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MainStay means seasoned credit managers who know opportunity from risk.
MainStay means a suite of highly rated, high-yield solutions.

Most importantly, MainStay means access to a wide range of solutions to help advisors and their clients meet their goals of generating
income, tax-conscious investing, managing volatility, and building long-term wealth.

To learn more about our income-generating solutions, call 888-474-7725 or visit mainstayinvestments.com/highyield.
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Before you invest: A portion of the Fund’'s income may be subject to state and local taxes or the alternative minimum tax. High-yield securities
(commonly referred to as “junk bonds") are generally considered speculative because they present a greater risk of loss than higher-quality
debt securities and may be subject to greater price volatility. High-yield municipal bonds may be subject to increased liquidity risk as compared
to other high-yield debt securities. The Fund may invest in derivatives, which may increase the volatility of the Fund's net asset value and may
resultin aloss to the Fund. Funds that invest in bonds are subject to interest-rate risk and can lose principal value when interest ratesrise.
Bonds are also subject to credit risk, in which the bond issuer may fail to pay interest and principal in a timely manner.

MainStay Short Duration High Yield Fund Class | shares rated five (three A) stars overall and five (three A) stars for the three-year period from among 646 High Yield Bond funds. MainStay High Yield Corporate Bond Fund
Class | shares rated four (three A) stars overall and four (two A), four (three A), and four (three A) stars for the three-, five-, and 10-year periods from among 646, 530, and 365 High Yield Bond funds, respectively.
Ratings as of 3/31/16.
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Muni funds as of 3/31/16. National Long funds as of 3/31/16. New York Long funds as of 3/31/16.

MainStay means insights from expert active municipal managers, who have a long history of getting it right.
MainStay means a suite of five star investment-grade, high-yield, and state-specific municipal solutions.

Most importantly, MainStay means access to a wide range of highly rated solutions to help advisors and their clients meet their goals
of tax-conscious investing, generating income, managing volatility, and building long-term wealth.

To learn more about our muni insights and five star solutions, call 888-474-7725 or visit mainstayinvestments.com/munibonds.

| I ' For tax-conscious investing, think MainStay. MAIN STAY
U AP INVESTMENTS®

Before you invest: A portion of the Fund's income may be subject to state and local taxes or the alternative minimum tax. High-yield securities
(commonly referred to as “junk bonds”) are generally considered speculative because they present a greater risk of loss than higher-quality
debt securities and may be subject to greater price volatility. High-yield municipal bonds may be subject to increased liquidity risk as compared
to other high-yield debt securities. The Fund may invest in derivatives, which may increase the volatility of the Fund's net asset value and may
resultin aloss to the Fund. Funds that invest in bonds are subject to interest-rate risk and can lose principal value when interest ratesrise.
Bonds are also subject to credit risk, in which the bond issuer may fail to pay interest and principal in a timely manner.

Because the Fund invests primarily in municipal bonds issued by or on behalf of the State of New York and its political subdivisions, agencies, and
instrumentalities, events in New York are likely to affect the Fund's investments and performance.

For more information about MainStay Funds®, call 800-MAINSTAY (624-6782) for a prospectus or summary prospectus. Investors are
asked to consider the investment objectives, risks, and charges and expenses of the investment carefully before investing. The prospectus
or summary prospectus contains this and other information about the investment company. Please read the prospectus or summary
prospectus carefully before investing.

Morningstar is anindependent fund performance monitor. For each fund with at least a three-year history, Morningstar calculates a Morningstar Rating™ based on a Morningstar Risk-Adjusted Return measure that
accounts for variation in a fund’'s monthly performance (including the effects of sales charges, loads, and redemption fees), placing more emphasis on downward variations and rewarding consistent performance.
The top 10% of funds in each category receive five stars, the next 22.5% receive four stars, the next 35% receive three stars, the next 22.5% receive two stars, and the bottom 10% receive one star. The Overall
Morningstar Rating™ is derived from a weighted average of the performance figures associated with its three-, five-, and 10-year (if applicable) Morningstar Rating™ metrics. Funds with less than three years of
performance history are not rated. The Morningstar Rating™ for load-waived (LW) A shares better reflects the investor experience for those individuals who do not pay the fund's front-end sales load, such as
retirement plan participants. Load-waived A shares are displayed and treated like a separate share class. To be eligible for load-waived ratings and returns, the fund must be an A share class, must have a front load,
and must be domiciled in the United States.

MainStay High Yield Municipal Bond Fund Class | shares rated five (four A) stars overall and five (three A) and five (four A) stars for the three- and five-year periods from among 167 and 149 High Yield Muni funds,
respectively. MainStay Tax Free Bond Fund Class | shares rated five (three A) stars overall and five (three A), five (three A), and three (A) stars for the three-, five-, and 10-year periods from among 181, 175, and 143
Muni National Long funds, respectively. MainStay New York Tax Free Opportunities Fund Class | shares rated five (three A) stars overall and five (three A) stars for the three-year period from among 89 Muni New
York Long funds. Ratings as of 3/31/16.

MacKay Shields LLC, a federally registered advisor and an affiliate of New York Life Investments, subadvises the Funds. MainStay Investments®is a registered service mark and name under which New York Life
Investment Management LLC does business. MainStay Investments, an indirect subsidiary of New York Life Insurance Company, New York, NY 10010, provides investment advisory products and services. The
MainStay Funds® are managed by New York Life Investment Management LLC and distributed by NYLIFE Distributors LLC, 30 Hudson Street, Jersey City, NJ 07302, a wholly owned subsidiary of New York Life
Insurance Company. NYLIFE Distributors LLC is a Member FINRA/SIPC.

© 2016 New York Life Insurance Company, 51 Madison Avenue, New York, NY 10010. 1689690
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EDITOR'S NOTE

The obstacle course

A s editor of InvestmentNews, 1
often find myself in the posi-
tion of reminding people not to kill
the messenger. I suspect that will
be the case again as this week’s
cover story on the business envi-
ronment for independent broker-
dealers makes the rounds.
Our story, based on
exclusive data from
InvestmentNews’
research team, delves
into the many obstacles
indie B-Ds faced in 2015
— and the many that
still lay in their path in

- >

leaner and more efficiently. They
are taking a fresh look at what
they sell and how they sell it.
They’re contemplating new busi-
ness models that will allow them
to thrive in a fiduciary-driven
world, something Investment-
News reporter Liz Skinner writes
about in more depth in
her story on Page 10.
“The overall environ-
ment is not particularly
friendly, but big firms
will be able to adjust
from an operations
standpoint,” Larry Roth,

=

2016. CEO of Cetera Financial
What are some of Group, told Bruce.

those obstacles? Well, as . Having spent the

InvestmentNews senior a4  beginning of last week

columnist Bruce Kelly Gabriel Jr. in Nashville, where I

reports in his story on attended the National

Page 8, they run the gamut. Every-
thing from a turbulent stock mar-
ket to uncertainty surrounding the
Labor Department’s fiduciary rule,
to downward pressure on fees, has
conspired to make for a formida-
ble business environment.

Also, let’s not forget that we
are in the middle of an election
year — and a particularly crazy
one at that.

To be sure, independent bro-
ker-dealers are a resilient bunch.
Many, through investments in
technology, are learning to run

Association of Plan Advisors’
401(k) Summit and may have
dropped in on one or two country
music venues, I am reminded of a
quote often attributed to famed
country music singer Jimmy
Dean. He said,“I can’t change the
direction of the wind, but I can
adjust my sails to always reach
my destination.”

That’s pretty good advice for
many of our readers.

fgabriel@investmentnews.com
Twitter: @fredpgabriel
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Resolution to kill DOL fiduciary
clears House committee 22-14

Wath little support
from Democrats, it may
be an empty gesture

By Mark Schoeff Jr.

A House committee last Thurs-
day approved along party lines a
resolution that would Kkill the Labor
Department’s recently finalized rule
to raise investment advice standards
for retirement accounts.

The vote, 22-14 in the House Edu-
cation and the Workforce Commit-
tee, illustrates the steep hill
Republican opponents must climb to
scuttle the measure, as it now moves
to the House floor.

Democrats appear to be staying
united behind the regulation and
therefore wouldn’t contribute to the
supermajority of votes Congress
would need to override an almost
certain veto from President Barack
Obama, if the resolution makes it to
his desk.

WORRIES EASED

One of the most vocal Democrats
to express reservations about the pro-
posed rule, Rep. Jared Polis, D-Colo.,
told reporters after the vote that the
modifications the DOL made to the
final rule have eased worries among
Capitol Hill Democrats.

“The final version of the rule
incorporates most of the concerns

and addresses many of the ques-
tions that we expressed through our
letters to the secretary,” Mr. Polis
said, referring to DOL Secretary
Thomas Perez.

Mr. Polis was one of nearly 100
Democrats who wrote a letter last
year calling for changes to the rule.
In addition, more than a dozen Sen-
ate Democrats wrote to DOL.

Republicans are advancing the

Fiduciary rule
changes:

Rep. Jared Polis,
D-Colo., said the
DOL incorporated
most concerns.

resolution under the Congressional
Review Act, which gives Congress 60
legislative days to block a rule after
it has been released in final form.

A similar resolution was intro-
duced earlier this week in the Senate.

LIKELY TO PASS HOUSE
The congressional resolution of
disapproval will likely pass the full
Continued on Page 34

Cetera recruits $200M team

Firm attracts advisers
despite its parent
company’s bankruptcy

By Bruce Kelly

Despite a bankruptcy filing by its
parent company, Cetera Financial
Group announced last Wednesday
that it had recruited Empire Asset
Management Group, an upstate
New York team with $200 million in
client assets.

Cetera Financial Group’s par-
ent company, RCS Capital Corp.,
filed in January for a pre-arranged
Chapter 11 bankruptcy reorgani-
zation in which its debt would be
converted to equity in Cetera.
Cetera is a network of 10 inde-

pendent broker-dealers that has
close to 9,000 registered reps and
advisers.

INVESTOR-CONTROLLED

Cetera expects to emerge from
bankruptcy by the end of next
month as a privately held company
controlled by its institutional
investors.

“Choosing Cetera reflects the
strength of our value proposition,
as well as the strong progress we
continue to make in transforming
into a privately held, independent
organization exclusively dedi-
cated to the advisers and institu-
tions we support,” Cetera
Financial Group CEO Larry Roth
said in a statement.

The two advisers leading Em-

pire Asset Management Group,
Brad Konopaske and Paul Paska,
were formerly registered with
Northern Lights Distributors, a bro-
ker-dealer that specializes in
mutual fund distribution.

According to BrokerCheck, Mr.
Konopaske and Mr. Paska have
been registered with Cetera Advisor
Networks since December.

As part of the move, Empire
Asset Management, which is based
in Albany, N.Y., will work under
Harvey Bowks, a regional manager
commonly dubbed a super OSJ, or
office of supervisory jurisdiction, in
the independent broker-dealer
industry.

bkelly@investmentnews.com
Twitter: @bdnewsguy
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arlier this month, I shared how

my clients reacted when I told
them I'd become a fiduciary. The
short version: mostly silence

5 Wsee
COMMUN \cATDR-

CARL RICHARDS

For iduciaries, chients sit
at the center of 1t all

financial advisers. It’s a chance
for clients to learn how you put
them first.

people to sell to — kind of like a
hammer running around looking
for nails to hit. A real adviser, on
the other hand, says, “Help me
understand your needs, so I can
find the right tool (i.e., product) to
serve you best.”

THE DESTINATION
It may seem like a small distinc-
tion, but it will make all the differ-
ence to your clients. Just imagine
you’re going on a trip, and some-
one is trying to sell you a car to
drive there. But this person doesn’t
bother to ask where you’re going.
So if you're headed to an island, a
car won't get you very far. That’s a
salesperson. An adviser will ask
you your destination before sug-
gesting the best way to get there.
I've found this sketch to be really
helpful when it comes to

and shoulder shrugs. A few
clients tried saying it —
“fiduci-what?”— before they
told me they already believed
my advice put them first.

DOL RULE

So I thought it might be
helpful to share one of the
most valuable ways I've found
to have this conversation with

e Foveney e Suesterson
@
. 0
BEMN BB G

explaining the difference.
Draw it on the whiteboard or
print it out. I'm betting your
clients’ eyes will light up, and
they’ll immediately understand
the value of working with you,
a real financial adviser.

Carl Richards is a certified
financial planner and direc-
tor of investor education for

clients. After all, the Depart-
ment of Labor’s new rule creates an
opportunity to have some great con-
versations with clients about what it
means to be a fiduciary.

Again, I know some people are
concerned about the financial and
regulatory impact of the rule. But
think about what it means for real

The simplest version goes like
this: You put clients at the center of
the relationship. In contrast, sales-
people, whatever their official title,
put products at the center of what
they do.

For instance, a salesperson runs
around with a product looking for

the BAM Alliance. He’s also
the author of the weekly “Sketch
Guy” column at the New York
Times. He published his second
book, “The One-Page Financial
Plan: A Simple Way to Be Smart
About Your Money” (Portfolio),
last year. Email Carl at master-
comm@behaviorgap.com.

Prince’s estate tax
may start long feud

By Greg Iacurci

The death of the virtuoso music
artist Prince last Thursday set off a
countdown until the tax man takes a
bite out of the star’s estate.

Relevant parties must determine
just how big Uncle Sam’s bite will
be. In the case of a musical super-
star like Prince, though, such a task
is a real challenge — borderline
impossible, even, some say — and
could spark a lengthy feud between
the government and the estate. And
the stakes are high, given that more
than half the estate’s value could be
forfeited in tax.

Richard Behrendt, director of
estate planning at Annex Wealth

Management, calls it a “quirky valu-
ation challenge” that is more art
than science. The difficulty comes
down to placing a value on intangi-
ble assets, such as future royalties
the artist may earn from a body of
work.

PRESENT VS. FUTURE VALUE
“You're trying to look at present
value of a future income stream,”
said Charlie Douglas, board mem-
ber of the National Association of
Estate Planners and Councils and

an Atlanta-based wealth adviser.
Prince reportedly amassed a for-
tune worth around $300 million. Yet
Continued on Page 33

DOL rule gives 401(k

Reg’s fallout will kick
off ‘hunting season’
for DC plan business

By Greg lacurci

A panel of executives that
included representatives from bro-
ker-dealers and registered invest-
ment advisers said the fallout from
the Labor Department’s new fiduci-
ary rule would create an opportunity
for advisers specializing in 401(k)
plans to steal business away from
generalist advisers.

‘PLANS IN PLAY’

“We think there will be a lot of
plans in play,”said J. Fielding Miller,
CEO of CapTrust Financial Advi-
sors.“This is kind of like prime hunt-
ing season for our industry.”

While retirement specialist advis-
ers derive most of their business
from the defined-contribution-plan
market, generalists, or “dabblers,”
tend to do most of their business in
wealth management and may advise
only a handful of retirement plans.

The Department of Labor’s new
rule, which raises investment advice
standards for retirement accounts,
puts pressure on the dabblers to
reconsider whether they want to be
in the retirement business, Mr.
Miller said last Tuesday at the
National Association of Plan Advi-
sors’ 15th annual 401(k) summit in
Nashville, Tenn.

Some smaller firms will struggle
to comply with the new rule, and the
additional risk of private litigation
will scare some providers into turn-
ing away from the retirement busi-
ness, according to Edward O’Connor,
managing director of retirement

strategy at Morgan Stanley.

The additional compliance and
litigation risk associated with the
new rule was a focal point of the
NAPA event.

William Chet-
ney, CEO of GRP
Advisor Alliance,
said the contrac-
tion would be
“better for the
ones that are left.”

CONFLICTED
As the indus-
try moves toward
full implementa-
tion of the rule, which will be
phased in through the end of 2017,
players who have supposed conflicts
in the eyes of the DOL and are not
able to mitigate those disputes in a
timely way will make themselves
vulnerable to specialist advisers, Mr.

Miller said. For example, specialists
prospecting business can point out to
plan sponsors that their current
adviser is conflicted, he said.

“It’s a great
time to grow
market share,”
Mr. Miller said
on the confer-
ence sidelines.

Dabblers who
want to continue
doing 401(k)
business at Mor-
gan Stanley may
be required to get
additional cre-
dentials pertinent to the retirement-
plan market, or partner with an
adviser who has the appropriate cre-
dentials, according to Mr. O’Connor.

“We’ll make it more and more
difficult to do 401(k) business at
Morgan Stanley if you're a general-

spectalists an edge over generalsts

ist,”Mr. O’Connor said.

The panelists also discussed the
rule’s effect on rollover business,
saying there probably will be fewer
rollovers as fewer brokers and
advisers recommend rollovers, and
more participants keep their money
in-plan as a result.

BOON TO PLANS

Retirement assets staying in
plans will be a boon to plan service
providers, the panelists said.

Those firms for which rollovers
represent a primary part of their
business model will have to rethink
that model, according to Mr. O’Con-
nor.

“Rollovers will become a less
important part of anyone’s business
model,”he said.

giacurci@investmentnews.com
Twitter: @gregiacurci

Investing in GLD® allows investors to take advantage of gold’s historically low correlation to stocks and bonds.
Average daily dollar volume for GLD over the past three months was $604.1M as of 12/31/15. The second largest gold ETF had average daily dollar volume of $70.8M as of 12/31/15. Source: Bloomberg.

Diversification does not ensure profit or guarantee against loss.
There can be no assurance that a liquid market will be maintained for ETF shares.

Investing in commodities entails s

Important Information Relating to
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DOL rule could spark acquusitions of RIAs as well as B-Ds

he DOL fiduciary rule,

already expected to
spur consolidation in the
broker-deal industry, could
also hasten mergers in the
registered investment
adviser space.

“Our merger conversa-
tions are up 20% over last
year”and the Labor Depart-
ment’s fiduciary rule is a big
part of those discussions,
said Paul Lally, president of
Gladstone Associates, a con-
sulting firm that specializes
in mergers and acquisitions
for RIAs.

Christine
Idzelis

U,n DDL of the regulation is rippling
Fiduciary into the RIA market, a seg-

The new regulation,
which requires all financial
advisers to put clients’ best
interests before their own
when helping them with
their retirement accounts,
has already spurred deal-
making in the broker-
dealer industry where firms
have been concerned about
the cost of liability and
compliance.

Now the April 6 release

ment of the financial advice
industry where a lighter impact

was expected because it’s already
held to a best-interests standard
when making any investment rec-
ommendations. Still, RIAs have to
ensure they’re in compliance with
the regulation laid out in more than
1,000 pages.

‘SCALE MATTERS’

That takes time to digest. Add in
the cost of implementation and that
may be more than some smaller
firm owners care to take on alone,
according to David Canter, the head
of practice management at Fidelity
Clearing & Custody Solutions.

The implications may vary in

THE DIFFERENCE
EXPERIENCE CAN MAKE.

At Jackson®, strong leadership combined with our Long-term Smart® philosophy enabled us to thrive. And that

nuanced ways between RIAs and
broker-dealers, but all will need to
understand and comply with the
DOL rule, said Mr. Canter, who sees
mergers giving smaller firms the
scale they need to mitigate back-
office costs.

“It’s increasingly become a busi-
ness where scale matters,”he said.“It
can help you compete in the market-
place.”

“There’s too much complexity”in
the regulatory environment for own-
ers who lack the bandwidth to ana-
lyze it as closely as they’d like or the
deep pockets to invest in compli-
ance, Mr. Lally said.

EXPERIENCE

means that we've never taken our attention off of what we think matters most—our advisors. Providing investment

freedom, new technologies, educational opportunities, and the support needed to pursue your business goals will

always be our priority.

Numbers that Inspire Confidence

e America’s #1 provider of variable annuities."

e Unchanged financial strength ratings for 13 years straight.?

e Recipient of 11 world-class customer service awards.?

Looking for a smart, capable partner? Call 800/406-5653 today.

National ratings and rankings do not include Jackson of NY.

'LIMRA Secure Retirement Institute U.S. Individual Annuities Sales Survey, 3rd QTR, 2015. Jackson was first in variable annuity sales out of 44 participating companies

that provided LIMRA with quarterly data.

2 Ratings current as of 12/31/2015. Financial strength ratings do not apply to the principal amount or investment performance of the separate account or underlying

investments of variable products.

3 Service Quality Measurement (SQM), 2015. Jackson named Award Recipient for both “Highest Customer Service (Financial)” and “Call Center World Class Call

Certification” in ‘04, ‘06 - “15.

Before investing, investors should carefully consider the investment objectives, risks, charges and expenses
of the variable annuity and its underlying investment options. The current contract prospectus and
underlying fund prospectuses, which are contained in the same document, provide this and other important
information. Please contact the Company to obtain the prospectuses. Please read the prospectuses carefully

before investing or sending money.

Variable annuities are long-term, tax-deferred investments designed for retirement, involve risks and may lose value. Earings are taxable as ordinary income
when distributed and may be subject to a 10% additional tax if withdrawn before age 59.

Jackson® is the marketing name for Jackson National Life Insurance Company® (Home Office: Lansing, Michigan) and Jackson National Life Insurance Company
of New York® (Home Office: Purchase, New York). Jackson National Life Distributors LLC.

Not FDIC/NCUA insured ® May lose value ® Not bank/CU guaranteed
Not a deposit ® Not insured by any federal agency
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JACKSON'

LONG-TERM SMART®

Firms with less than $1 billion of
assets are “under the most stress”as
economies of scale have not yet
been reached, he explained.

RECORD DEALS IN 2015
The RIA industry saw an
unprecedented 123 acquisitions last
year, exceeding by 37% the previous
record set in 2014, according to a
February report from consulting
firm DeVoe & Co. Wealth managers
will keep coming up for sale as their
founders near retirement and as oth-
ers seek scale to reduce costs,
according to the report.
Continued on Page 33

Richard Turnill: The price of
diversifying via fixed income is rising.

Returns to be
stuck on low
for five years

BlackRock strategist
says U.S. assets will

lag a global portfolio

By John Waggoner

Richard Turnill, BlackRock Inc.’s
chief global investment strategist,
has some advice for investors: Curb
your enthusiasm. And he’s not
alone.

“We see a global portfolio made
up of 60% equities and 40% fixed
income producing annual returns of
just 3.3% in U.S. dollars, before
inflation, over the next five years,”
Mr. Turnill wrote in BlackRock’s
most recent weekly market com-
mentary. The outlook is worse for
those who stay with U.S. assets: less
than 3%, or about 1% a year after
inflation.

LONG, FLAT RECOVERY
One reason for the gloominess:
likely negative returns for long
Treasury bonds and eurozone debt
as well. Low interest rates here and
abroad make long-dated debt partic-
ularly vulnerable.“These assets are
still important portfolio diversifiers,
but the price of that diversification is

rising,” Mr. Turnill warned.
Assuming a long, flat recovery —
which Mr. Turnill does — stocks may
be laggards as well, at least com-
pared to their long-term average
returns. He expects U.S. stocks,
Continued on Page 33




Looking for income

as rates rise”?
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At Federated, our experienced management team looks
for the best opportunities for income from both stocks and
bonds, domestically and overseas. This allows us to create
a diversified lineup of funds to pursue a variety of investors’
goals. Because when it comes to income, we're deeply invested.
To learn more, visit FederatedInvestors.com/Income.

Federated.

Please carefully consider the fund’s investment objectives,
risks, charges and expenses before investing. For this
and other information, call 1-800-341-7400 or visit
FederatedInvestors.com for a summary prospectus,

or prospectus. Read it carefully before you invest.

Mutual funds are subject to risk and fluctuate in value.

International investing involves special risks including currency risk,
increased volatility, political risks, and differences in auditing and other
financial standards.

Income from the Muni and Stock Advantage Fund may be subject to
state and local taxes. Although this fund pursues tax-advantaged
income and seeks to invest primarily in securities whose interest is not
subject to the federal alterative minimum tax, there are no assurances
that it will achieve these goals. As indicated in its name, the Fund
invests in both municipal and equity securities. Thus, the fund is not
entirely a “tax-exempt” or “municipal” fund, and a portion of the income
derived from the fund’s portfolio (or dividend distributions) will be subject
to federal income and state and local taxes.
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We have more
choices to suit you.

Among our 40 income funds:

Federated Floating Rate Strategic Income Fund FRSAX

Federated Muni and Stock Advantage Fund FMUAX

Federated Strategic Value Dividend Fund SvAAX

Diversification does not assure a profit nor protect against loss.

There are no guarantees that dividend-paying stocks will continue to pay
dividends. In addition, dividend-paying stocks may not experience the
same capital appreciation potential as non-dividend-paying stocks.

Bond prices are sensitive to changes in interest rates, and a rise
in interest rates can cause a decline in their prices.

Variable and floating-rate loans and securities generally are less
sensitive to interest rate changes but may decline in value if their
interest rates do not rise as much or as quickly as interest rates in
general. Conversely, variable and floating-rate loans and securities
generally will not increase in value as much as fixed-rate debt
instruments if interest rates decline.

NOT FDIC INSURED « MAY LOSE VALUE
NO BANK GUARANTEE

Federated Securities Corp., Distributor ® Federated is a registered trademark of
Federated Investors, Inc. 2016 ©Federated Investors, Inc. G46076-01 (3/16)
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ell,1t’s finally happening. The
Labor Department’s fiduci-
ary rule has landed, and the
effects of the historic final
rule announced April 6 are

starting to ripple through the finan-
cial advisory industry.

But for all the bellyaching sur-
rounding the new financial regula-
tion because of the disruption it will
cause to adviser and broker com-
pensation, the specter of higher
overall business costs and reduced
investment options, and so on and
so forth, there’s an emerging silver
lining. In the technology space, the
rule is likely to unleash a wave of
software upgrades and business
relationships that will result in
greater efficiencies for advisory
practices throughout the country —
and presumably better client service
for years to come.

Still a skeptic? Take a closer look
at the independent broker-dealer
space, where the rule’s footprint
already has manifested itself in a
notable partnership. LPL Financial,
the largest organization of inde-
pendent financial advisers in the
nation, has pivoted to a new partner,
BlackRock Inc., the world’s largest
asset manager, for assistance
in paving the way to its first
robo-advice platform.

THE RIGHT MIOMENT

As InvestmentNews tech-
nology reporter Alessandra
Malito noted in her report in
last week’s issue, LPL had
been eyeing a robo-offering for
some time but was looking for the
right fit — or perhaps the right
moment.

Jon Ulin, managing principal of
Ulin & Co. Wealth Management, an
affiliate of LPL, says the move comes

VIEWPOINT

EDITORIALS

Bright sude of new rule: Tech and efficiency

at a good time, in the
wake of the DOL rule,
which requires all
advisers to act in their
clients’best interests on
retirement accounts.

NEW PLATFORMS
“With the new
DOL regulations push-
ing financial advisers
to focus more on utiliz-
ing ‘fee-based’ invest-
ment platforms in
retirement accounts, I
am looking forward to
having access to the
new LPL robo-plat-
form,”Mr. Ulin said.
LPL will integrate

LEMONADE,
ANYONE?

S@zue

FutureAdvisor, which
BlackRock acquired
last summer, on its custodial dash-
board, providing access to the firm’s
model investment portfolios as well
as data aggregation, portfolio man-
agement and a client portal.

FOR ALL THE bellyaching
surrounding the new regulation,
there’s an emerging silver lining.

“Members of the financial serv-
ices community believe that digital,
especially digital together with the
relationships and value an adviser
already provides to clients, is the
wave of the future,”Bo Lu, CEO of
FutureAdvisor, told InvestmentNews.

The LPL news was quickly fol-
lowed by word that MoneyGuide-
Pro — the popular Internet-based
financial planning program for
advisers offered by tech developer
PIEtech Inc. — had released
its latest generation of soft-
ware to align with the DOL
rule, as we report on Page 36
of this week’s issue.

PLANNING CRITICAL
“The DOL may have unin-
tentionally made financial
planning critical, as advisers now
must defend that their recommenda-
tions were in the client’s best inter-
est,” Kevin Knull, president of
PIEtech, said during an interview at
the company’s office in Powhatan,Va.
As the first waves of change and

technology adaptation lap the
shores of the broader industry, the
moves by LPL and PIEtech’s Mon-
eyGuidePro are telling. Forward-
thinking firms already have made
their business decisions, set solid
plans in place or are making other
strategic moves to stay ahead of the
changes that will result from the
DOL rule’s adoption. The much-
debated rule provides a great oppor-
tunity for all brokers and advisers to
gain an edge on rivals who may be
too slow off the mark to survive the
bigger changes to come.

With each week, the industry is
seeing how the new standards are
prompting advisers to live up to the
raised bar for retirement advice.
And the industry and investing pub-
lic should be all the better for it.

Clients stll need Social Security aduvice

he Bipartisan Budget

Act of 2015 took the

wind out of the sails of

many advisers who

had been looking for-
ward to using a Social Security
claiming strategy known as file and
suspend on behalf of their baby
boomer clients.

The option, which was elimi-
nated in the budget deal, allowed
those 66 or older to file for Social
Security and activate benefits for a
spouse or minor child while sus-
pending them for themselves while
they built up extra benefits they
could claim down the road. The
option sunsets on Friday.

KEY SOURCE OF INCOME

But this doesn’t mean advisers
should put Social Security planning
on the shelf. If nothing else, the file-

and-suspend strategy alerted a lot of
advisers to the importance of these
benefits and the need to maximize
them for their clients. After all, Social
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Security will constitute a key portion
of retirement income for many of
their clients, and the budget act did-
n’t wipe out all of the options that
could help them — at least not yet.
For example, the phase-out
period for another strategy known

as a restricted application for
spousal benefits will continue, in
some cases, for another eight years.
This option allows those 66 or older
to claim one-half of their spouse’s,
or ex-spouse’s, full retirement age
benefit for up to four years while
their own benefits continue to grow
by 8% a year up to age 70.To take
advantage of this option, a client
must have been at least 62 by the
end of 2015.

Beyond these creative strategies,
clients need help with other ques-
tions concerning both Social Secu-
rity and Medicare as they get close
to retirement. Among the biggest
issues is figuring out the optimum
age to claim Social Security bene-
fits. That will generally depend on
many factors, including work
options, health, income needs and
retirement goals. Some clients may

want to claim benefits as early as 62,
but an adviser may conclude it is not
in their best interests in the long run.

QUALITY OF LIFE

Like many of life’s important
decisions, those surrounding Social
Security and Medicare can enhance
— or sometimes impair — the qual-
ity of a client’s life. They should not
be taken lightly by either clients or
advisers.

ADD YOUR VOICE to the
mix. Readers: Keep letters
brief. Include your name, title,
company, address and

a telephone number for
verification purposes. Email
Frederick P. Gabriel Jr. at
fgabriel@investmentnews.com.
All mail may be edited.
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AS INDEPENDENT B-Ds COME OFF A GLOOMY 2015, THE FORECAST THIS YEAR IS FOR MORE OF THE SAME

BY BRUCE KELLY

FORTHE INDEPEDENT
broker-dealer industry, 2015 was
the worst year in the last six,
and 2016 promises to be just as

difficult — if not more so.

“If 2015 was bad, 2016 is worse,”said Joel Marks,
the former chairman of independent broker-dealers
First Allied and The Legend Group.“I think it’s
going to be a challenging year.”

The independent broker-dealer industry suffered
its worst year since the credit crisis, with the top 25
firms collectively reporting $21.03 billion in rev-
enue, an annual increase of just 3.2%, according to
the latest InvestmentNews survey.

By that measure, it was the weakest year for the
industry since 2009. That’s when the S&P 500 fell to
a low of 683.4 before rebounding. The top 25 firms
recorded a meager 2.6% year-over-year growth in
revenue that year.

In recent years, the top 25 independent broker-
dealers have typically reported double-digit rev-

enue growth, with 2012 being the sole outlier, when
they reported single-digit revenue growth.

In 2015, the next tier of broker-dealers struggled
even more. Independent broker-dealers ranked 26
through 50 in the annual InvestmentNews survey
reported a decline in revenue of 1.2%.

There were several culprits to blame for the
independent broker-dealer industry’s very bad year.

The stock market, which at times in 2015
seemed panicked, unnerved investors. The S&P
500, including dividends, rose by just 1.4%. Antici-
pation of the Labor Department’s fiduciary rule
soaked up resources at already-strapped firms, as
the industry sought to prepare for a fundamental
change in how the securities industry is regulated.
And the decline in sales of high-commission prod-
ucts, such as nontraded REITs and variable annu-
ities, added to the industry’s top-line pressure.

CONMMISSION REVENUE
Of all the negative factors, the decline in commission
revenue did the most damage. The top 25 firms reported
$9.85 billion in commission revenue last year, compared
with $10 billion in 2014, a drop of 1.6%. A stunning 33 of
Continued on Page 10

INSIDE’

Still plenty of headaches in
DOL fiduciary rule. Page 10

Top 50 firms ranked by
revenue. Page 12

Profiles of 80 independent
broker-dealers. Pages 14-28
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Your income
can’t wait for the

right market
conditions.

PIMCO INCOME FUND % % % % % PIMIX

In today’s low-yield, high-volatility world, it's more PIMCO Income Fund Institutional Class Average Annual Returns
difficult than ever for investors to get the income they M Barclays U.S. Aggregate Index as of 3/31/2016
need without taking on too much risk. PIMCO Income 10%
Fund has been able to sustain a remarkably steady level 7.95% R

of income throughout its history, while managing risk 248% 1960  MABGE 2.50% - e
through changing environments. I ] 0%

1YR 3YR 5YR Since Inception
Learn how the fund has performed for investors over

Performance quoted represents past performance. Past performance is not a guarantee or a reliable
time at pimco.com/income indicator of future results. Investment return and the principal value of an investment will fluctuate.

Shares may be worth more or less than original cost when redeemed. Current performance may be
loweror higher than performance shown. For performance current to the most recent month-end, visit
pimco.com or call 888.87.PIMCO. Inception date: 3/30/2007. Total expense ratio: 0.45%. Overall
Morningstar Rating™ among 231 multisector bond funds based on risk-adjusted returns as of 3/31/2016.
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STILL PLENTY OF HEADACHES
IN DOL FIDUCIARY RULE

NEW BUSINESS MODELS, HEAVY COMPLIANCE COSTS AND FIGURING OUT
‘REASONABLE’ FEES ARE AMONG THE ITEMS GIVING IBDS FITS

BY LIZ SKINNER

ven though the Labor Department’s recent
changes to how financial advisers can coun-
sel clients on retirement assets isn’t the
industry killer some had feared, independ-
ent broker-dealers will find plenty of
unpleasant realities among the details of the
final 1,023-page rule.

The Labor Department’s conflict-of-interest — or
fiduciary — rule, which will begin to take effect in a
year, will require all professionals to recommend what
is in the best interests of clients when they offer advice
on 401(k) plan assets, individual retirement accounts
or other qualified monies saved for retirement.

A MOVE TOWARD FEES

Practically speaking, it will move brokers, who cur-
rently live under a less stringent suitability standard,
to charge clients set fees rather than receiving pay
from commissions on products sold to them in their
retirement accounts. The alternative that the DOL pro-
vided advisers who still want to receive commissions
on annuities, alternative investments and other prod-
ucts, is a“best interest contract exemption.”It requires
the client’s signature and a reminder every time the
adviser discusses those assets that he or she is not
required to act in the client’s best interest.

“This rule is going to force a bigger change than the
industry expects,”said John Anderson, managing
director of practice management solutions for the SEI
Advisor Network.

AN ALTERED LANDSCAPE

The new regulation is likely to alter the independ-
ent broker-dealer landscape because only the largest
IBDs will have the resources to build comprehensive
compliance programs around the rule’s requirements,
experts said.

The nation’s four large brokerages, at Wall Street
investment banks Wells Fargo & Co., Bank of America
Corp., Morgan Stanley and UBS Group AG, have the
infrastructure and resources to comply with the rule.
Over the past decade they also have been moving
toward a fee-based model, which carries lower risks
under the DOL rule.

LPL Financial, Ameriprise Financial Inc. and other
large broker-dealers have said they are evaluating
exactly what the rule issued on April 6 calls for and
are figuring out how they will reform their platforms
to meet it. Even before the rule came out, LPL officials
said the firm would make it more efficient to move
broker accounts to an advisory model, and it lowered

Continued on Page 29

Hurdles

Continued from Page 8
the top 50 firms reported some
decline in commission revenue.

Nontraded REITS, which are sold
almost exclusively through independ-
ent broker-dealers, posted sales of
$10 billion in 2015, a year-over-year
decline of close to one-third, accord-
ing to figures from investment bank
Robert A. Stanger & Co. Inc.

The impact of the nose dive in
nontraded REIT sales can be seen in
another way. The top-performing bro-
ker-dealer in the top 50, Raymond
James Financial Services Inc.,

InvestmentNews.com

firms will face downward pressure
on advisory fees, he pointed to LPL
Financial’s March decision to cut
prices on some of its model wealth
portfolios in advance of DOL's new
fiduciary regulation.

‘FEE PRESSURE’

“We’ve been talking about fee
pressure for two decades and now
it’s here,” Mr. Gallant said.“Dealing
with the regulators, the DOL and
digital or robo-advice means that
advisers won’t suffer, but the home
office will. Firms will have to adjust
to lower fees and the need for more
infrastructure. That will be a chal-
lenge to some IBDs.”

Broker-dealer executives and
industry recruiters were sanguine, as

reported $1.73 billion in
revenue last year, an
increase of 10.7%. The
company’s president, Scott
Curtis, pointed to its deci-
sion not to sell nontraded
REITs as one of the rea-
sons last year was a strong

8.7%

Increase in fee
revenue in 2015
for top 25 IBDs

always, about opportuni-
ties in the market, despite
the current hurdles of
major new regulation for
retirement accounts and
shrinking sales of high-
commission products.
Larger firms that have

one relative to other firms. Among the
reasons Raymond James does not sell
REITs: illiquidity, lack of trans-
parency in pricing and high upfront
commissions, Mr. Curtis said.

“In the past, we didn’t get any lift
that some of the other firms did in
respect to the commissions gener-
ated,” he said.“In prior years our
growth was close to the average
because our competitors got that lift
from products we didn’t sell. Last
year, our assets were up, and our fee
revenue was up.”

VARIABLE ANNUITIES

Meanwhile, net sales flows for
variable annuities, another key
product sold by independent broker-
dealers, were $127.7 billion last year,
according to fund tracker Morn-
ingstar Inc. That was a decline of 6%
from 2014 and a drop of almost 17%
from the recent high for variable
annuities sales in 2011, according to
Morningstar’s data.

An 8.7% increase in fee revenue
offset the loss of commission dol-
lars. The top 25 firms reported $8.3
billion in fee revenue in 2015, com-
pared with $7.7 billion in 2014.

Earlier this month, the Labor
Department released its streamlined
final version of a regulation that will
raise investment advice standards
for retirement accounts. The specter
of the DOL’s fiduciary regulation for
retirement accounts hung over the
independent broker-dealer industry
throughout 2015, tamping down
business, executives said.

“The biggest challenge in 2015
was having regulation as an over-
arching concern,”said John Rooney,
managing principal at Common-
wealth Financial Network.“There
was a state of paralysis as the date of
the DOLs release drew nigh. Broker-
dealers were facing big questions.
How will I reconfigure my business?
What will the operational costs be?”

“A lot of these firms have made a
lot of cuts, but they can’t be run any
leaner,” said Mr. Marks, a veteran of
independent broker-dealer mergers
and acquisitions who is currently
contemplating whether to re-enter
the business.

“It’s going to be another tough
year for the independent broker-
dealer marketplace, but that’s not a
surprise to anyone,”said Dennis Gal-
lant, president of industry consultant
GDC Research. As evidence that

confronted the DOL rule have an
opportunity to recruit advisers from
firms that have ignored it, they said.

And insurance companies, which
have been leaving the high-risk, low-
margin independent broker-dealer
industry since the credit crisis, are
likely to continue their exit. That
means more advisers could be in play
and looking for new broker-dealers
over the next two to three years.

“THE GROWTH in the IBD
space over the next couple
of years will come from the
cannibalization of the weaker
firms by the big firms.”

Larry Papike
President
Cross-Search

“The growth in the IBD space
over the next couple of years will
come from the cannibalization of
the weaker firms by the big firms,”
said Larry Papike, president of
Cross-Search, a recruiting firm.

“The positive is that strong firms
are able to recruit and retain advis-
ers,”said Larry Roth, CEO of Cetera
Financial Group.“The overall envi-
ronment is not particularly friendly,
but big firms will be able to adjust
from an operations standpoint.”

“For consolidation, the DOL is the
big hammer,”said Eric Schwartz,
chairman and CEO of Cambridge
Investment Research Inc.

“I still believe that there will be
five to 10 large firms left eventu-
ally controlling this space,” Mr.
Schwartz said.“The DOL and pric-
ing pressure downwards on fees
will accelerate that. Any firm that
does over $500 million in annual
revenues has a chance at being a
survivor.”

bkelly@investmentnews.com
Twitter: @bdnewsguy
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Ranked by revenue

2015 % change 2015 commission % change 2015 fee % change 2015 other % change

Firm revenue ($M)  vs. 2014 revenue ($MV) vs.2014  revenue ($M) vs. 2014 revenue ($MM) vs. 2014

1 LPL Financial $4,202.6 -2.1% $1,920.8 -7.0% $1,343.7 1.1% $938.2 4.3%
2 Ameriprise Financial Services Inc. $3,919.1 4.8% $1,399.9 -0.3% $1,938.5 9.0% $580.8 4.2%
3 Raymond James Financial Services Inc. $1,732.0 10.7% $677.0 1.6% $802.2 17.4% $252.7 17.3%
4 Commonwealth Financial Network $1,006.8 5.9% $286.5 -3.3% $597.2 11.1% $123.1 5.5%
5 Wells Fargo Advisors Financial Network $864.1 6.6% $262.2 3.3% $397.9 7.1% $204.0 10.4%
6 Lincoln Financial Network $854.6 4.6% $629.2 3.5% $183.8 6.3% $41.6 16.3%
7 Northwestern Mutual $804.7 7.5% $282.9 -0.5% $439.3 14.2% $82.4 3.4%
8 AXA Advisors $746.9 3.3% $562.0 1.6% $155.1 9.3% $29.8 8.0%
9 Cambridge Investment Research Inc. $698.1 7.2% $250.3 0.0% $366.7 10.3% $81.2 18.1%
10 Cetera Advisor Networks $559.0 -1.0% $285.3 -5.0% $228.2 2.5% $45.5 8.2%
11 Securities America Inc. $551.9 5.0% $250.5 3.4% $242.9 8.5% $58.5 -1.5%
12 Waddell & Reed Financial Advisors $526.1 5.2% $226.9 2.0% $225.7 10.7% $73.5 -0.2%
13 Royal Alliance Associates Inc. $461.2 -0.6% $212.6 -4.8% $211.0 6.4% $37.6 -11.1%
14 Kestra Financial $452.4 7.7% $255.2 2.1% $170.3 16.2% $27.0 14.5%
15 National Planning Corp. $407.8 -0.2% $261.6 -2.8% $116.2 8.2% $30.0 -6.4%
16 Voya Financial Advisors Inc. $406.4 -0.5% $276.6 -3.9% $115.1 13.4% $14.7 -24.0%
17 MML Investors Services $388.7 1.1% $265.8 -1.6% $91.0 8.5% $31.9 3.6%
18 HD Vest Investment Services $319.7 4.9% $156.9 3.0% $129.4 7.7% $33.4 3.2%
19 Securian Financial Services Inc. $315.2 1.6% $188.9 -2.5% $93.4 12.5% $32.9 -1.0%
20 Princor Financial Services Corp. $314.1 1.6% $262.2 0.0% $52.0 10.9% N/M 0%
21 SagePoint Financial Inc. $312.3 2.2% $182.8 2.7% $98.1 7.4% $31.5 -13.0%
22 Signator Investors Inc. $303.9 2.1% $233.3 -2.1% $61.5 21.9% $9.1 3.1%
23 Cetera Financial Institutions $300.3 5.1% $222.6 3.2% $36.6 15.0% $41.1 7.9%
24 Cetera Advisors $297.6 1.3% $144.9 -6.2% $125.6 10.5% $27.1 5.0%
25 FSC Securities Corp. $283.4 -4.7% $152.0 -8.0% $106.9 0.6% $24.4 -5.4%
26 First Allied Securities Inc. $276.6 -5.9% $173.4 9.7% $73.7 4.2% $29.6 -5.5%
27 Woodbury Financial Services $261.4 -0.3% $192.1 -3.0% $48.3 13.6% $21.1 -3.2%
28 INVEST Financial Corp. $261.3 -71.7% $173.4 -10.7% $65.0 2.1% $22.9 -9.4%
29 Lincoln Investment Planning $223.7 3.9% $106.4 0.4% $111.7 7.4% $5.7 5.0%
30 Triad Advisors Inc. $184.0 3.7% $84.5 -5.2% $77.1 1.1% $22.4 84.9%
31 SllInvestments Inc. $177.4 -8.2% $105.7 -11.7% $57.8 2.2% $13.9 -17.4%
32 American Portfolios Financial Services Inc. $176.3 -1.6% $98.5 -10.4% $77.9 12.3% $0.0 N/M
33 National Securities Corp. & Affiliates $163.0 -11.5% $135.9 -10.8% $15.0 5.7% $12.2 -61.8%
34 Cadaret Grant & Co. Inc. $159.4 -5.0% $115.3 -6.7% $42.1 2.8% $2.0 -38.6%
35 M Holdings Securities Inc. (M Securities) $156.5 1.8% $138.9 2.0% $14.5 0.5% $3.1 -4.5%
36 CUNA Brokerage Services Inc. $154.3 4.9% $134.5 4.8% $14.9 -2.6% $4.8 37.1%
37 Ameritas Investment Corp. $146.4 -1.2% $92.7 -7.2% $40.4 3.9% $13.3 41.5%
38 Centaurus Financial Inc. $140.4 4.5% $109.6 1.3% $30.8 17.6% $0.0 N/M
39 Cetera Financial Specialists $132.2 1.9% $64.9 -1.2% $60.0 3.9% $7.3 17.0%
40 Securities Service Network Inc. $125.3 10.6% $57.3 -0.7% $57.4 28.7% $10.6 -3.6%
41 Independent Financial Group $124.4 4.8% $76.4 -2.0% $38.0 24.9% $10.0 -3.3%
42 NEXT Financial Group Inc. $123.5 -5.3% $77.6 -6.5% $40.9 -1.9% $4.9 -12.0%
43 Investment Centers of America Inc. $120.2 1.7% $78.0 -2.7% $31.6 17.4% $10.6 -4.4%
44 H.Beck Inc. $119.2 -4.6% $83.7 -10.2% $27.4 5.1% $8.1 42.9%
45 Geneos Wealth Management Inc. $118.7 5.3% $63.1 9.3% $55.6 1.2% $0.0 N/M
46 ProEquities Inc. $116.0 -2.2% $83.5 -4.5% $22.5 3.2% $9.9 7.0%
47 Summit Brokerage Services Inc. $111.0 2.8% $72.6 -2.3% $27.6 18.5% $10.8 3.7%
48 Questar Capital Corp. $105.7 3.4% $85.8 -2.2% $15.4 45.3% $4.6 17.0%
49 Investors Capital Corp. $98.8 -3.1% $63.3 -13.1% $24.8 15.6% $10.7 39.6%
50 Sigma Financial Corp. $95.8 -4.8% $56.8 -9.2% $31.6 -0.3% $7.4 15.5%

Revenue figures are for firms' year-end. N/M = not meaningful. Other revenue could include interest income and financial planning, consulting, investment banking and other fees. ltemized revenue may not add up to totals due to rounding.
Source: InvestmentNews Data
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TOP INDEPENDENT
BROKER-DEALERS 2016

American Portfolios Financial Services Inc., a unit of American Portfolios Holdings Inc.

4250 Veterans Memorial Highway
Holbrook, NY 11741

2015
($M)

Financials
Year-end: Dec. 31

1-year

% chg

Cadaret Grant & Co. Inc.

InvestmentNews.com

One Lincoln Center
Syracuse, NY 13202

Financials

Year-end: Dec. 31

(631) 439-4600 Total revenue $176.3 ¥1.6% (800) 288-8601 Total revenue $159.4 #5.0%
americanportfolios.com Commission $985 -10.4% cadaretgrant.com Commission $1153  -6.7%
Year founded: 2001 Fee $77.9  12.3% Year founded: 1985 Fee $42.1 2.8%

. . (] . . o
CEO: Lon T. Dolber CEO: Arthur F. Grant

_ 0,
Recruiting contact: Timothy O’Grady Other $0.0 NM Recruiting contact: Steve Blazick Other 320 -386%
Staffi " . Total account assets $21,524.0 40.9% Staff d " Total account assets $22,914.8 #6.6%
a:?)f Doe 31 compensation 01 o 4 | Fee-based $7,383.4  50.2% a:if Doe 31 compensation 01 o U | Fee-based $3,661.9  0.4%
# of producing reps 667 -1.9% Other account assets $14,140.6 -13.8% # of producing reps 703 -4.0% Other account assets $19,252.9 -7.8%
# of CFPs 87 145% | Excess net capital $2.3  -22.0% # of CFPs 146 -2.0% | Excess net capital $85  20.7%
Avg payout per rep/year $228,497 8.9% Total operating expenses $20.2 12.0% Avg payout per rep/year $205,548 1.3% Total operating expenses $157.6 -5.1%
# of fee-based advisers served 543 22.0% | Pretax earnings $2.3 -34.8% # of fee-based advisers served 498 3.5% | Pretax earnings $1.8 0.0%
Ameriprise Financial Services Inc., a unit of Ameriprise Financial Cambridge Investment Research Inc.
198 Ameriy?rise Financial Center Financials 2015  1-year 17.76. Pleasant Plain Road Financials 2015  1-year
Minneapolis, MN 55474 Year-end: Dec. 31 ($M) % chg Fairfield, IA 52556 Year-end: Dec. 31 ($M) % chg
(612) 671-3131 Total revenue $3,919.1 14.8% (800) 777-6080 Total revenue $698.1 17.2%
joinameriprise.com Commission $1,399.9  -0.3% joincambridge.com Commission $250.3  0.0%
z:zr fj,“"‘::ed' 1:,9‘1 Fee $1,9385  9.0% Z‘;‘; fg","‘;e‘:' 1921 Fee $366.7  10.3%
: Jim Cracchiolo : Eric Schwartz
0, 0,

Recruiting contact: Manish P. Dave Other $580.8 4.2% Recruiting contact: Kyle Selberg Other $812  18.1%
Staff d . Total account assets N/D N/A Staff d . Total account assets $69,560.0 12.7%
T P | e e o | | T | recbess 7750 s
# of producing reps 7,706 1.5% Other account assets N/D N/A # of producing reps 2,821 4.0% Other account assets $31,685.0 2.0%
# of CFPs N/D N/A | Excess net capital N/D N/A # of CFPs 722 43% | Excess net capital $8.1  -69.9%
Avg payout per rep/year N/D N/A | Total operating expenses N/D N/A Avg payout per rep/year $229,098 0.3% | Total operating expenses $657.0 6.9%
# of fee-based advisers 7,706 1.5% | Pretax earnings N/D N/A # of fee-based advisers 2,536 3.9% | Pretax earnings $41.1 12.6%

5900 O St.
Lincoln, NE 68510

Ameritas Investment Corp., a unit of Ameritas Life Insurance Co.

2015
($M)

Financials

Year-end: Dec. 31

1-year
% chg

2300 E. Katella Ave.
Anaheim, CA 92806

Centaurus Financial Inc., a unit of Feder

ial Services

Financials

Year-end: Apr. 30

(800) 335-9858 Total revenue $146.4 $1.2% (800) 880-4234 Total revenue $140.4 145%
ameritas.com Commission $927  -7.2% centaurusfinancial.com Commission $109.6  1.3%
Year founded: 1983 Fee $40.4 3.9% Year founded: 1992 Fee $30.8 17.6%
. . (*] . . (+]
CEO: Salene Hitchcock-Gear oth $133  41.5% CEO: J. Ronald King oth 0.0 NM
Recruiting contact: Wendell Hutsell er - e Recruiting contact: Kathy A. Swindell er -
Sinff 7 Total account assets $16,500.0 ¥13.6% Siaft 7 Total account assets $3,108.4 $0.2%
taffing and compensation 1-year taffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $4,400.0 -4.3% as of Dec. 31 2015 % chg Fee-based $3,108.4 -0.2%
# of producing reps 1,145 -3.9% Other account assets $12,100.0 -16.6% # of producing reps 622 2.3% Other account assets $0.0 N/M
# of CFPs N/D N/A | Excess net capital $7.2 27.0% # of CFPs 240 0.0% | Excess net capital $7.2  16.1%
Avg payout per rep/year $99,914 -0.4% | Total operating expenses $26.9 1.1% Avg payout per rep/year $217,142 9.6% | Total operating expenses N/A N/A
# of fee-based advisers served 675 -3.3% | Pretax earnings $1.1  159.7% # of fee-based advisers served 470 -1.7% | Pretax earnings N/A N/A

AXA Advisors, a unit of AXA Financial Inc.

1290 Sixth Ave.
New York, NY 10104

Financials

Year-end: Dec. 31

Cetera Advisor Networks, a unit of Cetera Financial Group

200 N. Sepulveda Blvd., Suite 1300
El Segundo, CA 90245

Financials

Year-end: Dec. 31

(212) 554-1234 Total revenue $746.9 13.3% (800) 879-8100 Total revenue $559.0 ¥#1.0%
us.axa.com Commission $562.0 1.6% ceteraadvisornetworks.com Commission $285.3 -5.0%
Year foun.ded. 1999 Feo $155.1 9.3% Year founded: 198? Feo $228.2 25%
CEO: David Karr oth $29.8 8.0% CEO: Douglas S. King oth $45.5 8.2%
Recruiting contact: Cynthia Bodison er : il Recruiting contact: Douglas S. King er . e
- 5 , Total account assets $110,671.0 ¥#1.1% — 5 . Total account assets $70,926.9 ¥#3.6%
taffing and compensation 1-year taffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $16,595.0 3.2% as of Dec. 31 2015 % chg Fee-based $19,611.2 -0.9%
# of producing reps 4,376 -3.2% Other account assets $94,076.0 -1.8% # of producing reps 2,475 -1.4% Other account assets $51,315.7 -4.6%
# of CFPs 435 -25% | Excess net capital $13.6 9.2% # of CFPs N/D N/A | Excess net capital N/D N/A
Avg payout per rep/year $114,399 5.6% | Total operating expenses $694.0 2.7% Avg payout per rep/year $192,616 -2.5% | Total operating expenses N/D N/A
# of fee-based advisers 3,219 -2.2% | Pretax earnings $52.9 12.3% # of fee-based advisers 1,801 9.2% | Pretax earnings N/D N/A

Broker Dealer Financial Services Corp., a unit of BDFSC Holdings Corp.

140 South 68th Street
West Des Moines, |IA 50266
(800) 352-5634

2015
($M)

Financials

Year-end: Dec. 31

1-year
% chg

Cetera AdViSOI‘S, a unit of Cetera Financial Group

4600 S. Syracuse St.
Denver, CO 80237

Financials

Year-end: Dec. 31

bdfs.com Total revenue $20.5 #8.4% (800) 929-3485 Total revenue $297.6 %1.3%
Year founded: 1979 Commission $14.6 1.1% ceteraadvisors.com Commission $144.9 -6.2%
CEO: Lisa M. Smith, Michael T. Sherzan Fee $5.4 14.7% Year founded: 198_1 Fee $125.6  10.5%
Recruiting contact: Megan Mrky-Webster Other 0.1 NA CEO: Brett L. Harrison Other 5271 5.0%
James Young, Christina DeShaw Recruiting contact: Jay Vinson

v 5 . Total account assets $2,8855 #8.0% e 5 . Total account assets $29,638.1 11.6%

taffing and compensation 1-year affing and compensation 1-year

as of Dec. 31 2015 % chg Fee-based $553.8 0.9% as of Dec. 31 2015 % chg Fee-based $10,251.4 6.0%
# of producing reps 201 5.8% Other account assets $2,331.7 -25.6% # of producing reps 1,180 1.6% Other account assets $19,386.7 -0.5%
# of CFPs 21 5.0% | Excess net capital $0.6 -9.3% # of CFPs N/D N/A | Excess net capital N/D N/A
Avg payout per rep/year $96,765 28.2% | Total operating expenses $5.0 -2.4% Avg payout per rep/year $217,796 -2.5% | Total operating expenses N/D N/A
# of fee-based advisers served 91 -24.8% | Pretax earnings $0.4  52.0% # of fee-based advisers 1,014 9.6% | Pretax earnings N/D N/A

Visit InvestmentNews.com/bddata for more-complete profiles and financials. N/A = not available. N/D = not disclosed. N/M = not meaningful.
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Cetera Financial Institutions, a unit of Cetera Financial Group

400 First Street South
St. Cloud, MN 56301

TOP INDEPENDENT
BROKER-DEALERS 2016

CUNA Brokerage Services Inc., a unit of CUNA Mutual Group

2015
($M)

Financials 1-year

% chg

Year-end: Dec. 31

2000 Heritage Way
Waverly, 1A 50677

Financials

Year-end: Dec. 31

InvestmentNews.com

(800) 245-0467 Total revenue $300.3 #5.1% (800) 356-2644 Total revenue $154.3 14.9%
ceterafinancialinstitutions.com Commission $222.6 3.29, cunamutual.com/cbsi Commission $134.5 4.8%
Year foundefi. 1984 Fee $36.6  15.0% Year founded: 1985 Feo $14.9 2.6%
CEO: Catherine M. Bonneau oth $411 Z 9% CEO: Jeff Bosco oth $48  37.1%
Recruiting contact: Sean Casey er - = Recruiting contact: Linda DiOrazio er - 2
Stnff " Total account assets $33,065.0 0.0% Staff d Total account assets $16,1915 40.9%
taffing and compensation 1-year taffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $2,184.6 8.2% as of Dec. 31 2015 % chg Fee-based $2,340.1 9.9%
# of producing reps 1,836 5.0% Other account assets $30,880.4 -0.6% # of producing reps 476 5.8% Other account assets $13,851.4 -0.5%
# of CFPs N/D N/A | Excess net capital N/D N/A # of CFPs 48 -5.9% | Excess net capital $17.4  10.5%
Avg payout per rep/year $136,536 -0.8% | Total operating expenses N/D N/A Avg payout per rep/year $123,165 -4.8% | Total operating expenses $32.5 -1.5%
# of fee-based advisers served 897 10.9% | Pretax earnings N/D N/A # of fee-based advisers served 456 10.7% | Pretax earnings $39 857%
Cetera Financial Specialists, a unit of Cetera Financial Group Equity Services Inc., a unit of National Life Group
p quity
200 North Martingale Road, 7th Floor Financials 2015  1-year One Nati.onal Life Drive Financials 2015  1-year
(ngga;usr;:;rggé;l_ 60173 Year-end: Dec. 31 ($M) % chg Montpelier, VT 05604 Year-end: Dec. 31 ($M) % chg
_ (800) 344-7437
ceterafinancialspecialists.com Total revenue $1322 %1.9% . ) Total revenue $432 92.7%
Year founded: 1981 Commission $64.9 -1.2% equity-services.com Commission N/D N/A
CEO: Gregg A. Ruvoli Fee $60.0  3.9% Z‘;‘; f:“"de:' ,1:|68 Fee ND  NA
Enrique M. Vasquez : Lance Rel
h 7. 17.09 h N/D N/A
Recruiting contact: Hank Multala Other $7.3 0% Recruiting contact: Jeff Wood Other / /
Staff d . Total account assets $18,603.3 #2.3% Staff d . Total account assets N/D N/A
taffing and compensation 1-year taffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $5,662.2 -0.6% as of Dec. 31 2015 % chg Fee-based N/D N/A
# of producing reps 1,242 -5.1% Other account assets $12,941.1 -2.9% # of producing reps 464 2.2% Other account assets N/D N/A
# of CFPs N/D N/A | Excess net capital N/D N/A # of CFPs N/D N/A | Excess net capital N/D N/A
Avg payout per rep/year $85,951 6.8% | Total operating expenses N/D N/A Avg payout per rep/year N/D N/A | Total operating expenses N/D N/A
# of fee-based advisers served 915 -3.6% | Pretax earnings N/D N/A # of fee-based advisers served 348 1.8% | Pretax earnings N/D N/A
CFD Investments Inc. First Allied Securities Inc., a unit of Cetera Financial Group
2704 S. Goyer Road EnanGal 2015  1-year 655 W_est Broadway 12th Floor Freneels 2015  1-year
Kokomo, IN 46902 Year-end: Dec. 31 (M) % chg San Diego, CA 92101 Year-end: Dec. 31 (M) % chg
(800) 745-7776 Total revenue $31.6 %10.4% (800) 336-8842 Total revenue $276.6 #5.9%
joincfd.com, cfdinvestments.com Commission $19.4 9.7% joinfirstallied.com Commission $173.4 9.7%
Year founded: 1990 Fee $10.5 9.0% Year foun-ded. 1994 Fee $73.7 1.2%
CEO: Brent A. Owens oth $16  30.7% CEO: Kevin Keefe oth $29.6 5.5%
Recruiting contact: Brent A. Owens er - e Recruiting contact: Matthew Bassuk er - 2%
Sinff 7 Total account assets $2,4805 $6.2% Siaft 7 Total account assets $28,113.0 #25%
taffing and compensation 1-year taffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $1,002.3 -4.8% as of Dec. 31 2015 % chg Fee-based $7,9488 12.2%
; o Other account assets $1,478.2 71.1% : £ 19 Other account assets $20,164.2 -7.3%
# of producing reps 192 6.7% ' # of producing reps 742 -5.1% '
# of CFPs 34 9.7% | Excess net capital $0.4 -9.2% # of CFPs N/D N/A | Excess net capital N/D N/A
Avg payout per rep/year $168,196 1.2% | Total operating expenses $20.8 9.5% Avg payout per rep/year $305,934 -12.9% | Total operating expenses N/D N/A
# of fee-based advisers served 156 4.7% Pretax earnings $0.04 261.2% # of fee-based advisers served 553 -10.2% Pretax earnings N/D N/A

Commonwealth Financial Network

Financials

29 Sawyer Road
Waltham, MA 02453

Year-end: Dec. 31

Fortune Financial Services Inc

3582 Brodhead Road
Monaca, PA 15061

Financials

Year-end: Dec. 31

2015
($M)

1-year
% chg

(866) 462-3638 Total revenue $1,006.8 45.9% (724) 846-2488 Total revenue $12.0 %14.7%
commonwealth.com Commission $286.5 3.3% fortunefinancialservices.com Commission $12.0  14.7%
z:‘)’ f\‘/’\;‘“dedl'v:gglg Fee $597.2  11.1% z‘:g fg“"ded' Jgg7 y Fee $0.0  N/M
: Wayne M. Bloom : Gregory J. Bentle

LY . Other $1231  55% o odony Y Other $00  NM
Recruiting contact: Andrew H. Daniels Recruiting contact: Gregory J. Bentley
- 5 , Total account assets $101,400.0 #4.8% — 5 . Total account assets $1,366.2 14.9%
Sng o compensation 3 e e ssaczes 150 | | AR | _Fee basad 0
# of producing reps 1,654 3.9% Other account assets $47,375.7 -2.0% # of producing reps 204 0.5% Other account assets $1,366.2 4.9%
# of CFPs 792 6.9% | Excess net capital $15.5 2.1% # of CFPs 7 40.0% | Excess net capital N/D N/A
Avg payout per rep/year $466,249 2.0% | Total operating expenses N/D N/A Avg payout per rep/year $61,274 10.1% | Total operating expenses N/D N/A
# of fee-based advisers served 1,879 5.7% | Pretax earnings N/D N/A # of fee-based advisers served 33 17.9% | Pretax earnings N/D N/A
Crown Capital Securities Founders Financial Securities, a unit of Founders Financial Inc.
725 Town and Country Road Financials 2015  1-year 1020 Cromwell Bridge Road Financials 2015  1-year
Orange, CA 92868 Year-end: Dec. 31 ($M) % chg Towson, MD 21286 Year-end: Dec. 31 ($M) % chg
(800) 803-8886 Total revenue $42.0 $7.4% (410) 308-9988 Total revenue $235 19.9%
crowncapitalsecurities.com Commission $28.9 8.7% foundersfinancial.com Commission $7.7  17.0%
z‘;; f;”"dlelg: ;99;3 Fee $108  2.8% Z‘;; f:\:;n:edl:éoga ) Fee $156  6.6%

: Darol K. Paulsen : Michael O. Brooks
h 2. -30.19 h 2 21.69
Recruiting contact: Darol K. Paulsen Other $23 -30.1% Recruiting contact: N/A Other $0 6%
v 5 . Total account assets $1,118.7 #8.8% e 5 . Total account assets $2,095.0 %4.8%
a:iflggc_a; compensation 2015 :,L ‘2::; Fee-based $1,118.7 8.8% astz::flggc?; compensation 2015 J/o ‘ﬁla; Fee-based $867.5 15.7%
# of producing reps 321 2.9% Other account assets $0.0 N/M # of producing reps 70 2.9% Other account assets $1,227.5 -1.8%
# of CFPs 79 -1.3% | Excess net capital $2.7 -1.9% # of CFPs 24 0.0% | Excess net capital $0.7 -25.9%
Avg payout per rep/year $123,958 -12.2% | Total operating expenses N/D N/A Avg payout per rep/year $335,982 6.8% | Total operating expenses $20.5 7.3%
g payout p p/y! g payout p P/y

# of fee-based advisers served 172 -1.7% | Pretax earnings N/D N/A # of fee-based advisers served 55 -11.3% | Pretax earnings $1.0 27.6%

Visit InvestmentNews.com/bddata for more-complete profiles and financials. N/A = not available. N/D = not disclosed. N/M = not meaningful.




@Shareg BUILT BY INVESTORS, FOR INVESTORS

Corporate credit f

scoring + liquidity
= NO SUrprises.

Give your income investors a formula for confidence. Two corporate bond ETFs may help address uncertainties
around credit ratings and income. FlexShares SKOR and LKOR use nontraditional indices based on credit
scores, which we believe offer a leading indicator of rating changes. Moreover, the indices are limited to
only the most liquid issues, in an effort to capture market shifts quickly. Because bond investors want reliable

income, not surprises.

For more information, visit flexshares.com/formula, or scan code.

SCAN FOR

CAPITAL RISK INCOME LIQUIDITY MORE INFO
APPRECIATION MANAGEMENT GENERATION MANAGEMENT

SKOR || LKOR

Before investing visit flexshares.com/prospectus to obtain a prospectus that includes the investment risk, fees, expenses and other
information you should read carefully and consider carefully. Foreside Fund Services, LLC, distributor.

Investment in FlexShares Credit-Scored US Corporate Bond Index Fund (SKOR) and FlexShares Credit-Scored US Long
Corporate Bond Index Fund (LKOR) are subject to numerous risks including possible loss of principal. Highlighted risks: credit
(risk that the inability or unwillingness of an issuer or guarantor of a fixed income security, or a counterparty to a repurchase
or other transaction, to meet its payment or other financial obligations will adversely affect the value of the Funds’ investments
and returns); debt extension (risk that an issuer will exercise its right to pay principal on an obligation held by the Funds later
than expected); interest rate/maturity (risk that the value of the Funds’ fixed income assets will decline because of rising
interest rates).

In addition, SKOR and LKOR are subject to corporate bond risk, which is the risk that the issuer is unable to meet principal and interest
rate payments on the obligation and may also be subject to price volatility due to such factors as interest rate sensitivity, market perception
of credit worthiness and general market liquidity. When interest rates rise, the value of corporate debt can be expected to decline. The
Funds may invest in derivative instruments. Changes in the value of the derivative may not correlate with the

underlying asset, rate or index and the Funds could lose more than the principal amount invested. The Funds are MANAGED BY

also non-diversified meaning the Funds performance may depend on the performance of a small number of

issuers because the Funds may invest a large percentage of assets in securities issued by or representing a _Ii-'_- NORTHERN
small number of issuers. Duration is a measure of the sensitivity of a fixed income security’s price (principal \V TRUST

value) to a change in interest rates, expressed in number of years.
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HD Vest Investment Services, a unit of Blucora, Inc.

FSC Securities Corp., a unit of Advisor Group

2300 Windy Ridge Parkway Financials 2015 1-year 63:_33 N. State Highway 161 Financials
Atlanta, GA 30339 Year-end: Dec. 31 (M) % chg Irving, TX 75038 Year-end: Dec. 31
(800) 547-2382 Total revenue $283.4 #4.7% (800) 821-8254 Total revenue $319.7 14.9%
joinfsc.com Commission $152.0  -8.0% hdvest.com Commission $1569  3.0%
Year founded: 1958 Fee $106.9 0.6% Year founded: 1983 Feo $129.4 7.7%
. . (] . . o
CEO: Jerry Murphy oth 5244 5.9 CEO: Roger Ochs oth $33.4 3.0%
Recruiting contact: Dawn O’Rourke er - o Recruiting contact: Ruth Papazian er . it
Stnff " Total account assets $34,626.6 ¥8.4% Staff d Total account assets $36,573.8 #1.5%
taffing and compensation 1-year taffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $13,214.1 0.0% as of Dec. 31 2015 % chg Fee-based $10,053.1 5.2%
# of producing reps 996 -1.6% Other account assets $21,4125 -12.9% # of producing reps 2,728 -1.0% Other account assets $26,881.6 -2.5%
# of CFPs N/D N/A | Excess net capital $10.5 -11.1% # of CFPs 614 -1.9% | Excess net capital N/D N/A
Avg payout per rep/year $228,208 -5.0% | Total operating expenses N/D N/A Avg payout per rep/year  $83,850 -11.4% | Total operating expenses N/D N/A
# of fee-based advisers served 716 -1.2% | Pretax earnings N/D N/A # of fee-based advisers served 2,111 5.5% | Pretax earnings N/D N/A
Geneos Wealth Management Inc. Hornor Townsend & Kent Inc., a unit of Penn Mutual Life Insurance Co.
g
9055 E. Mineral Circle Financials 2015  1-year 600 Dresher Road Financials 2015  1-year
Centennial, CO 80112 Year-end: Dec. 31 (M) % chg Horsham, PA 19044 Year-end: Dec. 31 (SM) % chg
(888) 812-5043 Total revenue $118.7 5.3% (800) 873-7637 Total revenue $709 %2.6%
geneoswealth.com Commission $63.1 9.3% htk.com Commission $46.0 -1.8%
Year founded: 2002 Feo $55.6 1.2% Year founded: 1969 Fee $22.4  12.7%
. . (s} . . (o]
CEO: Russell R. Diachok oth $0.0 NM CEO: Michelle M. Barry oth $2.4 1.3%
Recruiting contact: Ryan W. Diachok er : Recruiting contact: Chris E. Nichols er . =
P 5 . Total account assets $11,236.0 ¥2.1% G 5 . Total account assets $13,700.0 %3.0%
taffing and compensation 1-year taffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $6,500.0 0.0% as of Dec. 31 2015 % chg Fee-based $2,500.0 4.2%
# of producing reps 272 7.9% Other account assets $4,736.0 -4.8% # of producing reps 793 11.7% Other account assets $11,200.0 2.8%
# of CFPs 105 4.0% | Excess net capital $0.4 0.0% # of CFPs 89 25.4% | Excess net capital $59  -1.0%
Avg payout per rep/year $436,463 -2.4% | Total operating expenses $118.2 5.0% Avg payout per rep/year $78,328 -5.4% | Total operating expenses N/D N/A
# of fee-based advisers served 272 2.6% | Pretax earnings $0.3 146.0% # of fee-based advisers served 346 -12.6% | Pretax earnings N/D N/A
Girard Securities Inc., a unit of Cetera Financial Group Independent Financial Group
9560 Waples St. Financials 2015  1-year 12671 High Bluff Drive Financials 2015  1-year
(Ssasg)Dé‘;g"é&g 92121 Year-end: Dec. 31 (SM) % chg San Diego, CA 92130 Year-end: Dec. 31 (SM) % chg
girardsecurities.com Total revenue $54.1 ¥$3.9% (858) 436-3180 Total revenue $124.4 %4.8%
Year founded: 1986 Commission $34.4 N/A |fgsd.fcom Commission $76.4 -2.0%
: Year founded: 2003
CEO: Susan W. Tietjen Fee $15.1  46.2% Fee $38.0 24.9%
Recruiting contact: Scott Tietjen CEO: Joe H. Miller —
David Bombart Other $4.6 N/A Recruiting contact: David A. Fischer Other $100 3.3%
Sinff 7 Total account assets $7,778.0 $26.3% Sratt 7 Total account assets $15,439.7 %23.6%
taffing and compensation 1-year taffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $1,625.0 -4.5% as of Dec. 31 2015 % chg Fee-based $3,371.0 -13.8%
# of producing reps 213 -4.5% Other account assets $6,153.0 -30.5% # of producing reps 508 -4.2% Other account assets $12,068.7  40.6%
# of CFPs N/D N/A | Excess net capital N/D N/A # of CFPs 90 5.9% | Excess net capital N/D N/A
Avg payout per rep/year $213,960 -7.8% | Total operating expenses N/D N/A Avg payout per rep/year $203,200 10.1% | Total operating expenses N/D N/A
# of fee-based advisers served 200 N/A | Pretax earnings N/D N/A # of fee-based advisers served 470 11.6% Pretax earnings N/D N/A

H. Beck Inc., a unit of Securian Financial Group Inc.

Infinity Financial Services

6600 Rockledge Drive Financials 1624 Franklin St. Suite 818 Financials 2015  1-year
Bethesda, MD 20817 Year-end: Dec. 31 Oakland, CA 94612 Year-end: Sept. 30 ($M) % chg
(800) 333-6884 Total revenue $119.2 $4.6% (866) 682-3888 Total revenue $3.2 %43.4%
hbeckinc.com Commission $83.7 -10.2% infinitysecurities.com Commission $2.7 355%
Year foundc.ad. 1984 Feo $27.4 5.1% Year founded: 2007 Feo $0.4  42.6%
Top executive: James H. Dresselaers CEO: Gregory B Gilbert
. . . Other $8.1  43.9% ;. Other $0.2 542.6%

Recruiting contact: Richard M. Merritt Recruiting contact: Roger Escobar
Stnff d . Total account assets N/D N/A pvmr d . Total account assets $245.6 48.5%

taffing and compensation 1-year taffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based N/D N/A as of Dec. 31 2015 % chg Fee-based $1265  15.0%
# of producing reps 642 -3.9% Other account assets N/D N/A # of producing reps 22 29.4% Other account assets $120.1 2.5%
# of CFPs 119 95.1% | Excess net capital N/D N/A # of CFPs 4 0.0% | Excess net capital $0.0 -79.8%
Avg payout per rep/year $173,609 3.4% | Total operating expenses N/D N/A Avg payout per rep/year $140,065 8.5% | Total operating expenses $3.2  44.7%
# of fee-based advisers served 482 4.8% | Pretax earnings N/D N/A # of fee-based advisers served 17 41.7% | Pretax earnings $3.2  43.4%
Harbour Investments Inc. INVEST Financial Corp., a unit of National Planning Holdings Inc.
575 I?’Onofrio Drive Financials 2015  1-year 12750 Citrus Park Lane, Suite 300 Financials 2015  1-year
Madison, WI 53719 Year-end: Dec. 31 (M) % chg E(;E;’ghz'-ggg% Year-end: Dec. 31 (M) % chg
:]88?3) 85?'6960 Total revenue $36.6 %1.5% investfinancial.com Total revenue $261.3 #7.7%

arbourinv.com Commission $26.5 -1.7% Year founded: 1982 Commission $173.4  -10.7%
z‘;; f;‘_":(d\‘,’:';%; | Fee $10.1  11.1% CEO: Steve Dowden Fee $65.0  2.1%

: Nick W. Sonde iti . i
! Other $0.0 N/M Recruiting contact: Business Development Other $22.9 9.4%

Recruiting contact: Megan Thompson Team
v 5 . Total account assets $6,845.0 %0.8% e 5 . Total account assets $6,128.7 #7.1%

taffing and compensation 1-year affing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $1,350.0 3.8% as of Dec. 31 2015 % chg Fee-based $6,128.7 -7.1%
# of producing reps 187 0.5% Other account assets $5,495.0 0.0% # of producing reps 1,081 -4.7% Other account assets N/A N/A
# of CFPs 32 0.0% | Excess net capital $0.4 -30.1% # of CFPs N/D N/A | Excess net capital $20.4 17.5%
Avg payout per rep/year $196,000 3.2% | Total operating expenses $33.4 1.5% Avg payout per rep/year $197,000 -3.9% | Total operating expenses N/D N/A
# of fee-based advisers served 123 23.0% | Pretax earnings $0.0 1.3% # of fee-based advisers served 963 -0.8% | Pretax earnings N/D N/A

Visit InvestmentNews.com/bddata for more-complete profiles and financials. N/A = not available. N/D = not disclosed. N/M = not meaningful.
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Investacorp Inc., a unit of KMS Financial Services, Inc.

4400 Biscayne Blvd.
Miami, FL 33137
(305) 557-3000

" TOP INDEPENDENT

BROKER-DEALERS 2016

Financials

Year-end: Dec. 31

Kalos Capital Inc.

InvestmentNews.com

11525 Park Woods Circle
Alpharetta, GA 30005

2015
($M)

Financials

Year-end: Dec. 31

1-year
% chg

investacorp.com Total revenue $88.3 ¥#3.8% f6_78) 356-1100 Total revenue $35.0 %#19.0%
Year founded: 1978 Commission $58.1  -7.6% joinkalos.com Commission $30.0 18.6%
CEO: Patrick C. Farrell Fee $21.8  4.1% Year founded: 1997 Fee $5.0  22.0%
Recruiting contact: Manuel Velez Other 8.4 6% CEO: I-I)?nlel L. Wildermuth Other $0.0 N/M
Brian Kovener Total account assets $12,800.0 %2.4% Recruiting contact: Dan Meehan Total account assets N/D N/A
T R | oo based CXTARE T | efog st compensaton. v | e
# of producing reps 460 4.3% Other account assets $10,527.5 0.1% # of producing reps 105 12.9% Other account assets N/D N/A
# of CFPs 91 4.6% | Excess net capital $5.2 11.1% # of CFPs 14 40.0% | Excess net capital N/D N/A
Avg payout per rep/year $207,000 -0.6% | Total operating expenses $835 -2.8% Avg payout per rep/year $293,333 5.1% | Total operating expenses N/D N/A
# of fee-based advisers served 269 19.0% | Pretax earnings $4.8 -19.5% # of fee-based advisers served 85 -3.4% | Pretax earnings N/D N/A
1420 U.S. Highway 206 N. Financials 2015  1-year 1250 S. Capital of Texas Highway Financials 2015  1-year
Bedminster, NJ 07921 Year-end: Dec. 31 ($M) % chg Austin, TX 78746 Year-end: Dec. 31 ($M) % chg
(800) 345-8041 Total revenue $46.0 $12.1% (512) 697-6000 Total revenue $452.4 %7.7%
www.investmentctr.com/in Commission $259 -14.5% kestrafinancial.com Commission $255.2 2.1%
Year founded: 1986 Feo $16.9 8.3% Year founded: 1996 Fee $1703  16.2%
CEO: Ralph J. DeVito Other 532 10.6% CEO: James L. Poer Other $27.0  14.5%
Recruiting contact: Nicole Johnson F p——— ) LG5 Recruiting contact: Daniel Schwamb e —— SO S
Staffing and compensation Al | Fee-based $2,0000  -4.8% Staffing and compensation _ » A4l | Fee-based $16,6887  8.8%
# of producing reps 233 0.0% Other account assets $4,100.0 -2.4% # of producing reps 1,383 -0.7% Other account assets $53,685.9 4.1%
# of CFPs 19 5.6% | Excess net capital $0.8 -32.0% # of CFPs 274 -1.4% | Excess net capital $25.7 266.3%
Avg payout per rep/year $132,439 -21.9% | Total operating expenses $44.8 -11.0% Avg payout per rep/year $242,476 9.0% | Total operating expenses N/D N/A
# of fee-based advisers served 201 -0.5% | Pretax earnings $1.2 N/M # of fee-based advisers served 1,151 2.9% | Pretax earnings N/D N/A

212 N. 4th St.
Bismarck, ND 58501

Investment Centers of America Inc.

Financials

Year-end: Dec. 31

, a unit of National Planning Holdings Inc.

2015 1-year
($M) % chg

2001 Sixth Avenue, Suite 2801
Seattle, WA 98121
(206) 441-2885

KMS Financial Services Inc., a unit of

Ladenburg Thalmann Financial Services Inc.

Financials

Year-end: Dec. 31

(800) 544-7113 Total revenue $120.2 #1.7% kms.com Total revenue $92.7 %2.9%
?'”'Cfa'co? 4 1085 Commission $780  -2.7% Year founded: 1971 Commission $42.8 3.4%
c:; g”" eG > Fee $31.6  17.4% CEO: Mark Hamby Fee $46.4  3.6%
- 4reg Gunderson 1 10 Richard Lampen _ o
Recruiting contact: Jennifer Griffin Other $106 4.4% Recruiting contact: Eric S. Westberg Other $35 -10.7%
Sinff 7 Total account assets $3,379.9 %10.2% Sratt 7 Total account assets $14,750.0 %2.8%
taffing and compensation 1-year taffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $3,379.9 10.2% as of Dec. 31 2015 % chg Fee-based $5,257.0 10.8%
# of producing reps 389 10.2% Other account assets N/A N/A # of producing reps 321 -0.3% Other account assets $9,493.0 -1.1%
# of CFP 6% Excess net capital $11.0 1.9% # of CFP 101 -5.6% Excess net capital $5.5 119.6%
of CFPs 86 3.6% of CFPs 0 5.6%
Avg payout per rep/year $260,000 1.2% | Total operating expenses N/D N/A Avg payout per rep/year $251,341 0.9% | Total operating expenses N/D N/A
# of fee-based advisers served 340 2.7% Pretax earnings N/D N/A # of fee-based advisers served 160 6.7% Pretax earnings N/D N/A

Investors Capital Corp., a unit of Cetera Financial Group

6 Kimball Lane
Lynnfield, MA 01940

Financials

Year-end: Dec. 31

Kovack Securities Inc.

6451 N. Federal Highway
Fort Lauderdale, FL 33308

Financials

Year-end: Dec. 31

(800) 949-1422 Total revenue $98.8 ¥#3.1% (866) 564-6574 Total revenue $67.1 %29.3%
investorscapital.com Commission $63.3 -13.1% joinksi.com Commission $43.2  22.9%
Year founded: 1992 Feo $248  15.6% Year founded: 1997 Fee $23.9  42.8%
CEO: Timothy B. Murphy Other $107  39.6% CEO: Ronald J. Kovack Other $0.0 NM
Recruiting contact: Robert H. Foney o ——— I L Recruiting contact: Carlo A. Bidone Jr. st i T AT SIB 08 <
Staffing and compensation  » 4 | Fee-based $2,8039  -3.0% Staffing and compensation 8 | Fee-based $2,382.7  92.6%
# of producing reps 418 -7.5% Other account assets $6,430.2 -1.4% # of producing reps 385 18.5% Other account assets $5,236.5 9.4%
# of CFPs N/D N/A | Excess net capital N/D N/A # of CFPs 63 12.5% | Excess net capital $15 43.5%
Avg payout per rep/year $194,334 -4.0% | Total operating expenses N/D N/A Avg payout per rep/year $168,800 12.5% | Total operating expenses $58.4  11.6%
# of fee-based advisers served 323 -10.3% | Pretax earnings N/D N/A # of fee-based advisers served 314 5.0% | Pretax earnings $4.1 77.9%
LaSalle St. Securities

4301 Anchor Plaza Parkway Financials 2015 1-year 940 N. Industrial Drive Financials

Tampa, FL 33634 Year-end: Dec. 31 (M) % chg Elmhurst, IL 60126 Year-end: Dec. 31

(866) 592-6531 Total revenue $86.3 %18.1% (800) 777-7865 Total revenue $40.3 %0.9%
joinjw-cole.com Commission $65.7 15.5% lasallest.com Commission $33.8 3.7%
Year founded: 2002 Feo $205  27.0% Year founded: 1974 Fee $6.4 5.5%
Top executive: Robert Wood Othor 0.0 NM CEO: Jack McDermott Other 502 6%
Recruiting contact: John Carlson Total account assets $10,7425 #10.0% Recruiting contact: Mark Contey Total account assets $750.0 #5.6%
f:ifff'ggcf“;‘f il S | Fee-based $2,203.9  20.0% fstifff'gfcj‘“;f sl U U | _ Fee-based $750.0  8.4%
# of producing reps 401 6.9% Other account assets $8,538.6 7.7% # of producing reps 270 1.9% Other account assets N/A N/A
# of CFPs 62 3.3% | Excess net capital $25 12.0% # of CFPs 30 7.1% | Excess net capital $3.1 -6.1%
Avg payout per rep/year $215,157 10.4% | Total operating expenses $8.4  27.0% Avg payout per rep/year $180,000 -2.7% | Total operating expenses $4.0 5.3%
# of fee-based advisers served 270 8.0% | Pretax earnings $1.7 15.0% # of fee-based advisers served 105 1.0% | Pretax earnings $1.1 -8.3%

Visit InvestmentNews.com/bddata for more-complete profiles and financials. N/A = not available. N/D = not disclosed. N/M = not meaningful.
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Lincoln Financial Network, a unit of Lincoln Financial Group LPL Financial, a unit of LPL Financial Holdings Inc.

2005 Market St. Financials 75 State St. Financials
::)Srgg’;dggrgg'sgp‘ 19103 Year-end: Dec. 31 Boston, MA 02109 Year-end: Dec. 31
JoinLEN.com Total revenue $854.6 14.6% (888) 250-2420 Total revenue $4,2026 $2.1%
Year founded: 1905 Commission $629.2  3.5% Ipl.com Commission $1,9208  -7.0%
Top executive: David S. Berkowitz Fee $1838  6.3% Year founded: 1968 Fee $1,3437  1.1%
Recruiting contact: James Sorey Other $2416  16.3% CEO: Mark Casady Other $938.2 13%
Christopher Flint - - Recruiting contact: Bill Morrissey . -
Staffi " Total account assets $22,339.2 %4.8% Staff T Total account assets $475,1459 40.1%
taffing and compensation 1-year taffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based N/D N/A as of Dec. 31 2015 % chg Fee-based $186,789.1 6.6%
# of producing reps 8,523 0.8% Other account assets N/D N/A # of producing reps 14,064 0.1% Other account assets $288,356.7 -3.5%
# of CFPs N/D  N/A | Excess net capital $43.2  58.4% # of CFPs N/D  N/A | Excess net capital $97.4  2.3%
Avg payout per rep/year N/D N/A | Total operating expenses N/D N/A Avg payout per rep/year $200,091 -6.1% Total operating expenses $1,017.6 7.1%
# of fee-based advisers served N/D N/A | Pretax earnings N/D N/A # of fee-based advisers served 10,131 3.4% | Pretax earnings $366.0 -7.1%

Lincoln Investment Planning, a unit of Lincoln Investment Group Holdings M Holdings Securities Inc. (M Securities), a unit of M Financial Group

218 Glenside Ave. Financials 2015 1-year 1125 N.W. Couch St. Financials

Wyncote, PA 19095 Year-end: Dec. 31 (M) % chg Portland, OR 97209 Year-end: Dec. 31

(215) 887-8111 Total revenue $223.7 %3.9% (503) 232-6960 Total revenue $156.5 %1.8%

lincolninvestment.com Commission $106.4 0.4% mfin.com Commission $138.9 2.0%

Year founded: 1968 Fee $111.7 7.4% Year founded: 2000 Fee $14.5 0.5%
. . (s} . . (o]

CEO: Edward Forst oth 5.7 5.0% CEO: Randy O’Connor oth 3.1 1.5%

Recruiting contact: Thomas Lakatos er . il Recruiting contact: Randy O’Connor er . il

Staff d . Total account assets $23,716.0 ¥1.1% Staff d . Total account assets $33,944.2 %1.6%

taffing and compensation 1-year taffing and compensation 1-year

as of Dec. 31 2015 % chg Fee-based $10,332.3 1.6% as of Dec. 31 2015 % chg Fee-based $4,389.0 7.2%

# of producing reps 784 -4.9% Other account assets $13,383.7 -3.2% # of producing reps 561 1.4% Other account assets $29,555.2 0.8%

# of CFPs 223 26.7% | Excess net capital $10.1  -32.7% # of CFPs 76 8.6% | Excess net capital $1.6  -49.9%

Avg payout per rep/year $227,494 5.0% | Total operating expenses N/D N/A Avg payout per rep/year $297,986 3.4% | Total operating expenses $7.7 -3.3%

# of fee-based advisers served 734 2.4% | Pretax earnings N/D N/A # of fee-based advisers served 272 7.5% | Pretax earnings $4.2 6.9%

Visit InvestmentNews.com/bddata for more-complete profiles and financials. N/A = not available. N/D = not disclosed. N/M = not meaningful.

Vanick

Access the opportunities.

VanEck Municipal Income ETFs 800.826.2333
Targeted Exposures | Tax Exempt Income | Low Cost vaneck.com/muni

The risks of investing in municipal bonds include, but are not limited to, those related fo litigation, legislation, political change, and bankruptey. Additional risks include credit, interest rate, call, reinvestment, tax, market, and lease obligation
risk, all of which may negatively impact a Fund. There is no guarantee that income will be exempt from federal or state income taxes, and changes in those tax rates or in alternative minimum tax rates or in the fax treatment of municipal
bonds may make them less atiractive as invesiments and cause them to lose value. According fo Morningstar as of 3/31/16, VanEck's municipal ETFs had an average net expense ratio of 0.44% vs. an average nef expense ratio of 0.92%
for mutual funds in the Morningstar Municipal Bond U.S. Category Group.

Investing involves substantial risk, including possible loss of principal. Bonds and bond funds will decrease in value as interest rates rise. Consider a Fund’s investment objective, risks, charges and expenses before investing.
To obtain a prospectus and summary prospectus, call 800.826.2333 or visit vaneck.com. Read carefully before investing.

Van Eck Securities Corporation, Distributor, 666 Third Avenue, New York, NY 10017
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ML Investors Services, a unit of Massachusetts Mutual Life Insurance Co

TOP INDEPENDENT
BROKER-DEALERS 2016

InvestmentNews.com

Northwestern Mutual, a unit of The Northwestern Mutual Life Insurance Co

1295 State St. Frenetls 611 E. Wisconsin Ave. Freneels
Springfield, MA 01111 Year-end: Dec. 31 Milwaukee, W1 53202 Year-end: Dec. 31
(800) 542-6767 (866) 664-7737

Total revenue $388.7 %1.1% northwesternmutual.com Total revenue $804.7 %7.5%
;"m"f""es(‘:’;-‘;‘;; Commission $2658  -1.6% Year founded: 1968 Commission $282.9  -0.5%
c:; "\’/I‘f"he 'R banm Fee $91.0  8.5% CEO: David Stoeffel Fee $439.3  14.2%

: Michael R. Fannin iti .
Recruiting contact: Andg:ew Dale Other $31.9 3.6% Estr:l::ll:? g:instsaﬂ. Paul Shane Other $62.4 3.4%
Stnff " Total account assets $70,677.6 ¥1.1% Staff i d Total account assets $111,704.6 21.1%
taffing and compensation 1-year taffing and compensation 1-year

as of Dec. 31 2015 % chg Fee-based $13,933.7 4.0% as of Dec. 31 2015 % chg Fee-based $43,301.5 5.6%
# of producing reps 3,977 1.4% Other account assets $56,743.8 -2.2% # of producing reps 5750 -0.3% Other account assets $68,403.2 -1.5%
# of CFPs N/D  N/A | Excess net capital $15.6 -13.6% # of CFPs 970 10.2% | Excess net capital $34.8 -47.6%
Avg payout per rep/year $67,495 -0.8% | Total operating expenses $56.1 0.7% Avg payout per rep/year $105,184 7.6% | Total operating expenses N/D N/A
# of fee-based advisers served 2,578 0.0% | Pretax earnings $11.5 2.7% # of fee-based advisers served 3,817 20.6% | Pretax earnings N/D N/A

National Planning COI’p. (NPC), a unit of National Planning Holdings Inc.

The O.N. Equity Sales Co., a unit of Ohio National Financial Services

100 North Sepulveda Blvd., Suite 1800 Financials 2015  1-year One Financial Way [

El Segundo, CA 90245 Year-end: Dec. 31 ($M) % chg Cincinnati, OH 45242 Year-end: Dec. 31

J(g?r? r)mgc:.lfrlzo Total revenue $407.8 #0.2% f5_13) 794-6794 Total revenue $66.5 #9.8%
Year founded: 1998 Commission $261.6 -2.8% Joinonesco.com Commission $58.0 9.6%
CEO: John C. Johnson Fee $116.2  8.2% Year founded: 1968 Fee $8.4  10.3%
Recruiting contact: Court Chynces Other $300  6.4% CEO: f’?tnck H. McEvoy . Other $0.1  235.6%
Scott Montgomery Total account assets $11,280.9 ¥$7.3% Recruiting contact: Tim Minton Total account assets $8,323.1 ¥3.8%
sl | Foe-based $11,280.9  -7.3% sl R | Fee-based $8318  5.4%
# of producing reps 1,331 -0.3% Other account assets N/A N/A # of producing reps 643 -2.4% Other account assets $7,491.2 -3.6%
# of CFPs 180 N/A | Excess net capital $19.3  60.8% # of CFPs 104 N/A | Excess net capital $2.3 198.5%
Avg payout per rep/year $259,000 0.4% | Total operating expenses N/D N/A Avg payout per rep/year $90,645 15.9% | Total operating expenses $64.7 10.0%
# of fee-based advisers served 1,043 3.2% | Pretax earnings N/D N/A # of fee-based advisers served 348 9.1% | Pretax earnings $1.8 1.6%
National Securities Corp. & Affiliates, a unit of National Holdings Corp.

410 Park Ave. Financials 2015  1-year 300 Parkland Plaza Financials 2015  1-year
New York, NY 10022 Year-end: Sept. 30 (M) % chg Ann Arbor, MI 48103 Year-end: Dec. 31 (M) % chg
(212) 417-8000 Total revenue $163.0 #11.5% (800) 373-1612 Total revenue $455 $2.0%
nationalsecurities.com Commission $1359 -10.8% parklandsecurities.com Commission $31.0 8.4%
Year founded: 1947 Fee $15.0 5.7% Year founded: 2002 Fee $10.7 2.0%
CEO: Mark H. Goldwasser Other $122  61.8% CEO: Jerome Rydell Other $38 167.6%
Recruiting contact: Stephen Michals P ———— ST 2L Recruiting contact: Jennifer Bacarella e —— OO
f:?::'gg:‘;‘f L, Al | Feebased $6,588.2  29.2% fstiffﬁggcagf B LY U | Fee-based $950.0  -2.5%
# of producing reps 651 -4.0% Other account assets $4,400.0 -2.2% # of producing reps 367 -8.3% Other account assets $4,750.0 6.9%
# of CFPs 17 6.3% | Excess net capital $9.4  40.5% # of CFPs 34 3.0% | Excess net capital N/D N/A
Avg payout per rep/year $164,149 -11.0% | Total operating expenses $35.6 -0.8% Avg payout per rep/year $118,685 12.1% | Total operating expenses N/D N/A
# of fee-based advisers served 180 5.9% | Pretax earnings $0.5 -93.9% # of fee-based advisers served 210 -5.8% | Pretax earnings N/D N/A

Nationwide Planning Associates Inc.

115 West Century Road, Suite 360
Paramus, NJ 07652

Financials

Year-end: Dec. 31

6187 Carpinteria Ave.
Carpinteria, CA 93013

Financials

Year-end: Dec. 31

(20_1) 47‘.5‘0029 ) Total revenue $11.7 $6.4% fSF)O) 874-6910 Total revenue $71.1 #5.9%
nationwideplanning.com Commission $8.5 -11.4% joinplanmember.com Commission $25.8 -7.9%
Year founded: 1992 Feo $25  12.5% Year founded: 1982 Feo $44.8  15.4%

. . (s} . . (o]
CEO: Michael J. Karalewich oth 507 2.5% CEO: Jon Ziehl oth 505 57.0%
Recruiting contact: Michael J. De Pol er : 27 Recruiting contact: Kendra Silverman er . e
- 5 , Total account assets $1,576.5 #25.5% — 5 . Total account assets $7,257.0 45.8%

taffing and compensation 1-year taffing and compensation 1-year

as of Dec. 31 2015 % chg Fee-based $303.2  27.6% as of Dec. 31 2015 % chg Fee-based $3,592.3 3.2%
# of producing reps 91 15.2% Other account assets $1,273.3 N/M # of producing reps 479 15% Other account assets $3,664.7 8.4%
# of CFPs 9 12.5% | Excess net capital $0.3  -17.2% # of CFPs 49 14.0% | Excess net capital $3.8  79.6%
Avg payout per rep/year $166,545 5.0% | Total operating expenses $9.3 -10.2% Avg payout per rep/year N/D N/A | Total operating expenses N/D N/A
# of fee-based advisers served 35 9.4% | Pretax earnings -$0.05 -119.4% # of fee-based advisers served 479 1.5% | Pretax earnings N/D N/A

NEXT Financial GI‘OUp Inc., a unit of NEXT Financial Holdings Inc.

Princor Financial Services Corp., a unit of Principal Life Insurance Co.

2500 Wilcrest Drive
Houston, TX 77042
(877) 876-6398

2015
($M)

Financials
Year-end: Dec. 31

1-year
% chg

711 High St.
Des Moines, IA 50392

Financials

Year-end: Dec. 31

nextfinancial.com Total revenue $1235 #5.3% (888) 774-6267 Total revenue $314.1 11.6%
Year founded: 1999 Commission $77.6 -6.5% princor.com Commission $262.2 0.0%
CEO: Norman Grant Fee $40.9  -1.9% Year founded: 1968 Fee $52.0  10.9%
Recruiting contact: Peter Delehanty Other $4.9 -12.0% Top executive: Kara Hoogensen Other $0.0 38.6%
Barry G. Knight - el Recruiting contact: Janel Velky - o
v 5 . Total account assets $15,455.3 #1.5% e 5 . Total account assets $8,9195 #2.1%
taffing and compensation 1-year affing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $3,831.4 4.3% as of Dec. 31 2015 % chg Fee-based $4,622.9 1.5%
# of producing reps 674 -7.2% Other account assets $11,613.9 -3.4% # of producing reps 2,112 0.7% Other account assets $4,296.7 2.8%
# of CFPs 72 -37.4% | Excess net capital $3.1  27.0% # of CFPs N/D N/A | Excess net capital $8.2  22.5%
Avg payout per rep/year $161,412 -10.1% | Total operating expenses $120.4 -5.3% Avg payout per rep/year $125,047 1.0% | Total operating expenses $47.4 12.0%
# of fee-based advisers served 579 -12.3% | Pretax earnings $3.1 -5.7% # of fee-based advisers served1,071 2.4% | Pretax earnings $2.6 -62.9%

Visit InvestmentNews.com/bddata for more-complete profiles and financials. N/A = not available. N/D = not disclosed. N/M = not meaningful.
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ProEquities Inc., a unit of Protective Life Corp. Questar Capital Corp., a unit of Allianz Insurance Co. of North America

2?01 _Highway 280 S. Frenetls 5701 Golden Hills Drive Foeneels
253|2322?3£L 35223 Year-end: Dec. 31 Minneapolis, MN 55416 Year-end: Dec. 31
" Total revenue $116.0 #2.2% (888) 446-5872 Total revenue $105.7 13.4%
proequities.com " ital.com
Year founded: 1984 Commission $835  -4.5% questarcaprtal. Commission $85.8  -2.2%
CEO: Christopher W. Flint Fee $225  3.2% z‘:’g fg:“d‘_*‘; 1?/'97 . Fee $15.4  453%
i : Sherri Du Mon
Michael J. Mungenast Other $9.9  7.0% > Other $46  17.0%
Recruiting contact: Taylor Lovell Recruiting contact: Darcy Matz
Staffi " Total account assets $2,715.7 %6.1% Staff I Total account assets $11,928.1 45.2%
taffing and compensation 1-year taffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $2,715.7 6.1% as of Dec, 31 2015 % chg Fee-based $1,336.4 17.8%
# of producing reps 1,040 1.9% Other account assets N/D N/A # of producing reps 655 -3.8% Other account assets $10,591.8 3.8%
# of CFPs N/D  N/A | Excess net capital $7.8  -39.7% # of CFPs 36 N/A | Excess net capital $5.0 50.5%
Avg payout per rep/year $89,099 -2.7% | Total operating expenses N/D N/A Avg payout per rep/year $146,000 5.7% | Total operating expenses N/D N/A
# of fee-based advisers served 625 -2.0% | Pretax earnings N/D N/A # of fee-based advisers served 392 -2.0% | Pretax earnings N/D N/A

Prospera Financial

Services Inc.

5429 LBJ Freeway

Dallas, TX 75240

(972) 581-3000
prosperafinancial.com

Year founded: 1982

CEO: David W. Stringer
Recruiting contact: Tim Edwards
Tarah M. Carlow

With two-for-one guaranteed income,
spouses are never disinherited.

Staffing and compensation

as of Dec. 31 2015

# of producing reps 127, -80% Isn’t that great for your married clients?
| #of CFPs 20 333% i
I Avg payout per rep/yr $346,500 61% When you offer your clients Retirement Cornerstone®

# of fee-based advisers 16 -101% variable annuity with its Spousal Continuation feature,

" . you'’re providing them with two-for-the-price-of-one
5;';?_1‘::;'1“9 30 guaranteed income! It’s a better value for them and
el FEEG $124 $20% your client relationship continues even after the death
Commission $199 -17.7% of a SRotes
Fee $204 17.5%
Other $21  19.0% AXA makes this possible with:
Total accountassets  $5,773.8 ¥12.9% *  Less upfront decision-making for your clients
Fee-based $16473  97% with more post-purchase flexibility
Other acct assets  $4,1265 -19.5% Guaranteed income and protection for both

Excess net capital $3.1 546% spouses at no additional cost beyond the

Total op expenses $45  56% rider fee

Pretax earnings $15 4.8% A treasury-tied roll-up rate which is adjusted

annually and could be up to 8% to help
counter volatility
A variable annuity built to adapt to your

Quest Capital

Strategies Inc.

clients’ changing needs

23832 Rockfield Blvd.
Lake Forest, CA 92630

At AXA, we believe your clients deserve more and

(949) 830-4885 that you deserve more clients. Take the next step
questcapital.com and call us at 888-517-9900 or visit

Year founded: 1983 axa.com/retirementcornerstone. You can also
CEO: Joe Nikolson, James Melton access the FREE Retirement Cornerstone app

Recruiting contact: Michael Yu

. online at axa.com/rcapp or iPad users can
Louise Kane /reapp

download it from the App Store.

Staffing and compensation

as of Dec. 31 2015 . A |.h|-S:r the
# of producing reps 370 N/A pp Store
| #of CFPs ND  NA

I Avg payout per rep/yr N/D N/A

# of fee-based advisers N/D N/A

Financials
Year-end: Dec. 31
Total revenue N/D N/A
Commission N/D N/A
Fee N/D N/A
Other N/D N/A
Total account assets ND NA Advice | Retirement | Insurance
Fee-based N/D N/A *Guaranteed income is available through an optional rider for an additional fee. Age restrictions apply. Please see prospectus for all rules and requirements. It should be noted that the
Other acct assets N/D N/A Spousal Continuation feature is for contracts that are jointly owned by spouses or for a single-owner contract with a sole spouse beneficiary, and that in the event of the death of one
- spouse, the surviving spouse can elect to continue the contract subject to certain conditions. “AXA” is the brand name of AXA Equitable Financial Services, LLC and its family of companies,
Excess net capital N/D N/A including AXA Equitable Life Insurance Company, AXA Advisors, LLC and AXA Distributors, LLC. AXA S.A. is a French holding company for a group of international insurance and financial
Total op expenses N/D N/A services companies, including AXA Equitable Financial Services, LLC. A variable annuity like Retirement Cornerstone® is a long-term financial product designed for retirement purposes.
P - Please consider the charges, risks, expenses and investment objectives carefully before purchasing a variable annuity. For a prospectus containing
retax earnings ND - N/A this and other information, please contact a financial professional. Read it carefully before you invest or send money. The “Roll-up rate” is the rate

used to calculate amounts credited to income producing benefit base, is flexible, generally Treasury Rate-tied. The benefit base has no cash value. Retirement Cornerstone® 15A variable
. annuity issued by AXA Equitable Life Insurance Company (New York, NY). Variable annuities are co-distributed by affiliates AXA Distributors, LLC and AXA Advisors, LLC (members FINRA, SIPC).
Visit InvestmentNews.com/bddata for more- Withdrawals of taxable amounts are subject to ordinary income tax and, if taken prior to age 59%, a 10% federal tax penalty may apply. Early withdrawals may also be subject to a withdrawal
complete profiles and financials. N/A = not charge, which declines from 7% over a seven year period for series B contracts. Series L and Series CP contracts feature a withdrawal charge which declines from 8% over a four year or nine year
; _ f _ period respectively. An investment in a variable annuity involves investment risk, including the possible loss of principal. Annuities contain limitations and restrictions. For costs and complete
available. N/D = not disclosed. N/M = not ) : : ; ! Y h . - > ; oTe g !
K details, contact a financial professional. Variable annuities are subject to insurance-related charges, including mortality and expense charges, administrative fees, and the expenses associated
meaningful. with the underlying funds. Guarantees are based on the claims-paying ability of AXA Equitable. Contract form #s: ICC12BASE4, ICC12BASE3 and state variations. GE-112917 (03/16)(Exp.03/18)
For Financial Professional Use.
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Raymond James Financial Services Inc., a unit of Raymond James Financial

SagePomt Financial Inc., a unit of Advisor Group

880 Carillon Parkway . . 2800 N. Central Ave. . .
Financials 2015 1-year . Financials
St. Petersburg, FL 33716 Year-end: Dec. 31 (M) % chg Phoenix, AZ 85004 Year-end: Dec. 31
(866) 462-4432
(866') 694'5§O7 Total revenue $1,732.0 #10.7% sagepointfinancial.com Total revenue $3123 42.2%
advisorchoice.com . ..
Commission $677.0 1.6% Year founded: 1970 Commission $182.8 2.7%
Year founded: 1974 CEO: Jeff Auld
- Fee $802.2  17.4% sen A Fee $98.1  7.4%
CEO: Paul Reilly : : Recruiting contact: Genevieve i i
Recruiting contact: Barry Papa Other $252.7  17.3% Hodges-Sisco Other $315 -13.0%
X . Total account assets $208,461.0 %2.0% . Total account assets $36,165.3 ¥#2.3%
Staffing and compensation 1-year Staffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $89,491.0 5.7% as of Dec. 31 2015 % chg Fee-based $9,593.4 2.5%
# of producing reps 3544 6.5% Other account assets $118,970.0 -0.7% # of producing reps 1,276 -1.2% Other account assets $26,571.9 -4.0%
# of CFPs 855 2.0% | Excess net capital $25.6 8.9% # of CFPs N/D  N/A | Excess net capital $11.4  -27.6%
Avg payout per rep/year $351,386 3.5% | Total operating expenses N/D N/A Avg payout per rep/year $187,734 0.6% | Total operating expenses N/D N/A
# of fee-based advisers served3,225 6.5% | Pretax earnings N/D N/A # of fee-based advisers served 878 4.3% | Pretax earnings N/D N/A
Royal Alliance Associates Inc., a unit of Advisor Group Securian Financial Services Inc., a unit of Securian Financial Group Inc.
One World Financial Center Financials 2015 1year 400 Robert St. N. Financials
New York, NY 10281 Year-end: Dec. 31 ($M) % chg St. Paul, MN 55101 Year-end: Dec. 31
(800) 821-5100 Total revenue $461.2 ¥90.6% (651) 665-3500 Total revenue $315.2 41.6%
royalalliance.com . securian.com .
Commission $212.6  -4.8% Commission $188.9 -2.5%
Year founded: 1989 Year founded: 1984
CEO: Dmitry Goldin Fee $211.0  6.4% CEO: George Connolly Fee $93.4  12.5%
Recruiting contact: Al Grilli Other $37.6 -11.1% Recruiting contact: Robert Subjects Other $32.9 -1.0%
X . Total account assets $57,020.8 ¥4.3% . Total account assets $28,781.3 12.3%
Staffing and compensation 1-year Staffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $21,881.2 -2.6% as of Dec. 31 2015 % chg Fee-based $10,327.1 5.6%
# of producing reps 1,620 3.8% Other account assets $35,139.6 -5.3% # of producing reps 1,118 3.2% Other account assets $18,454.3 0.5%
# of CFPs N/D N/A | Excess net capital $11.3  -42.1% # of CFPs 198 -1.5% | Excess net capital N/D N/A
Avg payout per rep/year $242,423 -2.6% | Total operating expenses N/D N/A Avg payout per rep/year $221,446 -1.3% | Total operating expenses N/D N/A
# of fee-based advisers served1,081 0.3% | Pretax earnings N/D N/A # of fee-based advisers served 836 0.1% | Pretax earnings N/D N/A

Ask us about our last BD.

Fanatical service
Legendary payouts
Competitive products

Comprehensive technology

30+ years strong

The last BD you’ll ever need.

We are there now.

Paul Tingley & Joanna Habegger
Greenwood, IN

Expect more. Earn more.

joinssn.com
Securities Service Network | Member FINRA/SIPC

(888) 870-2780

Securities America Inc.,

a unit of Ladenburg Thalmann
Financial Services Inc.

12325 Port Grace Blvd.

La Vista, NE 68128

(800) 747-6111
joinsai.com

Year founded: 1984

CEO: Jim Nagengast
Recruiting contact: Gregg

Johnson
Staffing and compensation 1-year
as of Dec. 31 2015 %chg
# of producing reps 2033  26%

#of CFPs 619 32%
Avg payout per rep/yr $216,939  -5.0%
# of fee-based advisers 1,846  5.6%

Financials 2015 1-year
Year-end: Dec. 31 ($M) % chg
Total revenue 1,846 #56%
Commission $2505  3.4%
Fee $2429 85%
Other $585 -1.5%

Total account assets $57,8000 #2.1%
Fee-based $22,3000 4.2%
Other acct assets  $35,500.0  0.9%

Excess net capital $6.4  -5.9%
Total op expenses N/D N/A
Pretax earnings N/D N/A

Visit InvestmentNews.com/bddata for more-
complete profiles and financials. N/A = not
available. N/D = not disclosed. N/M = not
meaningful.
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PO Box 868 Financials 197 Clarendon St. Financials
Marion, IA 52302 Year-end: Dec. 15 Boston, MA 02116 Year-end: Dec. 31
(800) 526-8346 Total revenue $4.4 915.2% (800) 543-6611 Total revenue $3039 %2.1%
smrinvestments.com Commission $33  -19.2% signatorinvestors.com Commission $233.3 21%
Year founded: 1964 Fee $0.3 10.2% Year founded: 1968 Fee $615  21.9%
. . (] . . o
CEO: Thomas J. Berthel oth $0.9 5% Top executive: Christopher Maryanopolis oth 9.1 3%
Recruiting contact: Vern Coates er - o Recruiting contact: Matt Rigatti er . -2
Stnff " Total account assets $391.0 $#12.3% Staff I Total account assets $31,018.6 11.4%
taffing and compensation 1-year taffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $32.0  52.4% as of Dec. 31 2015 % chg Fee-based $8,377.1 9.7%
# of producing reps 212 -13.5% Other account assets $359.0 -15.5% # of producing reps 1,440 4.8% Other account assets $22,641.5 -1.4%
# of CFPs 8 0.0% | Excess net capital $1.3 5.0% # of CFPs 305 114.8% | Excess net capital $13.8 226.2%
Avg payout per rep/year $8,127 -17.7% Total operating expenses $1.4  -72.6% Avg payout per rep/year $120,785 11.4% Total operating expenses $50.2 24.7%
# of fee-based advisers served 46 4.5% | Pretax earnings $0.2 5.3% # of fee-based advisers served 672 7.3% | Pretax earnings $2.6 126.5%

Securities Service

Network Inc., a unit of
Ladenburg Thalmann

9729 Cogdill Road
Knoxville, TN 37932

o) 2274 TOGETHER, OUR TEAM

Year founded: 1983
CEO: Wade S. Wilkinson

el UNCOVERS OPPORTUNITIES

Staffing and compensation

as of Dec. 31 2015
# of producing reps 370 -4.4%
| #of CFPs 115 -115%

| Avg payout per repyr $293797 18.1%
# of fee-based advisers 235 -29.9%

Financials 2015
Year-end: Dec. 31 (M) A core equity portfolio designed to
Total revenue $125.3 410.6% 1 dampen risk
Commission $57.3  -07% r i . Overall Morningstar Rating™ for Class | among
Fee $57.4  28.7% ' '
Other $106 -3.6%
Total account assets $134756 #55% * Kk Kk
Fee-based $5.8696 -1.6% Nuveen Symphony Floating
Other acctassets  $7,606.0 -8.2% . Rate Income Fund NFRIX
Excess net capital %58 627% For over 20 years, Symphony Asset Management's —
Total op expenses N/D N/A X - y
Protax eamings D NA team of corporate valuation experts in debt an_d :

209 Bank Lo

_ continuous collaboratlon across asset cla z
Sigma Financial Corp.

g P Symphony delivers solutions for in

300 Parkland Plaza j
Ann Arbor, MI 48103

(888) 744-6264 - 3 ; =
sigmafinancial.com 3 ' An actively mar

Year founded: 1983 - credit portfoli
CEO: Jerome Rydell SYM PH O NY - 3 :

Nuveen Symphony High Yield
diversification in an e_voIvmg maﬁk Bond Fund NSYIX

ASSET MANAGEMENT

Recruiting contact: Jennifer
Bacarella

Staffing and compensation

as of Dec. 31 2015

# of producing reps 63 08% To learn more visit Nuveen.com/Symphony -, b

| #of CFPs 105 29%
IAvg payout per rep/yr $140,151  1.4% or call 800.752.8700. NUVEEN

-12.1% Investments

# of fee-based advisers 435

Financials
Year-end: Dec. 31 Before investing, carefully consider fund investment objectives, risks, charges and Elatinlgs hare forfthehperiod ﬁ?dﬁd 12/31/(1156 Morningstar &atesd the Nuveen 1518;9%;)/ Lodvggafimy Eé{“it[)j’fFung'S
; ; ; ass | shares, for the overall, three- and five-year periods, 5 stars among 1407, 1407 an arge Blend funds,
Total revenue $358 #48% eXpensetS' Forthisand other mfgtrm?tlon that ;hould. ble l;jead (arEfI\T"y’ plelase rc;ques: a respectively; the Nuveen Symphony Floating Rate Income Fund’s Class | shares, for the overall and three-year
Commission $56.8 -9.2% ptrgso%e;;;g(;rs;umma{y prospectus from your financial aavisor or Nuveen investments periods, 4 stars among 209 Bank Loan funds; and the Nuveen Symphony High Yield Bond Fund's Class | shares, for
d PATR orvisitnuveen.com. the overall and three-year periods 4 stars among 636 High Yield Bond funds. These ratings are for Class | shares
Fee $31.6 -03% . : i } ;
Other §14 155% Smptany st VarageretLCisaregiterdimestmentadiseandssdayofweenimestmensnc 2R CERCE R RCCEE RERERE AR NN R SR
Total acct asset $10 800.0 ry 4. 4,}: Morningstar ratings are based on risk adjusted returns. Past performance s no guarantee of future results. Mutual may have experienced negative retums over the ime periods ated. For funds with atleast a thee-year history, a
otal acct assets /000 - fund investing involves risk; principal loss is possible. There is no guarantee investment objectives will be achieved. Morningstar Rating™ is based on a isk-adjusted retum measure (including the effects of sales charges, loads, and
Fee-based $3,150.0  2.4% Equity investments may decline significantly in price over short or extended periods of time. Therefore, even if the redemption fees) with emphasis on downward variations and consistent performance. The Overall Moringstar
Other acctassets  $7.650.0 5.2% Fundis able to maintain a portfolio with lower volatility than the broad equity market, the Nuveen Symphony Low Rating™ for a fund is derived from a weighted average of the fund’s three-, five-, and 10-year (if applicable) risk-
[t 27 Volatility Equity Fund’s returns and the value of the Fund's shares will be volatile. Debt or fixed income securities adjusted return measures and Morningstar ratings metrics. The top 10% of funds in each category receive 5 stars,
Excess net capital N/D N/A such as those held by the Nuveen Symphony Floating Rate Income Fund are subject to market risk, credit risk, the next 22.5% 4 stars, the next 35% 3 stars, the next 22.5% 2 stars, and the bottom 10% 1star. Each share class is
Total op expenses N/D N/A interest rate risk, call risk, derivatives risk, dollar roll transaction risk, other investment company and income risk. counted as a fraction of one fund within this scale and rated separately. ©2016 Momingstar, Inc. All Rights Reserved.
- As interest rates rise, bond prices fall. Below investment grade or high yield debt securities are subject to liquidity The Momingstar information contained herein: (1) is proprietary to Morningstar; (2) may not be copied; and (3)1is not
Pretax earnings ND  N/A risk and heightened creditrik. Foreign investments involve additional isks, including currency fluctuation, political  Waanted tobe accurate, complete or timely. Neither Moningstar nor ts content providers are responsible for any
and economicinstability, lack of liquidity and differing legal and accounting standards. Funds are subject to loan damages or losses arising from any use of this information.
- settlement risk due to the lack of established settlement standards or remedies for failure to settle and the value of Funds distributed by Nuveen Securities, LLC a subsidiary of Nuveen Investments. Inc
Visit Ir;vestme:ltNewsac?m/b d.d?ta ':lo;more— the funds'convertible securities may decline in response to such factors as rising interest rates and fluctuationsinthe  NOT FDIC INSURED yM AY LOSEVALUE NO BANKGU AR/yXNTEE "
complete profiles and financials. N/A = not market price of the underlying securities. ©2016 Nuveen Investments, Inc. All rights reserved. 13709-INV-Q-06/16

available. N/D = not disclosed. N/M = not
meaningful.
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Sll Investments Inc., a unit of National Planning Holdings Inc

The Strategic Financial Alliance Inc., a unit of SFA Holdings Inc.

5555 W. Grande Market Drive . . 2200 Century Parkway . .
Financials 2015 1-year Financials
Appleton, W1 54913 Year-end: Dec. 31 (M) % chg Atlanta, GA 30345 Year-end: Dec. 31
(678) 954-4000
(?.00) _426'5975 Total revenue $177.4 $8.2% jointhesfa.com Total revenue $41.2 #4.2%
siionline.com
i Commission $105.7 -11.7% Year founded: 2003 Commission $20.6 3.9%
Year founded: 1968 - pr oy CEO: Clive Slovin . 161 oy
CEO: Todd Kinart ee ’ o Recruiting contact: Arthur B. Goldsmith ee ’ s
Recruiting contact: Steve VanDomelen Other $13.9 -17.4% Paige H. Kerr Other $4.6 135%
X . Total account assets $6,523.6 15.2% . Total account assets $4,026.2 $0.5%
Staffing and compensation Staffing and compensation 1-year
as of Dec. 31 2015 Fee-based $6,523.6 5.2% as of Dec. 31 2015 % chg Fee-based $1,684.4 10.5%
# of producing reps 564 1.1% Other account assets N/A N/A # of producing reps 114 -10.9% Other account assets $2,341.8 -7.1%
# of CFPs N/D  N/A | Excess net capital $23.2 18.5% # of CFPs 50 -7.4% | Excess net capital $2.1 19.4%
Avg payout per rep/year $276,000 -4.2% | Total operating expenses N/D N/A Avg payout per rep/year $324,779 27.7% | Total operating expenses $40.3 6.7%
# of fee-based advisers served 442 -9.6% | Pretax earnings N/D N/A # of fee-based advisers served 88 -26.7% | Pretax earnings $0.9 -49.5%
Spire Investment Partners Summit Brokerage Services Inc., a unit of Cetera Financial Group
7901 Jones Branch Drive. STE 800 Financials 2015 1year 595 S. Federal Highway Financials 2016 1year
McLean, VA 22102 Year-end: Dec. 31 ($M) % chg Boca Raton, FL 33432 Year-end: Dec. 31 ($M) % chg
(703) 748-5800 Total revenue $21.0 $12.1% (800) 354-5528 Total revenue $111.0 42.8%
spireip.com . joinsummit.com .
Commission $5.4  -8.1% Commission $726  -2.3%
Year founded: 1997 Year founded: 1993
CEO: David L. Blisk Fee $15.6  -6.4% CEO: Marshall T. Leeds Fee $27.6  18.5%
Recruiting contact: Paul T. Murphy Other $0.0 N/M Recruiting contact: Vincent Chiera Other $10.8 3.7%
X . Total account assets N/D N/A . Total account assets $12,200.0 %10.9%
Staffing and compensation 1-year Staffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based N/D N/A as of Dec. 31 2015 % chg Fee-based $2,700.0 22.7%
# of producing reps 30 3.4% Other account assets N/D N/A # of producing reps 452 27.3% Other account assets $9,500.0 8.0%
# of CFPs 13 8.3% | Excess net capital N/D N/A # of CFPs N/D  N/A | Excess net capital N/D N/A
Avg payout per rep/year $434,000 -9.9% | Total operating expenses N/D N/A Avg payout per rep/year $240,333 -11.7% | Total operating expenses N/D N/A
# of fee-based advisers served 28 0.0% | Pretax earnings N/D N/A # of fee-based advisers served 301 14.4% | Pretax earnings N/D N/A

we're only missing you.

TFS Securities Inc.,

a unit of Tomorrow’s Financial
Services Inc.

437 Newman Springs Road
Lincroft, NJ 07738

(732) 758-9300

tfsweb.com

Year founded: 1987

Top executive: Thomas P. Hyland
Sr.

Recruiting contact: Eric S.
Edwards

Staffing and compensation 1-year
as of Dec. 31 2015 %chg
# of producing reps 24 14%
# of CFPs 39  54%

Avg payout per repfyr  $122000 52%

# of fee-based advisers 149  49%

Financials 2015 1-year

Year-end: Dec. 31 ($M) % chg

Total revenue $319 494%

Commission $237  9.9%

Fee $6.5 7.8%

Other $1.7 97%

Total account assets $4,000.0 #5.3%

Fee-based $7500 11.1%

Other acctassets  $3,2500  4.0%
CAMBRIDGE DIEFERENGE. §CAMBRIDGE Excess net capital $05 56%
© - . Total op expenses $38 56%

877-688-2369 | www.joincambridge.com You ctrol the journcy. Pretax earnings $12 7%

Securities offered through Cambridge Investment Research, Inc., a broker-dealer, member FINRA/SIPC, and investment advisory services offered through
Cambridge Investment Research Advisors, Inc,, a Registered Investment Adviser. Both are wholly-owned subsidiaries of Cambridge Investment Group, Inc.
V.CIR.0416

Visit InvestmentNews.com/bddata for more-
complete profiles and financials. N/A = not
available. N/D = not disclosed. N/M = not
meaningful.
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Triad Advisors Inc., a unit of KMS Financial Services Inc.
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Voya Financial Advisors Inc., a unit of Voya Financial

5155 Peachtree Parkway Financials 2015  1-year 9DOQ IR/CI’CfJSt StIA 50300 Financials 2015  1-year
Atlanta, GA 30092 Year-end: Dec. 31 ($M) % chg (8%?)) 3%:33’06 Year-end: Dec. 31 ($M) % chg
(800) 720-4003 B
tindad Total revenue $184.0 13.7% voyafinancialadvisors.com Total revenue $406.4 ¥90.5%
riac-advisors.com Commission $845  -5.2% Year founded: 1968 Commission $2766  -3.9%
Year founded: 1998 Fee $771  1.1% CEO: Thomas Halloran Fee $115.1  13.4%
CEO: Jeff Rosenthal Recruiting contact: Doug Wallace
Oth 22.4  84.59 ’ Oth 147  -24.09
Recruiting contact: Nathan Stibbs er $ 7 Bonnie Reed er $ v
Staffi " Total account assets $23,770.0 %1.6% Staff I Total account assets $43,211.7 #0.3%
taffing and compensation 1-year taffing and compensation 1-year

as of Dec. 31 2015 % chg Fee-based $14,440.0 1.0% as of Dec, 31 2015 % chg Fee-based $10,393.5 4.7%
# of producing reps 610 2.3% Other account assets $9,330.0 2.6% # of producing reps 2,118 -3.8% Other account assets $32,818.2 -1.8%
# of CFPs 204 25% | Excess net capital $7.8 38.8% # of CFPs 298 15.1% | Excess net capital $282 -7.6%
Avg payout per rep/year $310,639 4.3% | Total operating expenses N/A N/A Avg payout per rep/year $146,879 5.7% | Total operating expenses N/D N/A
# of fee-based advisers served 581 1.6% | Pretax earnings N/A N/A # of fee-based advisers served 1,472 -2.5% | Pretax earnings N/D N/A

Trustmont Financial

Group Inc.

200 Brush Run Road

Greensburg, PA 15601

(724) 468-5665
trustmontgroup.com

Year founded: 1986

Top executive: Anthony C. Hladek
Recruiting contact: Joe Sinclair

Staffing and compensation 1-year
as of Dec. 31 2015 % chg
# of producing reps 110  10.0%
| #of CFPs 39 26%

I Avg payout perrep/yr $124900  0.2%
# of fee-based advisers 89  0.0%

Financials 2015 1-year
Year-end: Dec. 31 (M) % chg
Total revenue N/D N/A
Commission N/D N/A
Fee N/D N/A
Other N/D N/A
Total account assets  $1,815.1 #2.1%
Fee-based $5270 3.1%
Other acctassets  $1,288.1  1.7%
Excess net capital N/D N/A
Total op expenses N/D N/A
Pretax earnings N/D N/A

United Planners

Financial Services

7333 E. Doubletree Ranch Road
Scottsdale, AZ 85258

(800) 966-8737
unitedplanners.com

Year founded: 1987

CEO: David A. Shindel,
Thomas H. Oliver

Recruiting contact: Sheila J.

Cuffari-Agasi
Staffing and compensation 1-year
as of Dec. 31 2015 % chg
# of producing reps 389  40%
| #of CFPs 2 22%

I Avg payout perrep/yr $244394  7.7%

# of fee-based advisers 380 83%

Financials

Year-end: Dec. 31

Total revenue $95.1 #12.3%
Commission $523  29%
Fee $380 12.3%
Other $4.8 N/A

Total account assets $10,210.5 #2.1%
Fee-based $39105  4.1%
Other acctassets  $6,300.0  0.9%

Excess net capital $49 24.4%

Total op expenses $849  93%

Pretax earnings $21  432%

Visit InvestmentNews.com/bddata for more-
complete profiles and financials. N/A = not
available. N/D = not disclosed. N/M = not
meaningful.

dCCess

Successful advisors work with Securities America 2. Connect with our top leaders at conferences.
because of the one-on-one communication they have The leaders of some companies hide in their
with our leadership. Our four-to-one ratio of advisors to hotel suites at national conferences. Not the
employees ensures you'll have access to real people, decision makers of Securities America. You'll
including top executives who take their own calls. find them talking with advisors all around the
exhibition hall.
Here are some ways Securities America N _ _
gives you real access: 3. Qur leaders facilitate our advisory councils.
We maintain a regular advisory council, a sales
1. Our leaders run our study groups. assistant advisory board, a branch manager
At Securities America, members of our advisory council and a financial institutions
leadership team oversee our study groups for advisory council — each led by a senior
top advisors and branch managers. member of our leadership team.

4. Connect with our CEQ directly.
Have a question, comment or suggestion
for Jim Nagengast, our president and chief
executive officer? Email him at
AskTheCEO@saionline.com at any time.

For real access, call Securities America at

Lo
. 600-989-8441.

[ |
o ﬁ Securities America

Real Opportunity.

Grow during your transition. B
Lk

Scan to download the .-c** ¥
Growth at Transition Guide B

Securities America, Inc., Member FINRA/SIPC, Securities America Advisors, Inc., an SEC Registered Investment Advisory Firm ® www.JoinSAl.com
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VSR Financial Services Inc., a unit of Cetera Financial Group

8620 W. 110th St.

Overland Park, KS 66210

(800) 800-3177

joinvsr.com

Year founded: 1985

CEO: James M. Stanfield

Recruiting contact: James L. Blosser

Staffing and compensation 1-year

Wells Fargo Advisors Financial Network

InvestmentNews.com

as of Dec. 31 2015 % chg
# of producing reps 256 -4.5%
# of CFPs ND N/A
Avg payout per rep/year $293,946 -20.7%

# of fee-based advisers served N/D N/A

. ) One N. Jefferson Ave. . )
Financials ) Financials
Year-end: Dec. 31 St. Louis, MO 63103 Year-end: Dec. 31
Total revenue N/D N/A (866) 485-5383 Total revenue $864.1 146.6%
— wfafinet.com .
Commission N/D N/A Commission $262.2 3.3%
Year founded: 2001
Fee N/D N/A CEO: Kent Christian Fee $3979 7.1%
Other N/D N/A Recruiting contact: Alex David Other $204.0 10.4%
Total account assets $10,266.0 ¥#19.3% . Total account assets $87,450.0 #2.5%
Staffing and compensation 1-year
Fee-based $4,338.0 -11.8% as of Dec. 31 2015 % chg Fee-based $41,400.0 8.7%
Other account assets $5,928.0 -24.0% # of producing reps 1,244  7.8% Other account assets $46,050.0 -2.6%
Excess net capital N/D N/A # of CFPs N/D N/A | Excess net capital N/D N/A
Total operating expenses N/D N/A Avg payout per rep/year $471,109 -0.6% | Total operating expenses N/D N/A
Pretax earnings N/D N/A # of fee-based advisers served 1,181 7.7% | Pretax earnings N/D N/A

Waddell & Reed Financial Advisors, a unit of Waddell & Reed Financial Inc.

Woodbury Financial Services, a unit of Advisor Group

VOTE FOR INDEPENDENCE
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6300 Lamar Ave. . . 7755 Third St. N. . .
Financials 2015 1-year Financials
Overland Park, KS 66202 Year-end: Dec. 31 ($M) % chg Oakdale, MN 55128 Year-end: Dec. 31
(913) 236-2000 (800) 800-2638
joinwaddell.com Total revenue $526.1 #5.2% e Total revenue $261.4 #0.3%
. joinwoodbury.com .
Year founded: 1937 Commission $226.9 2.0% Commission $192.1 -3.0%
. Year founded: 1910

CEO: Tom Butch F $225.7  10.7% F $483  13.6%
Recruiting contact: David Call ce i R CEO: Rick Fergesen ee : o
Todd Esh Other $73.5 -0.2% Recruiting contact: Scott Little Other $21.1 -3.2%

X . Total account assets $49,804.7 ¥3.0% . Total account assets $29,636.3 11.5%
Staffing and compensation 1-year Staffing and compensation 1-year
as of Dec. 31 2015 % chg Fee-based $17,644.4 2.2% as of Dec. 31 2015 % chg Fee-based $5,069.1 3.2%
# of producing reps 1,819 3.0% Other account assets $32,160.2 -5.7% # of producing reps 1,075 1.3% Other account assets $24,567.2 1.2%
# of CFPs 312 24.3% | Excess net capital $21.5 100.4% # of CFPs N/D N/A | Excess net capital $11.1 -27.1%
Avg payout per rep/year $156,047 1.5% | Total operating expenses N/A N/A Avg payout per rep/year $197,702 1.0% | Total operating expenses N/D N/A
# of fee-based advisers served 1,725 1.7% | Pretax earnings N/A N/A # of fee-based advisers served 698 2.0% | Pretax earnings N/D N/A

Methodology:

All profiles based on the
InvestmentNews 2016 Broker-
Dealer Survey. To qualify, firms
must be headquartered in the
United States. Notes: Other
revenue includes interest
income and financial planning,
consulting, investment bank-
ing and other fees. Other
account assets include annu-
ities, bonds, ETFs, mutual
funds and stocks. ltemized rev-
enue and account assets may
not equal total because of
rounding. CEOs may have
additional titles. If CEO posi-
tion is vacant or not applicable,
top executive is listed. Contact
IN-data@investmentnews.com
to be considered for future list-
ings and rankings.

More Online:

Explore InvestmentNews’ B-D
Data Center to find exclusive
information on the independ-
ent broker-dealer industry.
Find out which firms have the
most reps and highest pre-tax
earnings — or create your own
custom rankings based on a
large selection of other data
points. Visit InvestmentNews
.com/bddata.
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D0L fiduciary headaches

Continued from Page 10
the price on some of its model
wealth portfolios.

The final rule is scheduled to be
fully implemented by the start of
2018.

John Taft, chief executive of RBC
Wealth Management, said it will
require an “enormous investment
from the industry in order to com-
ply”and weeks, or even months, to
understand all the details and
develop plans to meet the deadlines.

He said the final rule appears to
be‘“better than was feared.”

CHANGES FOR IBDs

Two of the most significant
changes for IBDs were the elimina-
tion of a five-part test for determin-
ing fiduciary status and a
requirement for extensive data dis-
closure, including one, five and 10-
year expense projections for
investment products covered under
the BIC exemption.

It’s unclear how much the DOL
changes will reduce the cost of com-
pliance compared with the expense
of meeting the originally proposed
rule, which Cambridge Investment
Research Inc. estimated would cost
$15 million to $17 million in technol-
ogy upgrades.

Technology changes are expected
to be the key adaptations that make
it possible for broker-dealers to
adapt to the rule. This may include
utilizing a digital adviser to handle
clients with smaller accounts.

$15M

Minimum estimated cost

of tech upgrades at Cam-

bridge to meet originally
proposed DOL rule

Under the final rule, one item
that IBDs will need to either develop
themselves or acquire from outside
firms is benchmarking information
that they can use to measure the
“reasonableness” of the compensa-
tion of their advisers, according to
Fred Reish, a securities lawyer with
Drinker Biddle & Reath.The BIC
exemption, similar to the Employee
Retirement Income Security Act,
requires providers receive no more
than reasonable compensation.

‘WINNERS AND LOSERS’

While the monetary costs may be
high for large IBDs, the impact on
the nation’s hundreds of other bro-
ker-dealers may be even higher, rel-
atively speaking.

The Equity Dealers of America,
an industry group that represents
midsize and regional securities
dealers and investment banks, is
supporting resolutions in both
houses of Congress that would
block the DOL measure.

“This rule confuses investors,
interferes with individual invest-
ment decisions, and taxes the retire-
ment dollars of hardworking
Americans,” said Chris lacovella,
CEO of the group. The EDA also
said it is considering legal action
because the rule would impose a
heavier burden on smaller firms,

which have more transaction-
based clients and lower-asset
accounts.

The rule “picks winners and
losers among financial firms,”
Mr. Iacovella said.

Simply put, most small bro-
ker-dealers will not have the
financial wherewithal to swal-
low the costs of compliance.

One possible path for them is
to be bought by a larger firm
that has enough resources. Even
before the rule was finalized, a

TOP INDEPENDENT
BROKER-DEALERS 2016

John Taft: Fiduciary rule will require

“enormous investment” from the industry.

few firms sold their broker-deal-
ers, including American Interna-
tional Group Inc.

Tom Corra, chief operating
officer of Fidelity Clearing & Cus-
tody Solutions, said small broker-
dealers also may look to buy
others to scale their response to
the DOL rule.

Others may use acquisitions
to build skills they’ll need to oper-
ate after the rule goes into effect,
such as a familiarity with ERISA,
he said.

Some broker-dealers may
choose another route.

“They may decide to shift
many of their accounts to level fee
advisory accounts,”Mr. Reish said.

April 25,2016 | InvestmentNews 29

Mr. Anderson of SEI Advisor Net-
work said he doesn’t think advisers
will ultimately want to use the BIC
exemption because it will create a
perception issue.

Increasingly the public is going to
hear more “noise” from fee-only
advisers, digital advisers and direct-
to-consumer firms like Vanguard
Group, he said. They will push
investors to question why they
should put up with professionals who
aren’t acting in their best interest.

“The court of public opinion” may
greatly reduce or eliminate commis-
sion products, Mr. Anderson said.

Iskinner@investmentnews.com
Twitter: @skinnerliz

MEDICARE QUESTIONS?

GET THE ANSWERS YOU NEED!

MAKING THE MOST OF MEDICARE:

A GUIDE FOR BABY BOOMERS

Medicare expert Dr. Katy Votava gives you the fast and easy
information to help your clients make informed decisions on
Medicare coverage.

Dr. Katy presents clear-cut solutions and guidance on
choosing the right Medicare plan including drug coverage
and supplemental coverage and puts an end to many of the

common misconceptions about Medicare.

DOWNLOAD YOUR COPY TODAY FOR $19.95

investmentnews.com/themostofmedicare
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IRA

ALERT

Ed Slott

plitting a company retire-
ment account in a divorce
generally involves a quali-
fied domestic relations

order, where the nonpar-
ticipant spouse will end up with an
agreed upon portion of the other
spouse’s plan funds. But what hap-
pens when the nonparticipant
spouse dies first? Does the spouse’s
portion revert to the participant or
plan sponsor?
In a recent case, the court ruled
that the death of a taxpayer’s ex-

spouse prior to the start of his pen-
sion caused the portion of his pen-
sion benefit that had been awarded
to her during their divorce to revert
to him. Thus, he was able to receive
his full pension. The case name is
Anthony Cingrani Jr. v. Sheet Metal
Workers’Local No. 73 Pension Fund.

WHEN HIS WIFE DIED FIRST
Anthony Cingrani Jr. was a
sheet-metal worker, starting in 1978.
He was married to Deborah, but
they divorced on May 16, 2002. As

part of the divorce settlement, a
QDRO was issued. The 2002 order
assigned 50% of Mr. Cingrani’s
vested interests in three pension
funds to Deborah. One of the three
pension funds was the Local 73 Pen-
sion Fund, a defined-benefit pension
plan that was to begin making pay-
ments when Mr. Cingrani retired.
The QDRO, however, did not
address the possibility that Deborah
might predecease Mr. Cingrani.
Deborah passed away nine years
after the divorce on February 17,

2011. At that time, Mr. Cingrani was
still working, so Deborah had never
received any benefits from
the fund.

In 2014, Mr. Cingrani
decided to retire as of
2015, and applied for his
pension. He was surprised
to discover that, because of the
assignment of 50% of his pension to
Deborah by the 2002 QDRO, the
fund would only pay him 50% of his
pension. The fund said the 50% that
would have been awarded to Debo-

For archived
columns, go to
InvestmentNews.com/
iraalert
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On death, divorce and retirement

"N Duvision of pensions, 401(k)s, IRAs and other savings needs special handling and monitoring

rah reverted to the fund. Since the
QDRO did not provide for the possi-
bility that Deborah might
predecease Mr. Cingrani,
the fund based its deci-
sion on what it claimed
was its “default rule for
QDROs,” which it dis-
closed in a document attached to the
denial letter. It read,“Upon the alter-
nate payee’s death before benefits
commenced to him or her, the alter-
nate payee’s assigned benefit will be
forfeited and will revert to the
[plan/participant].”

Mr. Cingrani decided to fight for
his full pension. On February 15,
2015, he got an amended QDRO
from the same court that had issued
the 2002 QDRO. The 2015 QDRO
provided that if Deborah should pre-
decease him before any benefits
were paid to her, all of her assigned
benefits and rights would revert
entirely to Mr. Cingrani. The fund
refused to honor the 2015 QDRO.
Mr. Cingrani did not give up. He
appealed this denial and the fund
denied his appeal.

COURT RULES QDRO VALID

The court ruled in favor of Mr.
Cingrani and held he was entitled to
his full pension. It stated not only that
the 2002 QDRO allowed Deborah’s
50% interest in the pension to revert
to Mr. Cingrani, but that even if it did
not, the 2015 QDRO was valid to
accomplish the same purpose.

The court held that under the 2002
QDRO, Deborah’s 50% interest in the
pension reverted to Mr. Cingrani
upon her death. In reaching this con-
clusion, the court noted that when a
plan has granted the plan administra-
tor discretion to construe plan terms,
a court may only overrule the plan
administrator if their actions are“arbi-
trary and capricious.”

According to the court, this was
because it was “obvious”that where
the QDRO is silent, and there is no
default rule, and a beneficiary dies
prior to their interest vesting, there is
nothing to revert to the fund. It would
have been different if the pension had
vested and there had been an interest
owned by Deborah’s estate.

The court determined that the
QDRO was valid because posthu-
mous QDROs are allowed and it met
the formal requirements necessary
to override the plan terms.

In addition, the court said the
2015 QDRO met the formal require-
ments necessary to override the
terms of the plan. Critical to those
requirements is that the QDRO not
increase the cost of the pension.

When it comes to QDROs, advis-
ers for the nonparticipant spouse
(the wife in this case) should make
sure the plan funds awarded can
actually be received regardless of
who dies first. Or alternatively, if
that is questionable, then during the
divorce proceedings the attorney
should negotiate for the wife to
receive other marital assets of equal
value in lieu of plan benefits that
might not ever be received.

Ed Slott, a certified public
accountant, created the IRA
Leadership Program and Ed
Slott’s Elite IRA Advisor Group.
He can be reached at irahelp.com.
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INVESTMENT
STRATEGIES

James Lumberg

ometimes a movement,

whether social, political,

economic, or even invest-

ment-focused, proceeds at

a measured pace for years
before key forces converge, pro-
pelling it to dramatically new levels
of focus and attention. For example,
the climate change movement
achieved striking global prominence
in December 2015, as nearly 200
nations agreed to sweeping, long-
term steps to ratchet down global
carbon emissions.

A similar convergence is over-
taking impact investing — reinforc-
ing its key role and striking growth.
Impact investing, also known as sus-
tainable or socially responsible
investing, has been practiced for
well over a century, although not
necessarily in the investing main-
stream. But now profound forces
will inevitably motivate financial
advisers to define an impact-invest-
ing capability as essential to a state-
of-the-art advisory practice that’s
attuned to meeting client demands.

Market evidence shows over-
whelming support for the business
case for impact investing, powered
by portfolios reflecting a deeper, fun-
damental understanding of client
goals, with potentially compelling
portfolio performance.

REMARKABLE GROWTH

The market’s remarkable growth
trend is pivotal. Over the past 20
years, the U.S. impact-investing
market has grown more than
1,000%, from $639 billion in assets
in 1995 to nearly $6.6 trillion in 2014,
according to the US SIF Foundation.
And it is far from played out:
Despite being the largest regional
market by assets under manage-
ment, the U.S. accounts for just
under a third of the $21.4 trillion in
global impact assets, according to
the Global Sustainable Investment
Alliance.

Investing for societal effects has
steadily gained adherents, despite its
confusing and historically inconsis-
tent labeling and definition. Our
broad definition incorporates assess-
ing and choosing investment assets
that consider sustainability of a
company’s business practices; envi-
ronmental, social, and moral impli-
cations; and corporate governance.

Mounting evidence indicates a
generational shift toward investing
to address deeply held societal con-
cerns and interests. Research by
Motif Investing shows nearly half of
all investors (70% ages 32 and
below, and nearly 60% ages 33 to
48) believe investment decisions can
express their social, political, and
environmental concerns.

POSITIVE IMPACT

They also want to express proac-
tively a societal view via their invest-
ing: About seven in 10 indicate they
prefer investing in companies that
have a positive impact, rather than
merely boycotting harmful ones.

Indeed, investor sentiment is
driving the market’s steady expan-
sion.“Client demand” was cited as
the primary reason for investment
managers to incorporate impact fac-
tors into portfolio design, according
to the US SIF Foundation.
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% Making a case for impact mvesting

WA s more investors get on board, advisers need to make sure it is a core part of thewr practice

Advisers question how they can
efficiently integrate portfolios with
impact strategies that fit their
clients’ interests and return goals
while sustaining their clients’ long-
term commitment to the approach.

TECHNOLOGY HELPING

New practice management serv-
ices and platform technology on the
horizon offer turnkey support for an
impact-investing capability, encom-
passing manager research and
selection, strategy implementation,

and ongoing monitoring and report-
ing. Adviser tools will show clients
the social and portfolio
benefits of their impact
allocation, demonstrating
its alignment with their
passions and financial pri-
orities.

Due diligence in impact investing
is fast evolving, and advisers can
easily access comprehensive, estab-
lished knowledge and research via
new platform technology.

The convergence that’s thrusting

For archived
columns, go to
InvestmentNews.com/
investmentstrategies

impact investing to the forefront will
have staying power. The consulting
firm Accenture estimates
that $30 trillion will pass
in the next half century
from baby boomers to
younger investors —
many of whom have
“grown up”with the impact invest-
ing their older generations lacked.
For many of them, it will be second
nature. For example, a Spectrem
Group study showed 45% of
wealthy millennials want to use

“IN OUR VIEW,
ACTIVE MANAGEMENT
CAN RESULT IN
OUTPERFORMANCE
THROUGH MARKET
CYCLES’”

THAT'S THE POWER OF ACTIVE MANAGEMENT."

FOR SKILL

To find out more,
access our white paper
at MFS.com/getactive
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Investment Management

their wealth to help others and con-
sider social responsibility when
making investment decisions.
Staying engaged with these
investors throughout their lives
demands fresh approaches and
solutions. Impact investing must be
an integral part, and inevitably a
core offering, of any relevant and
successful advisory practice.

James Lumberg is a co-founder
and executive vice president at
Envestnet.

Our skilled active managers can exploit market
inefficiencies by actively selecting securities and
managing risk to create longer-term value

for investors.

MFES examines the value of skilled active management
in our white paper, “There's No Substitute for Skill
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Returns to be stuck on low awhile

Continued from Page 4
large and small, to return less than
5% annually.

Only foreign stocks, emerging
markets stocks and private equity
will clear 5% annual returns before
inflation, Mr. Turnill said.“Our inter-
national equity return estimates are
now above the long-term average,
thanks to improved valuations out-
side the U.S.”

GMO, while smaller than the $4.6
trillion BlackRock (BLK), paints a
similarly gloomy picture. Histori-
cally, U.S. stocks have gained 6.5% a
year after inflation. But you’re going
to be disappointed over the next
seven years, GMO says.

TIMIBER IS BEST

In its most recent estimate of
returns for the next seven years,
Boston-based GMO sees large-cap
U.S. stocks returning an average

Prince

Continued from Page 2

the divide between how the Internal
Revenue Service and the Prince
estate view the present value of
future royalties could be huge,
because with the death of a popular
artist comes the likelihood of bal-
looning popularity and hence a bal-
looning valuation.

“For an artist, whether it’s Picasso
or Prince, death has an impact on
their body of work. It’s undeniable,”
said Mr. Behrendt, who worked for
12 years at the IRS as an estate tax
attorney.“The IRS will factor that in
and say his death will blow the roy-
alties off the charts, but his attorneys
will say, “You can’t do that.”

JACKSON ESTATE IN COURT
The estate of the late Michael
Jackson understands this point all
too well. It’s currently locked in a
court battle with the IRS, which val-
ued Mr. Jackson’s name and image
upon death at more than $434 mil-
lion. The estate’s estimate: $2,015.
Anecdotally, Mr. Behrendt said
the IRS feels it got “burned” in the
case of Elvis Presley’s estate, be-
cause it didn’t anticipate the phe-
nomenon of a pop icon’s catalog

2.3% a year after inflation, with
large-cap international stocks gain-
ing 1.2% annually. The best stock
bet, in GMO’s estimation: Emerging
markets stocks, which it projects
will grow 4% a year after inflation.

“0UR INTERNATIONAL equity
return estimates are now
above the long-term average.”

Richard Turnill
Chief global investment strategist
BlackRock

GMO’s outlook for bonds is par-
ticularly grim, with U.S. bonds los-
ing an average 1.6% a year and
currency-hedged international
bonds losing 3.4%. It expects
emerging markets debt to eke out a
1.7% average annual return.

The best investment for the next

becoming increasingly popular
after death. Mr. Presley generated
$55 million in 2015 alone, second
only to Mr. Jackson’s $115 million,
according to Forbes’list of top-earn-
ing dead celebrities.“Now their eyes
are open and they’ll be putting their
best people on these unique cases,”
Mr. Behrendt said.

UNRELEASED TROVE

And, as a New York Times article
indicates, a“trove of Prince’s record-
ings remains unreleased,”so any
potential value derived from that
remains a mystery.

Details on Prince’s will and who
will be executing his estate haven’t
yet emerged, but if he didn’t have a
will designating an executor (which
is unlikely, given his reputation as
being a good businessman, Mr. Dou-
glas said) it is likely it would pass to
his sister, Tyka Nelson. (Prince
divorced twice and didn’t have any
surviving children.)

The estate has 15 months to file a
federal estate tax return (nine plus a
six-month extension). The estimated
federal estate tax is due on the nine-
month date, though. (Because Prince
was unmarried at death, he can’t
take advantage of the unlimited mar-
ital deduction, which would pass the
estate to a spouse tax-free.)

Rule to spur RIA acquisitions

Continued from Page 4

Fidelity counted 138 deals among
wealth management firms last year,
representing almost $145 billion in
assets, according to a research
report it released this month. The
report, which looked at merg-
ers involving RIAs and
assets of $100 million to
$20 billion, found that
California, Pennsylva-
nia, New York, Illinois
and Maryland were the
states that saw the most
deals, capturing about
45% of the activity.

So-called“strategic acquirers,’
such as private-equity firms or
wealth management firms with pri-
vate-equity or venture-capital back-
ing that have been building large
networks of RIAs, were the largest

49 %

Portion of 2015 RIA
deals involving
strategic acquirers

group of buyers last year, according
to Fidelity. They were buyers in
about 49% of the deals, followed by
RIAs at about 36%.
Private-equity firms and the fidu-
ciary rule also have played roles in
M&A activity among broker-
dealers.

AIG, METLIFE
In January, American
International Group Inc.
CEO Peter Hancock cited
the regulation as part of
the insurer’s decision to sell
its brokerage unit to private-
equity firm Lightyear Capital and
Canadian pension manager PSP
Investments. A second major insur-
ance company, MetLife Inc., said in
February that it was exiting the bro-
kerage business by selling its U.S.

seven years, according to GMO: tim-
ber, which it thinks will grow at a
4.8% pace.

GLOOMSAYERS’ PREDICTIONS

Most of the gloomsayers’ predic-
tions for stocks are based on earnings
projections and price-to-earnings
multiples. And as first-quarter earn-
ings roll in, the picture isn’t terribly
pretty. Aggregate earnings for the
Standard and Poor’s 500 Index are
estimated at $26.18, an 18% decline
from a year earlier, and the third
quarterly decline in a row, S&P says.
Even excluding the desultory energy
sector, earnings are projected to fall
3.4%, S&P says. And the S&P 500’s
price-to-earnings ratio is 17.8, using
forward earnings estimates — above
its 15-year average.

jwaggoner@investmentnews.com
Twitter: @johnwaggoner

The federal government assesses
a 40% estate tax on estate values
over $5.45 million. Minnesota,
Prince’s state of residence, is one of
about 20 states with a state estate
tax as well. Its top rate is 16%, likely
making the estate tax a whopping
56% including the federal rate.

Muddying the valuation chal-
lenge even more, however, are state
rules governing an“inheritable right
of publicity,”which protects individ-
uals’identities from being used with-
out permission. While California, for
example, is a state that offers protec-
tions for the living and deceased in
this respect, Minnesota doesn’t
appear to offer a postmortem right.

“That would lessen the [estate]
value, because you don’t have
enforceable rights of publicity,” Mr.
Douglas said.

Ultimately, if the IRS determines
the tax amount paid by the estate
was undervalued after receiving the
tax return, the IRS would propose a
valuation increase, which parties
could then attempt to negotiate, Mr.
Behrendt said. If they can’t agree,
the issue goes the way of the
Michael Jackson estate — that is, to
Tax Court.

giacurci@investmentnews.com
Twitter: @gregiacurci

adviser unit to Massachusetts Mutual
Life Insurance Co.

And just this month, two days
before the final rule was released,
insurance broker and consultant NFP
Corp. said it was selling a majority
stake in its independent broker-
dealer, NFP Advisor Services, to pri-
vate-equity firm Stone Point Capital.

While MetLife had been looking
to slim down as it fought its too-big-
to-fail label from the government,
CEO Steve Kandarian noted during
an earnings call last year that the
proposed fiduciary rule was prob-
lematic for annuities. For Mass-
Mutual, the purchase meant
DOL-related regulatory costs could
be spread over a much larger pool
of advisers, Michael Fanning, execu-
tive vice president of MassMutual’s
U.S. Insurance Group, said in a Feb-
ruary phone interview.

cidzelis@investmentnews.com
Twitter: @cidzelis

UPCOMING
WEBCASTS

THE NEW RULES FOR
RETIREMENT PLAN ADVICE

THURSDAY, APRIL 28,2016 | 4:00 PM. — 5:00 PM. ET
A joint webcast produced and hosted by

Pensions&Investments | InvestmentNews

With legislative and regulatory changes looming large,
considerable changes are about to impact the world of
retirement plan advisers. In this live, interactive webcast, we
will specifically identify the most important areas of emphasis
for plan advisers in 2016, including:

An update and overview of expected implications
from the Labor Department’s fiduciary ruling

Insights into how and why plan advisers should be
re-evaluating investment plan line-ups
Understanding fees of underlying investment vehicles
and what will be passed along to plan participants
and plan sponsors

Attendees may submit questions before and during the live
event.

REGISTER NOW: INVESTMENTNEWS.COM/RETIREMENT_ADVICE
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Global Investors

ADVISERS, SHOULD YOU STAY OR SHOULD YOU G0?
WHAT TO DO WHEN YOUR BUSINESS REACHES A PLATEAU

TUESDAY, MAY 10,2016 | 4:00 PM. - 5:00 PM.ET

Sometime in their careers, advisers may feel stalled. Revenue
and earnings may be growing slowly or not at all, the daily
grind prevents getting out and meeting people — the reason
most advisers chose the business in the first place — and

little or nothing in the current work environment seems to be
changing for the better.

At those times, advisers may think about switching firms. In
this exclusive webcast, a team of experts will review the wide
range of options now available to advisers considering a move.

Attendees may submit questions before and during the live
event.

REGISTER NOW: INVESTMENTNEWS.COM/BUSINESSPLATEAU
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32K hires 11 from Realty Capital

By Bruce Kelly

S2K Financial, a new broker-
dealer that plans to wholesale non-
traded real estate investment trusts
to independent broker-dealers and
their advisers, has hired 11 former
Realty Capital Securities whole-
salers and employees to round out
its staff of 30.

It is the second large group of
wholesalers to migrate to another
firm from the defunct Realty Capital
Securities, a unit of RCS Capital
Corp. that closed in December after
it was charged by Massachusetts
securities regulators with fraudu-
lently rounding up proxy votes to
support real estate deals sponsored
by AR Capital. Both RCS Capital, or
RCAP, and AR Capital were among
the firms co-founded by Nicholas
Schorsch, a one-time prominent fig-
ure in the nontraded REIT industry.

Another large group of close to
30 RCS employees has moved to
renowned bond shop Cantor
Fitzgerald & Co., just one of the Wall
Street firms currently looking to
muscle its way into the nontraded
REIT business.

Most notable among the former
RCS wholesalers joining S2K is
Alex MacGillivray, former senior
vice president and sales manager
for the eastern division at RCS.

SEC, FINRA REGISTRATIONS

S2K had its registrations with the
Securities and Exchange Commis-
sion and Financial Industry Regula-
tory Authority Inc. approved at the
end of last month, according to its
profile on BrokerCheck.

“We would like to be different,”
S2K CEO Steven Kantor said in an
interview last Tuesday.“There’s not a
need to do what everyone in the
industry has done in the past.”

Investors participating in non-

._,.'-- —

traded REIT deals in the past risked
not making money on that invest-
ment, Mr. Kantor said.“The investor
making money is our goal. We need
to focus on investors first.”

WALL STREET PEDIGREE

S2K is not currently selling any
specific nontraded REITs, although
the firm is in talks with real estate
managers. Mr. Kantor declined to
give details about potential prod-
ucts.

Mr. Kantor has an unmistakable
Wall Street pedigree. Most recently,
he was with Cantor Fitzgerald, the
same firm with which S2K will be
competing to carve out a space in
the nontraded REIT industry. Before
that, he was a managing director at
Credit Suisse Securities, where his
positions included co-head of il-
liquid alternatives and head of com-
mercial real estate, according to
Bloomberg News.

The nontraded REIT market-
place is changing. Sales slumped by

Startup broker-dealer staffs up amid plans to wholesale nontraded REITs

a third last year, hurting commission
revenue at independent broker-deal-
ers badly. Industry executives rou-
tinely point to two significant factors
as damaging to REIT sales: new
Finra pricing regulations that
require broker-dealers to disclose
fees paid to brokers who sell the
high-commission product and the
Labor Department’s new fiduciary
rule for retirement accounts.

Mr. Kantor said he was not
deterred by the new regulatory hur-
dles.“It’s a perfect time for change,”
he said.

“Steve Kantor is an experienced
guy and is trying to figure out a way to
eliminate or drastically reduce front-
end load” on nontraded REITSs, said
Kevin Gannon, managing director at
Robert A. Stanger & Co. Inc., an
investment bank that tracks the non-
traded REIT industry. “He’s innova-
tive, but he has to get product first.”

bkelly@investmentnews.com
Twitter: @bdnewsguy

Committee votes to kill DOL rule

Continued from Page 2

House with nearly unanimous sup-
port from the Republican majority.
It is likely to get through the Sen-
ate too, which also has a GOP
majority, because it cannot be fili-
bustered by Democrats.

VETO EXPECTED

But Mr. Obama, who says the
DOL rule will protect middle-class
savers from conflicted advice that
erodes their nest eggs, will almost
certainly veto the resolution. Con-
gressional Republicans don’t seem
to have enough Democratic sup-
port in Congress to override a veto.

The vote in the House commit-
tee demonstrated that congres-
sional Democrats are not inclined
to buck a Democratic president
who has made the DOL rule a pri-
ority.

Rep. Bobby Scott, D-Va., rank-
ing member of the House Educa-
tion and the Workforce Committee,
accused Republicans of rushing the
resolution through the legislative
process. Mr. Scott noted that the
resolution was getting a committee
vote only 13 days after the final

DOL rule had been published on
April 6. He said that beats the pre-
vious record for congressional con-
sideration of a regulatory disap-
proval measure, which was 25
days.

“This hastily conceived, parti-
san resolution should not be where
the committee is allocating its time
and resources,” Mr. Scott said.

“THERE ARE STILL
fundamental flaws

in what [DOL is] trying
to accomplish.”

Jill Hoffman

VP, government relations

for investment management
Financial Services Roundtable

Republicans did not waste any
time in trying to stop what they call
a complex, costly regulation that
would make investment advice too
expensive for investors with mod-
est assets.

“The final rule does include
some modest changes that will no

doubt appease a few detractors, but
make no mistake, the rule is still
fundamentally flawed and harmful
to those saving for their retire-
ment,” said Rep. John Kline, R-
Minn., and chairman of the House
Education and the Workforce Com-
mittee.

He added: “The department’s
final rule will still encourage frivo-
lous lawsuits and drive up the costs
for those who can least afford it.”

His arguments align with those
of the brokerage industry.

“We are open to anything that is
going to improve this rule,”said Jill
Hoffman, vice president of govern-
ment relations for investment man-
agement at the Financial Services
Roundtable, who attended the
committee vote Thursday. “There
are still fundamental flaws in what
[DOL is] trying to accomplish.”

But most industry trade groups
are holding their fire as they and
their members review the final
DOL rule, which runs more than
1,000 pages.

“Every firm is trying to figure
out how to make it work,” Ms. Hoff-
man said.

mschoeff@investmentnews.com
Twitter: @markschoeff
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Getting off the benchmark bandwagon

Actvvely managed funds can beat the index of they refrain from tracking it

he decade-long run of
money moving out of 7 ;
actively managed mutual 5 .

funds in favor of passive
indexes and exchange-
traded products speaks vol-
umes about investors’
appetites for active manage-
ment these days.

Clearly, the bull market
has not been kind to active
strategies in general. But
that’s no reason for finan-

on the bandwagon of an all-
passive approach, as many have.

BENCHMARK HUGGERS

While a lot of active funds are not
beating their benchmarks in some of
these beta-friendly cycles, a lot of
them are. The key for advisers is
weeding through the expansive uni-
verse, which starts with looking for
active managers who are not simply
hugging a benchmark in an overly
cautious effort not to be beat by it.

The topic has become almost an
obsession for University of Notre
Dame professor of finance Martijn
Cremers, who has written multiple
research papers and helped launch
a website, activeshare.info, that’s
aimed at uncovering truly active
managers.

Benjamin
cial advisers to blindly jump OOROVENENS ferent from that bench-

While Mr. Cremers
admits that finding a man-
ager who’s not afraid to
stray from the benchmark
doesn’t guarantee success,
he points out that hugging a
benchmark virtually guar-
antees failure.

“The more holdings a
fund has that are different
from the benchmark, the
more potential the fund has
for performance that is dif-

mark,”he said.

That part is almost common
sense, but there are nuances that
make identifying truly active man-
agers worth the effort.

In his research, Mr. Cremers
describes funds that have at least
40% of their portfolio overlapping
the benchmark as low on the active-
management side.

DRAG ON PERFORMANCE

He grades benchmark hugging
not just by whether a fund owns the
same stock as the index, but whether
it owns it in the same proportion. For
instance, if both the fund and the
index have a 5% weighting in Apple
Inc., that’s an overlap.

The more the portfolio overlaps
the index, the more the higher fees

of active management come into
play as a drag on performance.

For example, if an active fund
charged 1% in total expenses and
had a 50% overlap with its index,
only half of the portfolio would be
working to overcome the fund’s
expense hurdle.

“If you have the same holdings as
the index, it doesn’t matter what
those holdings do because they will
not affect the relative performance
of the fund,”Mr. Cremers said.

Through the simple equation of
dividing the fund’s expense ratio (1%)

THERE ARE
nuances that
make identifying
truly active

managers worth
the effort.

by the index overlap (0.5) you get the
actual hurdle rate of 2% that the fund
needs in order to beat the benchmark.

Mr. Cremers isn’t suggesting that
his formula will help identify the
best active managers. But it will help

identify the most active of the active
managers, who have a much better
chance of beating a benchmark.

GENERAL RULE

As a general rule, he said advis-
ers should look for funds that are at
least 80% active, meaning they have
no more than 20% of the portfolio
tracking the index. With smaller-cap
strategies, the active share target
should be closer to 95%, he said.

While funds with higher active
scores tend to be about 30 basis
points more expensive than lower-
scoring active funds, Mr. Cremers
said that difference is negligible
because more of the portfolio has
the potential to generate alpha.

Steve Graziano, president of
Touchstone Investments, which has
$16 billion under management in 34
actively managed funds, applauds
any effort to uncover benchmark
huggers that are charging active-

management fees.

“We manage active funds
because you have to be different
from the benchmark in order to sur-
vive,” he said. “ETFs have forced
active managers to be truly active.
We’re right at the intersection of
where closet indexers will go the
way of the buggy whip, and true
indexers will be married with ETFs.”

One other element that favors
managers who aren’t afraid to step
out of the shadow of a benchmark is
low portfolio turnover, which Mr.
Cremers defines as patience. He
prefers portfolio managers who hold
positions for three years or more.

That same level of patience will
come in handy for financial advisers
and their clients, because a truly
active fund should not be expected to
move in tandem with its benchmark.

jbenjamin@investmentnews.com
Twitter: @jeff _benjamin

CFP Board disciplines planners
over outside husiness activities

By Mark Schoeff Jr.

Financial planners who
want to stay in good standing
with the Certified Financial
Planner Board of Standards
Inc. had better be careful about
conducting professional activi-
ties outside of their advisory
practices. In its latest list of dis-
ciplinary actions, the CFP
Board cited outside business
activities as one of the reasons
for taking action in three of the
10 cases.

Punishments in the 10
cases included one revocation
and one administrative revoca-
tion of the CFP mark, two sus-
pensions and six letters of
admonition.

Aaron R. Parthemer of Ft.
Lauderdale, Fla., lost his CFP
mark for participating in out-
side business activities and
failing to notify his firm. He
also loaned nearly $400,000 to three
clients and conducted eight private
securities transactions with clients
without disclosing them to his firm,
according to the CFP Board.

FALSIFIED FILINGS

Mr. Parthemer, who was once a
financial adviser for professional
athletes, also allegedly ran a Miami
nightclub. He falsified filings with
the Financial Industry Regulatory
Authority Inc., the broker-dealer
self-regulator, which barred him
from the securities industry. The

CFP Board took away his designa-
tion as of Jan. 4.

An email response from an attor-
ney who had represented Mr.
Parthemer did not include comment
on his client.

D. Robin Walker of Verona, Miss.,
had his CFP mark suspended for a
year after he established a regis-
tered investment advisory practice
separate from the advisory firm
where he worked in order to use a
proprietary trading model for
exchange-traded funds, according to
the CFP Board.

Mr. Walker did not dis-
close the RIA to his firm, and
the CFP Board found that he
violated his fiduciary duty to
his clients when he failed to
tell them about the RIA’s
ownership arrangements. He
was fined $60,000 by the
Securities and Exchange
Commission and $20,000 by
Finra, which also suspended
him for 20 months.

Mr. Walker could not be
reached for comment.

‘INTEGRITY AND FITNESS’

Deborah S. Giffin of
McMurray, Pa., received a let-
ter of admonition from the
CFP Board for selling insur-
ance and collecting commis-
sions without obtaining
permission or disclosing the
activity to her firm.

Ms. Giffin was not imme-
diately available for comment.

Bankruptcies tripped up several
CFP holders.

Alan L. Mitchell of Decatur, Ga.,
lost his CFP mark after he failed to
respond to a CFP Board complaint
regarding bankruptcies in 1996 and
2013.The CFP Board said the filings
“reflected adversely on Mr.
Mitchell’s integrity and fitness as a
CFP professional, upon the CFP
marks and upon the financial plan-
ning profession.”

Mr. Mitchell declined to comment.

James P. O’Mara of York, Pa., had
his use of the CFP mark suspended

for 90 days for failing to mention a
bankruptcy on his Finra registration
and for not disclosing it to his firm.
The CFP Board also said that Mr.
O’Mara falsely held himself out as a
certified public accountant.

Mr. O’'Mara declined to comment.

Harold S. Kern of San Jose,
Calif., was admonished by the CFP
Board for filing bankruptcies in 1995
and 2015.

Mr. Kern could not be reached
for comment.

Another CFP was disciplined for

inappropriate investment advice.
Gary L. Barker was admonished for
recommending a real estate private
placement fund to an elderly client.

Mr. Barker did not respond to a
request for comment.

Other CFPs were disciplined for
providing planning services without
disclosing them to their firm, taking
a loan from a client and committing
alcohol-related misdemeanors.

mschoeff@investmentnews.com
Twitter: @markschoeff
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MoneyGuidePro updates software in line with DOL

New version focuses on
client goals and info
related to retirement

By Alessandra Malito

MoneyGuidePro, PIEtech’s finan-
cial planning program for advisers,
has released the fourth generation of
its software, the company’s attempt
for its users to be right in line with the
Labor Department’s fiduciary rule,
which requires all advisers act in their
clients’ best interest on retirement
accounts.

Updates for the latest version
include features on client goals, life
expectancy, household risk toler-
ance, health care and social secu-
rity. Advisers are also prompted to
discuss what their clients —
addressed either as a single client or
broken down into separate spouses
— are concerned about, which can
open up opportunities to learn
aspects of clients’lives advisers may
otherwise not have known to ask,
said Kevin Knull, president of
PIEtech, during a visit at the com-
pany’s office in Powhatan, Va.

NEW NEEDS OF ADVISERS
Retirement has been a main

focus for the government and

industry, especially this past year, as

the DOL geared up to release its
final fiduciary rule. Technology ven-
dors across the industry have been
updating or developing programs to
meet the new needs of advisers,
whether that be managing small
accounts or building a solid setup of
software to address compliance,
archiving and organization. Now
under the new rule, advisers must
ensure they can support their invest-
ment recommendations in retire-
ment accounts.

“THE DOL may have
unintentionally made
financial planning critical.”

Kevin Knull
President
PIEtech

CLIENT-CENTRIC MODEL

“The DOL may have uninten-
tionally made financial planning
critical, as advisers now must
defend that their recommenda-
tions were in the client’s best inter-
est,” Mr. Knull said.

Mr. Knull said the new program
shifts gears to a client-centric
model, from being adviser-centric
in previous versions, to assist pro-
fessionals in delivering a better
financial plan.

A MoneyGuidePro study found

6% of advisers’ financial plans
include specific costs of health
care, and 12% of plans incorpo-
rated Social Security analysis.
Health care costs are automati-
cally put into the financial plan
with details based on client infor-
mation, and cannot be decreased.
Strategies for claiming Social

Security are another feature of
the new update. Mr. Knull said
these are often a major gap in
financial plans.

‘WHAT IF' SCENARIOS

There is also an updated client
portal, which includes an area for
clients to move around “what if”

scenarios in their goals and tweak
their plans to see how changes in
one section would impact another
category of their finances. Clients
can save and send the changes to
advisers for review.

amalito@investmentnews.com
Twitter: @malito_ali
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Opt for night kind of rebalancing

Knowing when and how to realign a portfolio will help clients the most

By Jeff Benjamin

The simple and straightforward
ritual of annually rebalancing client
portfolios is actually hurting perform-
ance, according to Michael Kitces,
partner and director of research at
Pinnacle Advisory Group.

Speaking last Monday in
Orlando at the IMCA annual confer-
ence, Mr. Kitces laid out the case for
rebalancing based instead on the
volatility of the assets making up a
portfolio, which could leave portfo-
lios untouched for multiple years at
atime.

IRRATIONAL MIARKETS

Citing numerous studies on how
rebalancing brings a portfolio back
into it original position and helps
manage risk, Mr. Kitces underscored
the obvious impact of selling win-
ning assets and buying more losing
assets.

“Rebalancing your portfolio is
one of the few free lunches out
there,” he said.“But we know that
markets can remain irrational
longer than a lot of people can
remain solvent.”

In one example, he compared the
performance of a hypothetical port-
folio split evenly between stocks and
bonds that was rebalanced annually
with the same 50/50 portfolio that
was left alone over the period.

The portfolio that was left alone
outperformed the rebalanced portfo-
lio by 20%.

“It’s the power of compounding;

stocks out-compound bonds,” Mr.
Kitces said.“A lot of rebalancing does-
n’t enhance returns, and in some sce-
narios it increases risk. In the long
run there isn’t much question,
because systematically rebalancing
can chop about 20% off the returns
over the same 30 years.”

However, the portfolio
that never got rebal-
anced resulted in a
weighting of 80%
stocks and 20% bonds,
representing a glaring
problem associated
with just leaving a port-
folio alone for three
decades.

“I do not want to be standing in
front of a judge trying to explain
why my retired client is 80% allo-
cated to stocks,”Mr. Kitces said.

IMPACT ON PERFORMANCE

His research showed that rebal-
ancing hurts performance in both
bull and bear market periods. And,
while annual rebalancing underper-
forms zero rebalancing, more fre-
quent quarterly and monthly
rebalancing performs even worse.

“By rebalancing too frequently
we clobber ourselves with transac-
tion costs,”he said.“Rebalancing
dials down volatility, but it also dials
down returns, and we all know that
people don’t eat risk-adjusted
returns.”

During both the 2000-2002 bear
market and the 2003-2005 bull mar-
ket, the buy-and-hold strategy out-

20%

Percentage of a
portfolio that can be
lost over 30 years
because of
rebalancing

performed all forms of rebalancing.

The alternative to calendar-based
rebalancing is rebalancing when
any asset class reaches a pre-deter-
mined level of gain or loss, known
as tolerance band rebalancing.

While this band can be set at
virtually any level, Mr. Kitces
said a 20% band is opti-
mal. Key to using a band

to trigger rebalancing is
near-constant portfolio
monitoring, he said.

“Daily monitoring is

best, but that could be

dialed back to every
other week without losing
much,” Mr. Kitces explained.
“With tolerance band rebalancing
you're trying to figure out the maxi-
mum stretch point. You're not trying
to figure out the frequency of when
asset classes bounce back. This is
not about caring how long it takes,
just how long you can stretch it
before it bounces back.”

For portfolios that have money
coming in, he said the money should
be invested in the asset class that is
down the most.

And for retirees who are taking
money out of a portfolio, Mr. Kitces
said you should sell the asset class
that is up the most.

“Rebalancing doesn’t help
retirees,”he said.“Just sell what is up
the most and you’re accomplishing
the same thing.”

jbenjamin: @investmentnews.com
Twitter: @jeff_benjamin
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What | love most about being an independent advisor
Is the direct impact | can have on my clients’ lives.
It’s important to me to have my business be about

relationships, not just transactions. I've learned that

Schwab takes this same client-centered approach.
They know how to listen and respond to our needs so
everyone’s goals are aligned. They’re always asking,
“How can we help you?” “What more can we do?”
And they do a fabulous job of sharing best practices
with us, from research to business development.

It makes for a wonderful two-way relationship;

| know Schwab is as committed to my success

N
s

as | am to my clients’ | am Jane Newton and this

Is my Independence Day.

Learn more at advisorservices.schwab.com
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