younger, less wealthy investors who are open to the idea of hiring a financial advisor for themselves and their families. Advisors have to be creative in their methods for finding them and making the sales pitch count. These individuals are not always high net worth investors, and no one client is going to make you extremely wealthy. Over time,
however, adding a significant number of these clients to your book of business will almost guarantee a steady stream of commission in the not-so-distant future. In addition to becoming a recognizable name in your local community, financial advising firms are not limited by location. As long as you can communicate with clients and send/obtain
documents digitally, there is no reason to think your relationship with your clients can't live virtually. For the greatest flexibility of your business, consider developing an online presence to attract customers not tied to your specific geographic location. Develop a professional website to demonstrate professional credibility. Reach out to prospective
clients on social media. Leverage scheduling tools, video conferencing platforms, and document sharing applications to streamline everything you'd normally do - just not in person. If you're not entirely sure where to begin here, consider joining a professional group that may provide guidance. For example, The Financial Planning Association (FPA)
offers coaching services on digital marketing. Clients can be found anywhere. Often, you never know where you might meet someone who needs financial advice. By expanding your physical and digital presence, you're more likely to find clients that need your guidance. This includes being active in your community, joining professional memberships,
connecting with fellow advisors, and developing an online presence. There's a substantial different across the types of clients a financial advisor can help. Younger, less wealthy clients may result in long-term relationships that feel more emotionally rewarding. Older, more wealthly clients may be easier to work with and generate more income for your
firm. Of course, no single demographic has all of the same trait, so there is no single best trait or type of client. Financial advisors help anyone needing financial guidance. Some people need help as they prepare to move out of their parent's house and set up their first retirement account. Others need help planning for selling their house as they
prepare for retirement. As long as someone has an event coming up that impacts their finances, that person can use financial advising. People everywhere need help managing their finances. Whether they are old or young, local or around the world, there are clients to be had when attempting to expand your financial advising practice. It's important
to consider not all clients are the same, and assumptions should not be made about their financial standing. Anyone in your community - regardless of their age, how they are dressed, what car they drive (or whether or not they even own a car), every prospective client is an opportunity for you to help someone achieve their financial goals. With a
stronger presence in your local community or within virtual communities, you'll be able to target your specific demographic and get more clients. Page 2 Whether you're a veteran financial advisor with a long client list or a rookie looking to build your book, you might consider focusing your efforts on a particular niche. After all, people searching for a
financial advisor look for someone compatible with them and knowledgeable about their needs and goals. If you choose your clients as carefully as they choose you, you may perform at your most effective level. Ashley Folkes, a financial advisor in Hoover, Alabama, said this could be key for advisors stuck with a diminishing book or someone newer
wanting to navigate their early career. "Identify a niche early in your career and become known for it," he suggested. "Some of the most successful advisors specialize in specific strategies or planning techniques. Prospecting can be challenging, but being recognized as the best in a particular area will attract prospects to you." Financial advisors can
make a name for themselves—and a successful business—by targeting a client niche.Networking helps you identify people whose priorities and interests match yours.You'll understand the goals of these prospective clients and can better help them.Niches include clients overseas, young professionals, individuals in sports, and special needs planning.
You can begin by taking a closer look at your client base. This will help you target the type of clients you want. Are there client discussions that get you particularly excited? Do you have an ongoing interest that your advisory career could dovetail? Then, forming a niche practice—or at least part of your practice—might be for you. We'll begin by
presuming you have clients and return to those new to the business in a moment. First, print out a list of your clients and grab a few highlighters of various colors. We'll use green, yellow, and pink. Now, go down the list, stopping at each name. Consider what it's like to work with each person. Let's say the first client is a couple named Jones. They are
pleasant, open to new ideas, and committed to following your plan. When the markets tumble, they shrug off market volatility as a part of long-term investing. They put away money each month. They've even referred a few friends to you. If all your clients were like them, life would be peachy. Highlight this one green. "I first thought about who I liked
to serve and what parts of planning I liked best," said Jeremy Keil, a financial advisor at Keil Financial Partners in New Berlin, Wisconsin, who focuses on people nearing retirement age. "I looked at how and why my clients from the previous five years had come to me and the age they were at the time. Virtually every new client was roughly 54, and
their kids just graduated, or 62, and they were just about to retire. Perfect! I liked those people and their situation, and they seemed to like me!" It's also important to consider the flip side: the types of clients you don't like working with or prove the most difficult to assist. Imagine that next on your list is a couple named Lee. When they call, you reach
for the antacids. They complain about your fees, how the neighbor makes more on their investments than Lee does, and how the person on the radio said your recommendations stink. Do you want more like Lee? Heck no! Highlight this one pink. Most other clients will likely fall somewhere between the Jones and Lees of the world. Highlight these
clients in yellow. Now, revisit the clients in the green group. Look for commonalities. Here's an example list: Profession Generation X or Baby Boomer Business owner Family responsibilities The possibilities are endless. Next, you need to fine-tune your results. Suppose women aged 35 to 55 make up most of your green group. What do they have in
common besides gender identity? Some commonalities might be marital status, occupation, net worth, and number of dependents. For example, let's say that most of your green group are single women who own their own companies. That's a niche. Once you've done this exercise with your green group, do the same with the yellow group. You might
discover a few more clients who just need some of your time to become green clients. Below are examples culled from niches found among Investopedia's top 100 financial advisors. Example of Financial Advisor Niches Niche Target Audience Services Divorce Financial Planning Individuals going through a divorce Asset division, alimony planning,
retirement account division, and post-divorce financial planning Education Planning Parents and guardians saving for children’s education 529 plans, Coverdell ESAs, and other education savings vehicles, along with financial aid planning Elder Care Planning Older adults and their families Long-term care insurance, Medicaid planning, estate
planning, and managing healthcare costs Estate Planning Individuals looking to pass wealth to future generations Creating wills and trusts, minimizing estate taxes, and ensuring a smooth transfer of assets Expatriate Financial Planning Individuals living abroad Cross-border tax planning, managing currency risk, retirement planning, and investment
management for expatriates Female Professionals Women seeking financial advice for their specific needs Comprehensive financial planning, career transition support, investment strategies, and retirement planning tailored for women Financial Planning for Physicians Medical professionals Managing student loan debt, practice management,
retirement planning, and tax strategies specific to healthcare providers Financial Planning for Women Women seeking financial advice tailored to their unique needs Retirement planning, career transition, divorce and widowhood planning, and investment strategies LGBTQ+ Financial Planning LGBTQ+ individuals and couples Estate planning,
retirement planning, tax strategies, and financial planning tailored to the unique challenges faced by the LGBTQ+ community Planning for Those with Unique Needs Individuals with unique needs and their families Establishing trusts, planning for long-term care, and ensuring government benefits Retirement Planning Individuals and couples
approaching or in retirement Creating and managing retirement income plans, optimizing Social Security benefits, and ensuring enough savings for retirement Small Business Planning Small business owners and entrepreneurs Business succession planning, employee retirement plans, cash flow management, and business tax strategies Socially
Responsible Investing Investors interested in ethical and sustainable investments Selecting investments based on ESG criteria, impact investing, and shareholder advocacy Tax Planning Individuals and businesses seeking to minimize tax liabilities Tax-efficient investment strategies, retirement account planning, and year-round tax planning Wealth
Management High-net-worth individuals and families Comprehensive financial, investment, estate, tax, and philanthropic planning Your next step will be to consider what financial concerns these clients share. A few of them could be as follows: Income volatilityHealthcare costsRetirement income To address these concerns, you might offer products
such as the following: Medical insurance Disability insurance Certificates of deposit (CDs) Traditional individual retirement accounts Simplified employee pensions Keogh plans Forming a niche often makes it easier to support your clients because many who fall into your niche will have the same problems or concerns. Forming a niche "really helped
my business because then I could use my one process and keep improving on that one process to plan for all my clients," Keil said. "Now all my clients get great service, and they know exactly what I’ll do for anyone they refer to me." Now that you know whom you enjoy working with, their common problems, and how to meet their needs, you'll want
to work with more people like them. One approach is to find out what organizations they belong to, such as the following: Professional organizationsSocial clubsCharitable foundations A good strategy is to become involved with these organizations. There are many ways to do this: Write articles for their newsletters. Most organizations have a monthly
newsletter, and their editors are almost always looking for interesting pieces relevant to their members. Be sure to include your contact number and email in the article (typically, it's at the bottom of the article).Offer to speak. Program directors often need speakers. Let them know that you're available. This can put you in front of a group that shares
your niche. Be informative in any talks and avoid pitching them too directly, which can be a turnoff. Networking is a lot of work. However, you'll be meeting people who are your ideal clients. Suppose you're new to the business and have no clients at all. No problem. You can determine your niche by using the same strategy. For example, what's your
favorite hobby? Let's say you live and breathe golf and know the golf pros at every course for miles around. These professionals can pair you up for a round of golf with qualified prospects. What generally happens when riding around in a golf cart for three to four hours? Sooner or later, the other person will ask: "What do you do for a living?" Imagine
how great it would be to have clients as passionate about the game as you are. It won't happen overnight, but after people see you around the club, they'll feel like they know you and will be more likely to choose you when they need the help of a financial professional. You can start building a niche very early, even while studying to be a financial
advisor. Jay Zigmont, founder of ChildFree Wealth in Mount Juliet, Tennessee, told us how he arrived at his niche. "I chose to serve child-free people because my wife and I are child-free, meaning we don't have kids and don't plan on having kids," he said. "When I was studying to become a CFP professional, I was surprised to find that there was never
a mention of being child-free in any of the education programs. That means that nearly all financial planning has assumptions in it that don't fit child-free people." About a quarter of U.S. households don't have children, but the financial planning community wasn't representing them, he thought. "They deserve to have a financial planner who serves
people like them; that's why I started Childfree Wealth," Zigmont said. If you already know who you want to serve, you can start your business with a specific brand and focus. Then, you can gear some of your studies toward learning more about your target clients. While focusing on a niche in financial advising and planning can lead to increased
expertise, efficiency, and a targeted clientele, there are potential drawbacks. As David Flores Wilson, a certified financial planner at Sincerus Advisory in New York City, points out, "Going all in on a niche can backfire if you don't have a sustained passion for that niche down the line."It's not just your needs that change, but also your clients.
Concentrating narrowly on a niche may limit your ability to adapt as clients progress through different life stages.In addition, the markets themselves can change. "Your niche could be less favorable during certain periods. For example, focusing on pre-IPO tech startup executives was very lucrative a few years ago but is likely less profitable in the
current market," Wilson said. Small business owners who support families, older professionals looking forward to retirement, and young people in their first well-paid jobs—the possibilities are endless.Financial advisors who want to establish a niche might first define it to identify the kind of clients they wish to serve. For example, a person just
starting out as an advisor might build a clientele of other young professionals in need of help with financial matters. To put it gently, if you dislike your clients, they probably chose the wrong advisor. You don't share their priorities or even their interests. You need to look for new clients whose financial goals you sympathize with. And if you like none
of your clients, you have chosen the wrong career path. Finding a niche is one of the best ways to grow your clientele and level of success. Growing a niche allows you to become an expert at assisting a specific group of people and build a name for yourself that will help with networking and word-of-mouth advertising. Indeed, clients might sometimes
seek you out instead of the other way around. If you haven't found your niche yet, try to identify one based on your top clients, then focus your services and products on that group so you can most effectively meet their needs. Becoming a successful financial advisor is a unique challenge, with many moving parts. Beyond completing the required
educational courses, many financial advisors also become certified financial planners (CFPs) or chartered financial analysts (CFAs) to stand above the competition. After all, according to the United States Department of Labor, there were 283,060 financial advisors as of May 2022. In such a crowded field, building a solid book of business can be
difficult. The following tips can help new financial advisors make their marks and seize market share. Establishing yourself in a competitive field such as financial advising is challenging, but there are ways to gain a foothold.Growing your network is essential, but that means reaching beyond your inner circle to develop personal relationships with a
variety of people.Look beyond soon-to-be-retirees as clients and find relatively underserved markets, so as to be competitive.Get involved with your community through volunteering and other programs as a way to feel connected and find potential clients.Cold-calling, door knocking, and other conventional sales techniques can close prospective
clients, but they take much more time to do so. New financial advisors should reach outside their inner circles to grow their networks and increase their referral bases. While this may be achieved via social media marketing, developing personal relationships tends to be a more effective solution. “My advice to financial advisors just starting out is to
leverage centers of influence such as accountants, attorneys, HR directors, business roundtables, as well as using social media," declares Donald Reichert, exit planning specialist and founder of The Reichert Company. But since it takes time to solidify relationships, Reichert highlights the importance of networking early on in one's career. While
retirees and those nearing retirement are an obvious source of business, financial advisors should also look to comparatively underserved demographics to drum up clients. “While most advisors work with retirement-aged individuals with lush portfolios, I focus on the underserved young professional space,” says Matt Cosgriff, CFP, Director of Wealth
Management at BerganKDV Wealth Management in Minneapolis, Minn. One of the best ways advisors can win new clients is by stepping up personal involvement in their communities. Whereas traditional marketing campaigns cost money, community involvement only requires time. And by volunteering with causes near and dear to them, advisors
can connect with other like-minded individuals, who may one day become business clients. There's a reason why Ted Talks have become so effective among social media and tech influencers. They allow knowledgeable professionals to explore their areas of expertise in depth, while highlighting their skills in a public forum. Such online presentations



have turned many otherwise-obscure experts into mini-celebrities. Most financial advisors won't be able to host a TED Talk, but they can still find other venues to create value and demonstrate their expertise to the public. Hosting an online webinar on financial literacy is a cost-effective way to highlight the importance of financial planning, while also
building one's brand as a financial expert. Social media is another powerful tool for professional development. Since wealthy clients tend to be connected with other wealthy people, a strong social media presence can help build one's reputation and reach a large network of potential investors. But there's more to LinkedIn than sending out connection
requests. Social media experts recommend using LinkedIn to create and publish relevant content, thereby building your brand as an experienced professional. When successful, this content might even go viral, generating media attention and introducing your brand to other potential clients who would never have encountered your name. Finally, one
should never underestimate the value of paid advertising. Digital advertising is one of the most cost-effective ways to reach prospective clients, and the ads can be targeted with ever-increasing accuracy. They can even be targeted at users who have already visited your site, allowing a fairly simple way to re-engage interested users. For new financial
advisors, cultivating clients is a numbers game that may also be won with the following outreach methods, although the process may be very slow: Cold calling Knocking on doors Providing free meals to encourage attendance at presentations Setting up fish bowls to collect business cards at trade shows Devin Carroll, the founder and managing
director of Carroll Advisory Group, stresses that there are no shortcuts to generating clients, explaining: "For the first ten years as an advisor, I struggled with the client acquisition process. Cold calling, door knocking, seminars, and hoping for referrals were my only tools. And while these methods worked, they were painfully slow." The size of a
financial advisor's practice is generally determined by the type of services they provide, and how much time they dedicate to each client. Some research has suggested an industry average of about 100-150 clients per lead advisor, allowing them to provide sufficiently personalized services while also managing the non-client-facing aspects of the
business. However, others suggest running a boutique practice of as few as 75 or even 50 clients. This would mean higher fees for each client, but more time to dedicate to managing the assets of each. The ideal client is someone who knows the value of professional financial advice. This doesn't necessarily mean that they follow all of their advisor's
recommendations, but they should appreciate the amount of expertise, knowledge, and training required for a career as a financial professional. This can help ensure that the client has a serious, successful relationship with their financial advisor. There are many different types of clients, depending on the type of services that a financial advisor
provides. They can range from mid-career professionals to retirees and the extremely wealthy. Some advisors serve institutions, such as pension funds or mutual funds. Those looking to hire a financial advisor tend to choose professionals they grow to trust through naturally evolving relationships. By pairing community involvement with robust
networking, advisors can build a firm that will grow for years to come.



