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The Industry Overview copy below will be included in the CFDD’s October 13-15, 2008 Advisor 
Conference “Individual Conference Information” document.  The document is posted on the conference 
home page at:  http://www.thecfdd.com/CFDDconference2008. 
 
The content will also be incorporated in the CFDD’s two party “Industry Forecast.”   Part I will focus on 
the vendor outlook and part II will focus on the outlook for advisors.  As a networking organization, your 
input is most welcome.  The presentations will be made on the last day of the conference.  The raffle and 
grand prize motorcycle drawing will follow the presentations.  
 

____________________ 

 
INDUSTRY OVERVIEW 
 
Vendor 
 
The year 2008 will be a transitional year for many retirement plan providers.  The unfavorable trends 
discussed last year are gaining momentum and margins remain under pressure.  In short, the remaining 
vendors without profitable scale, i.e., new technology, could exit the business before year end. 
 
Margin pressure is emanating from numerous areas, including a transitioning equity market/economy, 
reduced plan turnover, litigation and increased liability.   Negative coverage by a seriously deficient 
mainstream media is also playing a role. 
 
Individual plans can always be overpriced, but the media and others are attempting to fix a collective 
retirement plans problem that doesn’t exist.  The media should be talking about the higher costs 
associated with saving outside employer sponsored plans rather than discouraging participation in the 
nation’s most successful retirement savings vehicle. 
 
New plan formations have peaked, but last year was an average year for the efficiently managed 
providers.  Industry service has improved and this has reduced plan turnover, a major problem for 
vendors.  
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Like providers, advisors must justify their fees.  Fees have been under pressure, but advisors can justify 
higher fees if they can demonstrate the value added.  As specialists replace non-specialists with their 
value proposition, Broker of Record (BOR) turnover has intensified.  Broker turnover does not benefit 
providers, but the savvy providers are holding their own in the “BOR war.” Some have also plugged the 
hole in the rollover bucket with their own initiatives.  
 
 
Guaranteed income products are a bright spot.  Advisors may not yet be onboard, but sponsors and 
participants are seeking the insurance.  The products could change the market, but gains in market share 
may be limited to providers with competitive bundled programs that include guaranteed options.   We are 
less optimistic about individual retail products and unbundled guaranteed products offered to retirement 
plans on an investment only basis.  
 
Major changes are ahead.  Fees, disclosure, litigation, court rulings and legislation will remain in the 
headlines.  Court rulings will also shape the industry.   In terms of knowledge and fiduciary conduct, the 
professional bar has been raised.  The landscape is also more complicated, the workforce is aging and 
needs are changing.  On a positive note, sponsors need expert support and individuals need advisor 
solutions more than ever.  
 
 

___________________ 
 

 
 
Sponsor & Participant 
 
Sponsors are taking their fiduciary role more seriously.  Competitive pressures will require employers to 
offer savings plans, but litigation is a disincentive for them to offer self directed plans.  Litigation could 
also raise costs and eventually   reduce benefits.   

The new direction of ERISA litigation will force plan fiduciaries to become more cognizant of their role, 
plan documents, policies, fee arrangements, procedures, disclosure, process, documentation and liability 
insurance.  Litigation will also increase the demand for qualified retirement plan specialists.  

More sponsors are opting for automatic enrollment, but market volatility could generate complaints from 
participants defaulted into equity heavy target date funds.  Automatic enrollment features are a positive 
for some groups, but they will not solve the savings shortfall.  

The majority of Americans are not prepared for retirement and surveys indicate that 60% of the 
workforce lives from paycheck to paycheck.  Almost 40% of retirees are totally reliant on social security 
and few realize that Medicare covers only about half of healthcare expenses. 
 
 

___________________ 
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Advisor 
 
 
As sponsors increasingly acknowledge their fiduciary role, retirement plans specialists are gaining 
momentum in the mid-market, but many are at capacity. This is a major opportunity for specialists 
capable of differentiating their practice and communicating their value because RIAs will replace 
most of the traditional broker sold products in the mid-large plan market.   Non-specialized RIAs 
also have an opportunity to partner with other specialists and gain market share in the small plan market. 
 
 
Low margins and somewhat generic products are tilting the scale towards advisors with strong 
relationships.  Vendors are also pressuring advisors to become strategic partners.  The partnerships make 
economic sense, but they also dilute independence.  
 
The trade media serving advisors have become more retirement plans savvy, but they continue to talk 
about the retirement plan opportunities available to non-specialized RIAs without addressing the huge 
learning curve.   
 
As assets cycle from accumulation to distribution, the trade also notes the individual wealth management 
opportunities available through retirement plans.  However, they never mention the fiduciary conflict that 
exists when advisors solicit business at the plan and participant level.  Retirement plan advisors 
considering participant business that goes beyond education should think about the conflict before 
pursuing it and read the DOL’s largely ignored AO 2005-23.  
 
Independent RIAs pursuing business at the plan & participant level should consider servicing the business 
on a fee only basis and establishing a separate corporation to service participants. If participant level 
business is pursued, the RIA should obtain from the plan committee a written acknowledgement of the  
potential conflict.  The committee could also limit the services and/or require participants to sign a non-
product endorsing agreement.   
 
The DOL opinion is also being ignored by provider trust departments.  Vendors are targeting rollovers 
with aggressive initiatives and they are ahead of advisors. Major assets are poised to move and advisors 
interested in individual wealth management business should get their programs in motion now. 
 
 

___________________ 
 

 
 
Managing Change & Growth 
 
To manage the changes ahead and continue growing, advisors must adapt, increase professionalism, 
remain product current, operate with a higher fiduciary standard, avoid fiduciary conflict and operate with 
full disclosure.  Make no mistake, the DOL proposed regulations on contracts make the disclosure of 
relationships very important.   
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Advisors must practice risk management by ensuring that their E&O coverage is adequate for their 
specific practice, including investments and fiduciary services.  Advisors should also seek contractual 
insulation and avoid sponsors without adequate insurance along with those that don’t take their fiduciary 
responsibilities seriously. 
 
In addition to identifying profitable growth trends and new opportunities, advisors must evaluate their 
business umbrella and business plan while professionalizing their practice.  Technology, compliance 
and staffing must be embraced. Advisor practices are scale type businesses, but given the diversity of 
needs plan sponsors are seeking, non-team practices are facing an uphill battle.   In short, advisors 
need a plan for growing, managing and transitioning their practice.  
 
Specialization is the order of the day and in addition to identifying the targeted market, success requires 
a well executed marketing plan.  The plan should include brand development, differentiation, concise 
communications and a formalized referral process.  Satisfied clients are always the best source of new 
business, but the referral machine should include the firm, vendors and centers of influence.  A strong, 
consistent and integrated message should also be delivered through multiple channels, including clients 
and non-clients.  
 
The sales process has become consultative.  Service is central to success, but it is not a substitute for 
technical expertise.  The retirement plans learning curve is steep and the landscape is populated with a 
fiduciary minefield.  Advisors and team members focusing on individual wealth management business 
should, however, target wealthier clients, assume a more holistic approach –including accumulation, 
distribution & estate planning – and position service as a differentiator.  
 
 

______________________ 
 
 

“Change is constant, growth is optional, choose wisely.” 
 

______________________ 
 
 

The CFDD is not a law firm or an advisory firm.  We don’t give legal, tax, investment or any other type of advice.  
This release is published exclusively for the trade as general information.  The CFDD does not warrant and is not 

responsible for the accuracy of content, errors or omissions. 
                          

 


