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A Transamerica variable annuity combined with the Retirement Income 
Max® optional living benefit offers your clients the confidence, security, 
and stability of knowing they have future income they can count on.

CONFIDENCE
Invest now and receive straightforward 7.2% minimum annual compounding growth to the withdrawal base for up to 
10 living benefit years if no withdrawals are taken. That’s an opportunity to double an annuity’s withdrawal base.  

SECURITY
Clients can take early withdrawals if they wish, and rest assured their consistent, guaranteed income will never run out or 
be reduced even if the policy value reaches zero as long as no excess withdrawals are taken.* Withdrawals of taxable amounts 
are subject to ordinary income tax and may be subject to a 10% additional federal tax if withdrawn before age 59½.  

STABILITY
In an up market, there is opportunity to receive an automatic step-up with our MonthiversarySM feature. Automatically lock 
in the highest monthly value, on the monthly anniversary, if it exceeds 7.2% annual compounding growth. And in down 
markets, it provides the opportunity to receive 7.2% annual growth. That means the withdrawal base has the opportunity to 
grow whether investments perform well or underperform. The withdrawal base does not establish or guarantee policy value, 
surrender value, minimum death benefit, or return for an investment option.

Stable income your client can never outlive from a withdrawal base that has the opportunity to double.

*Should the variable annuity’s policy value fall to zero, your client will receive payments up to the amount allowed under the living 
benefi t for life. If an excess withdrawal causes the policy value to reach zero, the living benefi t and policy will terminate.

Talking about health today can better protect wealth tomorrow.

Contact: 855-451-3874

Visit: transamerica.com/retirement-income-max

Withdrawals may be subject to surrender charges. 
Your client must wait until the living benefi t year after they turn age 59 (age 62 for joint life option in New York) to begin withdrawals permitted under 
the living benefi t. If the living benefi t is purchased prior to age 59, however, the living benefi t fee will still apply.
All guarantees, including optional benefi ts, are based on the claims-paying ability of the issuing insurance company.
The withdrawal and growth percentages and living benefi t fees may change and the amounts listed herein may not be the most current rates. The 
most current percentages and living benefi t fees are disclosed in the applicable Rate Sheet Prospectus Supplement, which may be amended by us from 
time to time. Please contact our administrative o�  ce to determine whether the rates above have been amended. 
Your client should not purchase this living benefi t without fi rst obtaining the applicable Rate Sheet Prospectus Supplement.
The living benefi t MonthiversarySM component of an automatic step-up is not applied in living benefi t years when an excess withdrawal has been taken.
The withdrawal base (WB) is equal to the policy value when the living benefi t is added, plus any additional premiums, and less any adjustments for 
excess withdrawals after the living benefi t is added. The WB is used to determine the living benefi t withdrawal amount and the amount of the living 
benefi t charge. Retirement Income Max initial fee is 1.35% for single life and 1.45% for joint life.  In New York the joint life fee is 1.35%. The maximum 
living benefi t fee percentage allowed is 0.75% higher than the initial percentage.
Transamerica variable annuities’ range of fees and charges include 0.20% - 1.90% M&E&A, 0% - 9% surrender charges, $50 annual service charge, and 
investment option expenses (including 12b-1 fees, if any). A fund facilitation fee of up to 0.60% annually may apply for certain investment options.
Variable annuities are sold by prospectus.  Before investing, your client should consider a variable annuity’s investment objectives, risks, charges, 
and expenses carefully. 
Go to transamerica.com for prospectuses containing this and other information.  It is encouraged to read it carefully.
A variable annuity is a long-term investment product designed for retirement purposes. The variable annuity policy value, death benefi t, and other values 
will fl uctuate based on the performance of the investment options and may be worth more or less than the total of all premiums paid when surrendered.
Living benefi ts are referred to as riders in the contract.
Annuities issued in all states except New York by Transamerica Life Insurance Company, Cedar Rapids, Iowa and in New 
York by Transamerica Financial Life Insurance Company, Harrison, N.Y. Annuities are underwritten and distributed by 
Transamerica Capital, Inc. 1801 California St. Suite 5200, Denver, CO 80202.  Member FINRA.
All policies, living benefi ts, and forms may vary by state, and may not be available in all states. ICC12 RGMB410513(IS), 
ICC12 RGMB410513(IJ),  
RGMB 41 0111 (IS) (FL), RGMB 410111 (IJ) (FL), RGMB 41 0514R (IS)(NY), RGMB 41 0514R (IJ)(NY)
109706  ©2018 Transamerica. All rights reserved.
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SLIDESHOW

BY GREG IACURCI

OHIO NATIONAL FINANCIAL Services Inc. 
ceased payment of advisers’ variable annuity 
trail commissions last Thursday, and advisers 
are left wondering how they’re going to deal 
with the fallout. 

The insurer stunned the brokerage and in-
surance industries in late September when it 
announced the policy, which applies to variable 
annuities with a certain income feature called a 
guaranteed minimum income benefit rider. Thou-
sands of affected advisers are still trying to make 
sense of what the policy — which appears to be 
the first of its kind among annuity providers — 
will mean for them and their clients. 

“There are just a lot of question marks,” said 
Timothy Holsworth, president of AHP Financial 
Services Inc.

For some advisers, the loss of annual trail 
compensation is substantial. Mr. Holsworth, 
whose clients have roughly $5 million in the af-
fected Ohio National variable annuities, stands 
to lose $50,000 in annual revenue. 

Lance Browning, an adviser with LPL Finan-
cial, filed class-action litigation against Ohio Na-
tional; he stands to lose $89,000, according to the 
lawsuit. One of his lawyers, Dennis Concilla of 
Carlile Patchen & Murphy, said he’s spoken with 
other advisers with much more money at stake 
— some in excess of $400,000.

‘BITTER PILL’
“That’s a pretty bitter pill to swallow,” Mr. Concilla 
said. “It’s life-changing, really.”

David Berman, co-founder and CEO of Ber-
man McAleer, said the firm has had to adjust its 

CONTINUED ON PAGE 28
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VA trails stop, questions abound

Wirehouse 
aims to find  
prospects 
with Alexa 

BY RYAN W. NEAL

MORGAN STANLEY wants to 
modernize how prospects find its 
advisers — and that means getting 
in good with Siri, Alexa and Google.   

Last Tuesday, the wirehouse an-
nounced a partnership with Yext, 
a publicly traded technology com-
pany, to offer online brand man-
agement to help its advisers mod-
ernize their websites and enhance 
their digital presence. 

Today the deal means using Yext’s 
technology to ensure the websites of 
Morgan Stanley financial advisers, 
teams and branches end up near the 
top of text-based search engine re-
sults. But Morgan Stanley envisions 
a quickly approaching future where 
investors can ask a device, “Find me 
a financial adviser in San Francisco 
with a CFP designation, and who can 
speak Mandarin.” 

By moving back-end manage-
ment of adviser websites to the 
Yext platform, Morgan Stanley 
wants to be the brand recommend-
ed in voice searches. 

“The problem with Siri and Al-
exa is you’re only going to get one 
answer back, an educated guess. It 
can’t serve up a page of links,” said 
Erik Jepson, head of digital mar-
keting at Morgan Stanley Wealth 
Management. 

DATA MANAGEMENT
A big reason Morgan Stanley chose 
Yext is its data management sys-
tem, which Yext calls the Knowl-
edge Engine. 

“It’s really about the underly-
ing data structure that supports 
the websites. They’re curating that 
data, marking up that data so it’s 
optimally available to search en-
gines,” Mr. Jepson said.

Like the firm’s push toward 

Morgan Stanley 
partners with Yext to 
modernize websites 

FINTECH

BY MARK SCHOEFF JR.

SECURITIES AND Exchange 
Commission chairman Jay Clay-
ton told lawmakers last Tuesday 
that investment advisers can 
dodge a requirement to put their 
clients’ interests ahead of their 
own if they include exceptions in 
their client agreements.

In an appearance before the 
Senate Banking Committee, Mr. 
Clayton said the “baseline stan-
dard” for advisers is to act in the 
best interests of clients. But not 
all of them adhere to that duty.

“Advisers are allowed to con-
tract around this standard; it’s 
not well-known,” Mr. Clayton 
said. “This is something that we 
want people to understand.”

Under questioning from Sen. 
Elizabeth Warren, D-Mass., Mr. 
Clayton said the goal of the 
agency’s advice-reform pro-
posal is to hold brokers to the 
same fundamental requirement 

as advisers — that they must 
act in the best interests of their 
clients — while keeping adviser 
and broker regulation separate. 
“It’s the same, but it’s a different 
type of relationship,” Mr. Clayton 
said. He describes advisers as 
working with clients on an on-
going basis and brokers work-
ing on a transactional basis.

Ms. Warren pressed Mr. Clay-
ton to clear up the semantics in 
the SEC proposal, saying the 
agency’s own investor testing 
showed that customers don’t 
understand the differences be-
tween brokers and advisers.

“If it’s the same, just use the 
same words,” she said.

“We may do that,” he said.
Later, Mr. Clayton told Sen. 

Catherine Cortez Masto, D-Nev.: 
“The bedrock principle is that I 
can’t put my interests ahead of 
my clients’ interests.”

In another exchange, he said 
broker sales incentives designed 

to increase assets under manage-
ment don’t violate a client’s best 
interests, but that programs to in-
crease sales of specific products 
can be harmful.

“What [investors] don’t want 
are hidden incentives,” Mr. Clay-
ton said.

SUITABILITY STANDARD
Echoing the doubts of most in-
vestor advocates, Ms. Warren 
asserted that the SEC’s propos-
al fails to raise broker advice 
requirements above the current 
suitability rule that governs 
them because the measure does 
not put them under the same fi-
duciary standard that advisers 
must meet. 

“We need a clear, uniform 
fiduciary standard for advisers 
and brokers,” Ms. Warren said. 
“It’s the only way to make sure 
that people who are trying to 
save for their kids’ college ed-

REGULATORYACTION

“WITH SIRI AND  
ALEXA ... YOU’RE ONLY 
GOING TO GET ONE 
ANSWER BACK.”
ERIK JEPSON, HEAD OF 
DIGITAL MARKETING, 
MORGAN STANLEY WEALTH 
MANAGEMENT

Ohio National has ceased commissions on some annuities

CONTINUED ON PAGE 28

Clayton:  
Advisers  
can dodge 
fiduciary

CONTINUED ON PAGE 26

WE’LL BE BACK
InvestmentNews won’t publish a 
print edition Dec. 24 or 31. Print 
publication will resume Jan. 7.

Cover: Asaf Hanuka
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BY BRUCE KELLY

WELLS FARGO ADVISORS told 
the 9,000 or so advisers in its pri-
vate client group last Thursday 
that the overwhelming 
majority of them will 
not see changes in their 
pay plan next year. 

Wells Fargo reps 
who produce more than 
$250,000 will continue 
to be paid the same rate 
they have received since 
2011, according to exec-
utives at the firm. 

However, less prof-
itable brokers, those 
who generate less than 
$250,000 in annual fees 
and commissions and 
have been at the firm 
seven or more years, 
will feel some fresh 
pain. 

Wells Fargo Ad-
visors has a two-ti-
er system for paying 
its financial advisers. 
The majority will con-
tinue to see compensation plan 
grid rates that pay 22% of a base 
amount, known as a monthly hur-
dle, that advisers produce in fees 
and commissions each month. 
That base amount, or hurdle, 

ranges from $11,500 to $13,250 
and has not changed since 2014.  

In the second step of the 
system, advisers generating 
$250,000 or more will keep 50% 

of production above those base 
amount hurdles. 

For advisers who generate less 
than $250,000 in fees and commis-
sions, those payout rates will fall 
to two tiers of 19% on the base 

amount and 47% after that. 
The number of advisers facing 

a pay cut in 2019 is "well below" 
5% of those with the firm, John Al-
exander, head of Advisor-led Busi-

ness-West, said in an 
interview last Thursday. 

"We’ve had this plan 
in place since 2004, 
and it’s been largely 
unchanged," Mr. Al-
exander said. "We are 
obviously committed 
to it. The fact that we 
are making minimal 
changes in 2019 is evi-
dence of that." 

LOSING BROKERS
Wells Fargo Advisors 
has lost more than 
1,000 advisers since 
September 2016, when 
the brokerage net-
work's parent com-
pany, the giant bank 
Wells Fargo & Co., 
revealed that bank 
employees had secret-
ly created millions of 

unauthorized accounts in cus-
tomers’ names without their con-
sent. While many advisers have 
retired, hundreds have left Wells 
Fargo Advisors to work at com-

CONTINUED ON PAGE 26

Wells Fargo reveals 2019 comp plan
Most reps will see no change, but lower producers will get rate cut 

BROKER-DEALERS

BY BRUCE KELLY

KESTRA FINANCIAL Inc. is the 
latest large independent bro-
ker-dealer to be put up for sale and 
is currently being shopped around 
by its private-equity parent, ac-
cording to industry sources. 

Kestra was formerly known 
as NFP Advisors when it was 
owned by insurance brokerage 
and consultant NFP Corp. The 
broker-dealer was sold in 2016 to 
private-equity shop Stone Point 
Capital, which bought a majority 
stake at the time and changed its 
name to Kestra.

Three industry sources who 

wished to remain anonymous told 
InvestmentNews last week that 
Stone Point had recently hired 
Goldman Sachs as its banker in 
the transaction. The first round of 
bids may be due as soon as this 
week, those sources said. 

One of those sources added 
that the bankers at Goldman were 
the same team that successfully 
led the sale over the summer of a 
majority stake of Cetera Financial 
Group to Genstar Capital, another 
private-equity investor. 

James Poer, the CEO of Kestra, 
did not return a call last Friday for 
comment. A spokesperson for the 

Kestra Financial latest 
brokerage up for sale

MERGERS&ACQUISITIONS

Fidelity dominates 
money-market industry
BLOOMBERG NEWS 

FIDELITY INVESTMENTS is dom-
inating a business that is thriving 
even as stocks and bonds struggle.

Fidelity’s money-market assets 
grew to $629 billion as of Oct. 31 — 
nearly twice as much as its closest 
rival, Vanguard Group, according 
to Crane Data. The Boston-based 
fund company has added more 
than $50 billion this year, mostly 
from inflows.

Rising short-term interest rates 
have lifted yields on the cash-like 
funds to about 2%, magnifying 

their allure at a time when other as-
set classes are under pressure. The 
trend has helped companies includ-
ing Vanguard, JPMorgan Chase & 
Co. and Goldman Sachs Group Inc. 
As the biggest provider, Fidelity is 
benefiting the most, raising its mar-
ket share to more than 20%.

Today, the firm’s 41 funds make 
up one-fourth of its $2.5 trillion un-
der management.

“Fidelity has more buckets and 
bigger buckets than anyone else and 
it is starting to rain again,” said Peter 
Crane, president of Crane Data, the 
Westborough, Massachusetts-based 
industry tracker.

The $3.1 trillion money-fund 
business suffered after the financial 
crisis as the Federal Reserve slashed 
rates to near zero and held them 
there until 2015. Low rates forced 
fund companies to waive fees, crimp-
ing profitability on the funds that 
focus on short-term, relatively safe 
debt. The squeeze, plus added costs 
that came with the implementation 
of federal reforms in 2016, spurred 
industry consolidation.

INVESTINGINTELLIGENCE

BY RON ADAMS

T ruly diverse companies 
emerge from the inside 
out. Corporations such as 

Comcast, Marriott Hotels and 
Coca-Cola are fostering commu-
nities of professionals from all 
backgrounds. While no strategy is 
ever a one-size-fits-all approach, 
diversity and inclusion programs 
can be tailored by individual 
companies to create sustainable 
growth and pave the way to more 
inclusive industries in general. 

Specifically, 
in the financial 
services space, it 
is vital for com-
panies to repre-
sent the people 
they serve. The 
experiences of 
diverse commu-
nities need to be interwoven into 
the company in order to truly 
help people with one of the most 
personal areas of their lives: their 
money. People feel comfortable 
with financial advisers who un-

derstand and have walked in 
their shoes. 

Companies can attract and 
retain team members from all 
walks of life if they focus on im-
proving the experience they offer 

individuals from the first day they 
walk through the doors. 

CREATE SMALL TEAMS TO IN-
TRODUCE COMPANY CULTURE
First, as part of the onboarding 
process, use small teams to help 
new employees find their footing 
at the company. Embracing the 
culture at any new company takes 

Represent the people you serve 
Create an inclusive experience for employees, beginning Day 1

THIS STORY IS part of an ongoing initiative by 
InvestmentNews to cultivate a financial advice 
profession in which diverse perspectives are 
welcomed and respected, and industry best 
practices are shared across organizations. 

 CONTINUED ON PAGE 28

$629B
AMOUNT OF FIDELITY’S  
MONEY-MARKET ASSETS AS OF 
OCT. 31 — NEARLY TWICE THAT 
OF VANGUARD

Added $50B this year as stocks, bonds flag

CONTINUED ON PAGE 28

Team play: Northwest-
ern Mutual reps gather in 
Milwaukee in October.

Stone Point Capital taps Goldman for deal

CONTINUED ON PAGE 26
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Not FDIC/NCUA insured • May lose value • Not bank/CU guaranteed 
Not a deposit • Not insured by any federal agency

CNC18955 09/17

People trying to save for the future face many obstacles. A variable annuity with the purchase 

of an add-on benefit1 can help address many of these challenges. So, isn’t it worth the time to 

understand a product that can provide a protected lifetime income stream2, growth potential, 

and even the comfort of leaving money to loved ones?

IF YOU THINK AN ANnuity is

HARD TO EXPLAIN,
Try telling a client

THEY may RUN 
OUT OF INCOME.

Visit Jackson.com to learn more about how you can help your clients create lifetime income.

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.
1Optional benefits are available for an extra charge in addition to the ongoing fees and expenses of the variable annuity. The long-term advantage of the optional benefits will vary with 
the terms of the benefit option, the investment performance of the variable investment options selected, and the length of time the annuity is owned. As a result, in some circumstances 
the cost of an option may exceed the actual benefit paid under that option. Death benefits terminate if the contract value falls to zero.  

2Protected lifetime income of the optional lifetime benefits becomes effective at issue if the designated life/owner is age 59½ at issue, or upon the contract anniversary following 
designated life’s/owner’s 59½ birthday, provided the contract value is greater than zero and has not been annuitized. 

Guarantees are backed by the claims-paying ability of Jackson National Life Insurance Company® or Jackson National Life Insurance Company of New York®. 
The latest income date allowed is age 95, which is the required age to annuitize or to take a lump sum. Please see the prospectus for important information regarding the annuitization 
of a contract. 
In certain states, we reserve the right to refuse any subsequent premium payments. Does not apply in Oregon.
Annuities are issued by Jackson National Life Insurance Company (Home Office: Lansing, Michigan) and in New York by Jackson National Life Insurance Company of New York (Home 
Office: Purchase, New York). Variable annuities are distributed by Jackson National Life Distributors LLC, member FINRA. May not be available in all states and state variations may 
apply. These products have limitations and restrictions. Contact the Company for more information. Jackson is the marketing name for Jackson National Life Insurance Company and 
Jackson National Life Insurance Company of New York.

Variable annuities are long-term, tax-deferred investments designed for retirement, involve investment risks and may lose value. 
Earnings are taxable as ordinary income when distributed and may be subject to a 10% additional tax if withdrawn before age 59½. 

BY RYAN W. NEAL

BLACKROCK CONTINUES its 
push into the market of retail fi-
nancial advisers with a new in-
tegration between its iRetire re-
tirement income calculator and 
eMoney Advisor, one of the most 
popular financial planning tools 
among independent advisers. 

Advisers can use iRetire to illus-
trate how working longer, saving 
more, spending less and changing 
investment strategies can impact 
their income in retirement. The new 
integration lets advisers move from 
iRetire to eMoney with a single 
sign-on, to more easily build and 
manage a plan that meets a client’s 
retirement income needs. 

MORE TRANSPARENCY
The integration produces a more 
transparent retirement planning 
experience while increasing op-
erational efficiency and facilitat-
ing better conversations about fi-
nancial wellness, said Jess Liberi, 
eMoney head of product. While 
the Fidelity-owned financial plan-
ning company would love to see 
advisers use its own retirement in-
come tools, the company recogniz-
es that that simply is not always 
going to be what happens. 

“What we see is advisers will 
start a planning conversation in 
a tool like iRetire then move into 
eMoney,” Ms. Liberi said. 

The integration with Black-
Rock is about giving advisers 
more technology options, she said. 

“We know advisers start plan-
ning conversations in different 
ways," Ms. Liberi said. 

While the initial integration pro-
vides just support for single sign-
on, the companies have discussed 
how they could extend the integra-
tion in the future, Ms. Liberi said. 

The partnership with eMoney 
is the latest effort from BlackRock 
to get in front of more financial 
advisers. The asset manager’s 
Aladdin risk analytics technolo-
gy plays a central role in Morgan 
Stanley's WealthDesk platform 
that the wirehouse is rolling out to 
its 15,000 financial advisers. 

In November, BlackRock ac-
quired a 5% stake in Envestnet 
to build an integration between 
its platforms and iRetire and Fu-
tureAdvisor, BlackRock’s robo-ad-
vice platform. About 93,000 advis-
ers from 3,500 different firms use 
one of Envestnet’s platforms.

The latest partnership could po-
tentially put BlackRock’s retirement 
income calculator and, presumably, 
investment products in front of the 
50,000 advisers who use eMoney 
Advisor for financial planning. 

BlackRock declined to com-
ment. 

rneal@investmentnews.com 
Twitter: @ryanwneal

UBS names wealth unit head Blackrock 
integrates 
with eMoney

BLOOMBERG NEWS

UBS GROUP AG is promoting a 
long-time executive in the U.S. as 
it seeks to expand in the region 
and offer ultra-rich clients more 
bespoke investments.

Jason Chandler will become 
head of wealth management in the 
U.S. after more than two decades 
at the bank, according to a memo 

sent to staff last Monday. That 
gives him oversight of almost 7,000 
financial advisers in the region. 
He’s been co-leading investment 
platforms globally, and succeeds 
Brian Hull, who’s becoming exec-
utive vice chairman Americas. The 
changes will be effective Jan. 1.

UBS chief executive Sergio Er-
motti is targeting the U.S. for its 
growth opportunities. More than a 

third of the wealth manager’s $2.4 
trillion in assets are invested in 
the Americas, a region long domi-
nated by local behemoths such as 
Morgan Stanley, which has more 
than double the number of UBS’ 
advisers in the area, and JPMor-
gan Chase & Co. The Swiss bank 
is undergoing the biggest overhaul 
of its technology in the Americas 
since its 2000 acquisition of retail 
brokerage Paine Webber Group.

There are 174 U.S. billionaires 
among the world’s 500 richest peo-
ple, with a combined net worth 
of $2 trillion, according to the 
Bloomberg Billionaires Index.

UBS also is trying to lure more 

clients in China and Latin Amer-
ica, offering them investment ca-
pabilities around the world and 
harder-to-access wagers like pri-
vate equity and hedge funds. It’s 
also increasingly seeking to lend 
to ultra-wealthy clients.

Christian Wiesendanger, who 
co-led the investment-platforms 
business with Mr. Chandler, will 
be the sole head of that unit from 
Switzerland. 

Jason Chandler will take over from Brian Hull

EXECUTIVEMOVES FINTECH

JASON 
CHANDLER
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I
F THERE’S AN upside to the 
slumping financial markets 
it might be that it provides a 
fresh opportunity for financial 
advisers to strut their stuff 

with a year-end value-add in the 
form of Roth IRA conversions.

For financial advisers who might be strug-
gling to find some positive news to present 
to clients as the year winds down — and we 
know you’re out there — this could be the 
ticket to showing an ability to leave no stone 
unturned on their behalf.

As InvestmentNews reporter Greg Iacurci 
detailed recently, there is still time and a 
host of new reasons to consider converting 
traditional individual retirement 
accounts to Roth IRAs that grow 
tax-free.

For starters, under the cat-
egory of turning lemons into 
lemonade, a Roth conversion in 
the midst of a market pullback 
means a smaller tax hit when 
assets held in a traditional IRA 
are converted.

While advisers might not 
want to draw attention to prior 
asset levels and recent portfo-
lio shrinkage, it is a legitimate 
conversational counterpoint that 
the same shares at lower current 
values will mean a smaller tax 
bill from Uncle Sam.

There’s still time to complete 
a conversion in 2018, and the tax 
bill won’t be due until April 15.

But even if that’s too much 
hustle for the final weeks of the 
year, the Roth conversion is a 
tool advisers should keep handy 
well into next year and beyond.

The 2017 tax law changes 
are among the bigger drivers of 
why the time is ripe for many to 
consider Roth conversions. While 
the new law didn’t push every-
one into a lower tax bracket, it 
created enough of a shuffle to 
merit a closer look at whether it 
makes sense to convert a traditional IRA, that 
incurs taxes on withdrawals at retirement, to a 
Roth IRA, which taxes contributions that are 
withdrawn tax-free.

In theory, the tax-law changes that dropped 
the top bracket to 37% from 39.6% will be in 

place until 2025. But with another presidential 
election just around the corner and a newly 
split Congress already revealing some fangs, 
there is no telling how long the current tax 
rates will survive. And there’s no guarantee 
they’ll be extended.

Originally designed 
as another way to get 
retail-class investors 
saving for retirement, the 
pros and cons of the Roth 
have long-since evolved 
beyond a simple bet on 
what taxes will look like 
in the future.

A savvy adviser or CPA should be keeping 
an eye out for new opportunities, including, 
for example, how elimination of the marriage 
penalty will affect income taxes and the abil-

ity to convert all or a portion of 
a traditional IRA to a Roth over 
the next few years.

For example, under the new 
tax law, a married couple filing 
jointly with taxable income 
between $165,000 and $315,000 
falls into the 24% tax bracket. 
Until this year, that same couple 
would have been taxed at a blend 
of 28% and 33%.

In terms of timing, most ex-
perts say it’s now better to wait 
until the end of the year to do a 
Roth conversion because it offers 
a clearer picture of the year’s 
taxable income so you don’t acci-
dently bump into a higher brack-
et. In prior years, the timing of a 
conversion was less of an issue 
because of the ability to “rechar-
acterize” a conversion, which is 
essentially taking a mulligan and 
converting back to a traditional 
IRA for tax purposes.

The new tax law removed the 
recharacterization option though, 
so being certain of tax levels for 
the year is more important than 
ever, before making a move. But 
waiting might be betting against a 
roaring market recovery.

Clearly, there’s plenty to 
consider, including having 

enough cash to pay the tax bill and the impact 
a conversion will have on future Medicare 
premiums or the ability to take the new pass-
through business income-tax deduction.

Just think of the Roth as a fountain of 
value-added service.
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“This is a 
test. We pride 
ourselves on 
acting in the 
best interest 
of our clients. 
That’s easy 
to do when 
your interests 
and theirs 
coincide; it’s 
perhaps more 
important to 
do when they 
don’t.”
DAVID BERMAN, co-founder and CEO 
of Berman McAleer, on whether or not 
to continue advising clients with Ohio 
National contracts after commissions 
are cut off
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he financial advice industry 
frequently focuses on the rise 
of registered investment advis-
ers and the independent bro-
ker-dealer market when it talks 
about trends in the business. 
But quietly making a come-

back are regional broker-dealers, firms 
that traditionally focused on a specific 
part of the country but which in some 
cases have grown into national firms. 

As wirehouses such as Morgan Stan-
ley, UBS Financial and Merrill Lynch have 
scaled back their recruiting efforts, or in 
the case of Wells Fargo Advisors, watched 
its workforce flee the firm because of a se-
ries of scandals at its parent bank, regional 
firms have been aggressively hiring wire-
house brokers. Many regionals still offer 
attractive signing bonuses and competitive 
compensation packages, but most of all, 
they maintain a workplace culture that har-
kens back to a time when brokers did not 
have to comply with so many rules. 

“[Brokers] are not pleased with the 

controlling nature of the bank parent of 
the wirehouse broker-dealer and how the 
banks impose restrictions on communica-
tion or freedom of movement,” said Jerome 
F. Lombard Jr., president of the private cli-
ent group at regional broker Janney Mont-
gomery Scott. “It’s a refrain I hear over and 
over again. Wirehouse advisers say, ‘I’m 
tired of it. They don’t trust me.’” 

Less the five years ago, the region-
al brokerage market was all but left for 
dead. Many of the more well-known re-
gionals such as A.G. Edwards, Advest Inc., 
and McDonald & Co. had been acquired, 
and their names were slowly fading from 
the public’s memory. The credit crisis has-
tened the demise of other firms such as 
Morgan Keegan and Stone & Youngberg, 
which were bought by other, stronger re-
gional firms. 

And yet, the remaining regionals, 
firms such as Janney Montgomery Scott, 
Hilliard Lyons, D. A. Davidson, and Rob-
ert W. Baird and Co., along with others 
such as Benjamin F. Edwards & Co. and 

RBC Wealth Management, are growing. 
Two other regionals, Raymond James and 
Stifel Financial Corp., have evolved into 
broker-dealers with national footprints.  

INCREASE IN ADVISERS
Going back to 2016, those firms collec-
tively have seen a net increase of 392 
advisers or teams and a corresponding 
net increase of $116.5 billion in assets 
under management associated with those 
brokers, according to an analysis of In-
vestmentNews data. (InvestmentNews 
tracks adviser moves, but its database is 
not complete.) The vast majority of those 
advisers or teams — about 75% — were 
recruited from one of the four wirehouses. 

The rate of growth in assets at regional 
firms has recently outpaced the increase 
at the wirehouses, according to a report 
earlier this year from Sanford C. Bern-
stein & Co. From 2007 through 2017, the 
four wirehouses had a compound annual 
growth rate of 3% of client assets.  
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After a period of decline, the 
regional brokerage industry  
is scoring recruiting gains at 
the expense of wirehouses
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Regional firms did better, though they 
admittedly have smaller amounts of assets. 
RBC recorded a compound annual growth 
rate of 5% over the same period, while Ray-
mond James and Stifel, respectively, posted 
growth of 13% and 17%, according to the 
report. Those last two firms also made ac-
quisitions during that time, adding to the 
growth of client assets.  

RECRUITING PULLBACK 
Facing regulatory hurdles for recruiting 
bonuses under the Department of La-
bor’s former fiduciary rule, the wirehous-
es started to pull back from recruiting in 
2016. Regional firms, along with indepen-
dent broker-dealers and RIA breakaways, 
stepped into the fray.  

Morgan Stanley and UBS opened 
the door wider last year when they an-
nounced they were leaving the broker 
protocol for recruiting agreement that 
makes it easier for brokers to move to a 
new employer, causing some of their ad-

visers to bolt before the new policy took 
effect. And Wells Fargo Advisors has seen 
close to 1,000 advisers leave over the past 
two years in the aftermath of a barrage of 
client scandals at Wells Fargo Bank. 

 “The regional or national regional firm 
is capitalizing on wirehouses stepping 
back from recruiting,” said Ed Louis, se-
nior analyst at Cerulli Associates. 

For wirehouse brokers who want to 
continue to work for a firm as an employ-
ee as opposed to starting their own firm as 
an RIA or as a contractor affiliated with an 
independent broker-dealer such as LPL Fi-
nancial, regional firms can be attractive. 

The regionals will pay the most substan-
tial recruiting bonuses in the industry, from 
150% to 300% of a broker’s prior year’s 
fees and commissions in the form of a sev-
en-to-nine year forgivable loan. For exam-
ple, RBC last year was offering a recruiting 
bonus of 250% to 300% of a broker’s prior 
year’s fees and commissions, known in in-
dustry parlance as a broker’s trailing 12.  

While RIAs and IBDs lure wirehouse 

brokers with substantially higher overall 
payouts, regionals match or sometimes 
surpass wirehouses’. 

Wirehouses typically have a payout grid 
in the range of 35% to 45% of an adviser’s 
trailing 12, but Stifel, for example, has a 
payout of 50%, and that figure is almost 
sacred within the firm, said one executive.  

“The grid has changed twice in 20 
years,” said John Pierce, Stifel’s head of 
recruiting, noting that wirehouses often 
tinker or change their grids annually. 
“And we pay the same for brokerage or 
fee-based business. Most firms don’t do 
that. Advisers don’t have to worry about 
getting paid less or more based on what 
the firm wants them to do.”   

Regional firms are not just competing 
on a financial basis. They also try to en-
sure that they can offer the same services 
as wirehouses and also try to differentiate 
themselves in terms of corporate culture.

“Those regional-type firms recognize 
the opportunity, and are spending the 
money on recruiting and are also invest-

ing in their technology,” Mr. Louis said. 
“They want to make sure the big teams 
coming over from the wires have the 
same level of resources, while also keep-
ing their top teams happy.”  

Meanwhile, the regionals present them-
selves to recruits as an antidote to the bu-
reaucracy of large institutions; they also 
eschew the wirehouse push for cross-sell-
ing, having brokers sell high-margin bank-
ing products to clients — a corporate initia-
tive that many wirehouse advisers dislike.   

 Unlike all of the wirehouses, Ray-
mond James makes it clear to recruits 
that they own the relationship with their 
clients, and that the firm will not try to 
hold onto the clients if the broker decides 
to leave the firm down the road.

Concerns about large-firm culture and 
frustration with senior management were 
the two leading complaints of advisers 
who left one firm for a new employer, ac-
cording to a survey from Cerulli.

 Ronald Holmes worked for Merrill 
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Lynch for 10 years before moving over to 
Janney Montgomery Scott in November.

“We had been unhappy where we 
were,” said Mr. Holmes, whose team man-
ages more than $200 million in client 
assets. Earlier he had worked at Legg 
Mason Wood Walker Inc., a regional bro-
kerage that was sold in 2005 to Citigroup 
Inc. and merged with Smith Barney. 

“We knew what it was like to work at a 
regional firm,” said Mr. Holmes, who was 
made available to InvestmentNews by his 
firm. “At Janney, we wanted to get back to 
a more compressed management struc-
ture. There were so many layers at Merrill 
between the broker and management that 
there was not a lot of opportunity for us 
to be heard.”

And Merrill’s emphasis on banking 
products for advisers’ clients also got un-
der Mr. Holmes’ skin. “We were feeling 
more pressure of late to sell proprietary 
bank services and we were starting to feel 
a little uncomfortable,” he said. 
   In a statement, Merrill Lynch spokes-
woman Susan Atran said her firm offers 
“distinct competitve advantages” over re-
gional firms. 
   “We offer a broad, open architecture plat-
form covering a wide range of managers 
and offerings,” she said. “And, our advisers 
have access to a strong and stable balance 
sheet that can provide solutions tailored 
to clients’ lending and financing needs.” 
    Wells Fargo Advisors has “vast resourc-
es available to advisers and clients,” said 
Rich Getzoff, head of Advisor-led East, 
in a statement. “Our multi-channel model 
gives advisers the flexibility to choose a 
career path that meets their needs. Our 
compensation plan is one of the best in 
the industry, and we have the capital to in-
vest in industry-leading platforms that fo-
cus on client experiences and outcomes.”  
   Morgan Stanley spokeswoman Susan 
Siering said in statement: “Attrition is at 
record lows and productivity continues to 
increase as our advisers do more for their 
clients and leverage our full platform and 
technology to serve them.”

UBS did not respond to a request for 
comment.
   

CHALLENGES AHEAD
 While the regionals have enjoyed a bit 
of a renaissance in the past decade, this 
set of brokerage firms is facing the same 
hurdles as the rest of the financial advice 
industry. That means growth in the future 
could be difficult.  

Regionals don’t train new advisers at 
the same scale as wirehouses, executives 
and recruiters said, and advisers at the re-
gionals are aging and considering retire-
ment, just like advisers across the business.  

And, as noted, the wirehouses are 
trying to turn off the spigot of brokers 
leaving their shops, going so far as to file 
legal action against them if they believe 
the brokers have violated employment 
contracts. That could have a chilling effect 
on the pipeline of future prospects for the 
regional firms, experts said. 

Last month, Baird said it agreed to 
acquire Hilliard Lyons. Combined, the 
two will have 1,270 brokers. There will be 
more consolidation in this segment of the 
brokerage industry in the future, execu-
tives and recruiters said.  

“It makes sense to combine and give a 
solution for two firms,” said Danny Sarch, 
an industry recruiter. “Any given firm has 
to come up with a way to compete or stay 
afloat because they all have the same ag-
ing adviser problem.” 

bkelly@investmentnews.com 
Twitter: @bdnewsguy
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3 reasons to do a Roth conversion now

We owe employee caregivers

Adviser gets $1.2M from B-D

BY GREG IACURCI

LOWER TAX RATES, a slumping 
stock market and the end of the 
year offer pristine conditions for 
financial advisers to do a Roth 
conversion with clients.

Roth conversions allow cli-
ents to convert all or a portion of 
their traditional, pretax individu-
al retirement account assets into 
a Roth IRA. Clients pay the tax 
upfront in exchange for tax-free 
distributions later.

The 2017 tax law reduced tax 
rates for the majority of Ameri-
cans this year, meaning many 
clients would pay less tax on a 
conversion. A drop in market 
values for IRA holdings yields 
a similar result, since the tax 
would be calculated on a reduced 
asset base. 

Further, since it’s the end of 
the year, clients have a clear pic-
ture of their total income for 2018. 
This is important because a Roth 
conversion would increase a cli-
ent’s taxable income and could 
inadvertently push them into a 
higher tax bracket. 

“It’s a triple benefit,” said Ed 
Slott, head of an eponymous re-
tirement advice firm.

The tax law, signed by Presi-
dent Donald J. Trump in Decem-
ber 2017, reduced marginal in-
come tax rates across the board, 
bringing down the top bracket to 
37% from 39.6%. Not all Ameri-
cans will fall into a lower bracket 
though: Some taxpayers previ-
ously in the 33% bracket are now 
in the 35% bracket, for example, 
due to a change in income levels 
associated with the brackets.

Aside from reduced margin-

al rates, married couples filing 
jointly get an added benefit — the 
elimination of the so-called “mar-
riage penalty.” Under previous 
rules, a couple with combined in-
come exactly double that of a sin-
gle filer often moved into a higher 
tax bracket than the single indi-
vidual. The new law puts them on 
more-equal footing. 

Consider the new 24% tax 
bracket, covering married couples 
filing jointly with taxable income 
between $165,000 and $315,000. 
Most of that income would have 
been taxed at 33% and some at 
28% under the prior rules, making 
it less expensive for these married 
couples to do a Roth conversion 
now, said William Reichenstein, 
professor emeritus of investments 
at Baylor University.

TIME IS OF THE ESSENCE
There’s some urgency to acting on 
Roth conversions sooner rather 
than later — individual tax rates 
are set to revert to the prior (high-
er) rates after 2025, and could po-
tentially change sooner, depend-
ing on the outcome of forthcoming 
presidential and congressional 
elections, experts said.

The tax law also eliminated 
the ability of taxpayers to “rechar-
acterize” — or undo — their Roth 
conversions, making the end of the 
year a more prudent time to do a 
conversion, experts said.

“You have a much better han-
dle on what your income will look 
like for the year and can pretty 
much nail down the cost of your 
Roth conversion,” said Tim Stef-
fen, director of advanced planning 
in Robert W. Baird & Co.’s private 
wealth management group.

This all combines with the 
market’s recent lackluster perfor-
mance. 

“You can’t wait around for 
the market to dip further" to 
do a conversion, Mr. Slott said. 
“You’ve got a bird in the hand 
now, so you should probably take 
advantage.”

Of course, clients shouldn’t 
consider Roth conversions in a silo 
— there are a number of other fac-
tors aside from the conversion tax. 

FOUR LENSES
Robert Keebler, founder of Kee-
bler & Associates, said he thinks 
about Roth conversions through 
four lenses: how a conversion will 
affect a client’s tax bracket today, 
how it would affect a client and 
spouse at age 70½ (since conver-
sions could help reduce future 
required minimum distributions), 
a client’s tax bracket if a spouse 
were to die (Would doing a con-
version now be cheaper than as 
a single tax filer?), and the chil-
dren’s tax situation (Will the cli-
ent be able to convert at a lower 
tax rate than a child, thereby cre-
ating a better wealth transfer?). 

There are a few other caveats, 
too. Clients need to have cash on 
hand to pay the resulting conver-
sion tax. And the ability to take 
some tax deductions could be im-
pacted by a conversion if it bumps 
income too high. For example, 
owners of many pass-through 
businesses can’t claim the new 
20% pass-through deduction if 
taxable income exceeds $315,000 
(married filing jointly).

giacurci@investmentnews.com 
Twitter: @gregiacurci

F inancial services firms 
are in the business of 
caring for customers — 

resolving issues, address-
ing multiple needs and 
providing a high-touch ex-
perience. But some of that 
care and concern should 
be directed to our own em-
ployees, many of whom 
currently serve, or will 
serve, as the caregiver of a 
senior family member.

With more than 40 mil-
lion caregivers across America, 
many employees have in effect a 
second job — a role that can take a 
physical, financial and mental toll.

Responsibilities can vary, but 
the average caregiver spends more 
than 10 hours per week offering 
support, doing such things as help-
ing with grocery shopping, driv-
ing to appointments and engaging 
with other service providers. Less 
than half of current caregivers re-
ceive any form of financial assis-
tance for that support, yet the av-
erage caregiver spends more than 
$7,000 per year helping the elder in 
their care, according to the Safe-
guarding Our Seniors study from 
Allianz Life. 

STOPPING FINANCIAL ABUSE
One key issue facing both seniors 
and their caregivers (and one very 
relevant to our industry) is elder 
financial abuse. Financial abuse 
can severely reduce a senior’s 
hard-earned savings, but the dam-
age doesn’t stop there. 

According to the Allianz study, 
nearly 90% of both active and po-
tential caregivers said they expe-
rienced a financial impact when 
their elder was financially abused, 
with the average cost to those 
caregivers reaching a staggering 
$36,000. 

In addition, those who are pro-
viding care for past victims of fi-
nancial fraud are spending signifi-
cantly more than those caring for 
elders with no history of financial 
abuse, which in turn negatively af-
fects the caregivers’ ability to save 
for their own needs. 

Under the recently enacted Se-
nior Safe Act, all financial services 
firms are required to provide train-
ing to employees to help them spot 
signs of elder financial exploita-
tion, and firms are empowered 
to notify the proper agencies and 
local units of government if they 
believe a client may be the target 
of financial exploitation — with-
out fear of negative repercussions. 
That is an important step forward, 
but in addition to watching out for 
their customers, financial services 
firms should also make protecting 
their employee caregivers from fi-
nancial abuse a top priority. 

Here are a few ways that finan-
cial services organizations can 
help employee caregivers:

• Educate employee caregivers 
on the red flags to help them spot 
potential financial abuse in their 
own families. Although the signs 
may be different for financial pro-
fessionals, family caregivers are 

likely to be much more in 
tune with their elder’s fi-
nances and should be aware 
of any warning signs. This 
may include changes in 
financial activity such as 
inconsistent transactions, 
opening new debit or credit 
cards, adding new account 
holders or changing a pow-
er of attorney. 

• Keep employees up to 
speed on trending meth-
ods of exploitation, includ-

ing phishing and internet scams, 
phone calls from people pretend-
ing to be family members needing 
help, home repair fraud, messag-
es from someone pretending to 
be from the IRS, and fake lottery 
and sweepstakes winnings. This 
training could be offered more 
often than the annual or biannu-
al training that should already be 
in place to comply with the Senior 
Safe Act.

• Encourage employees to talk 
about the issue with the person 
they care for. Elder financial abuse 
can be a sensitive topic, but start-
ing a dialogue and sharing exam-
ples of potential fraud are the first 
steps in raising awareness. 

• Offer access to care manage-
ment programs, which are often 
available through health insur-
ance providers. These programs 
provide resources for caregivers, 

such as connecting them with rel-
evant local agencies, and can help 
if someone suspects their family 
member is undergoing or being 
targeted for financial abuse. 

Beyond elder financial abuse, 
firms should consider adding extra 
benefits and support programs for 
caregivers, such as paid caregiver 
leave or flexible work schedules to 
help accommodate their needs. 

The financial services indus-
try is already on the front lines of 
addressing elder financial abuse 
among customers, but the caregiv-
ers within our own walls may be 
facing these same challenges. 

In our industry, best practices 
in protecting consumers should 
start at home. Financial services 
firms have an important opportu-
nity to help their own employee 
caregivers protect and support 
the elder members of their fam-
ilies and in the process help re-
duce elder financial abuse among 
the growing population of older 
adults. 

Walter White is president and 
CEO of Allianz Life Insurance Co. 
of North America.

The time is ripe for many to convert a pretax IRA to a Roth account

Firms should help workers who help elders

GUESTBLOG

WALTER 
WHITE

BEING A CAREGIVER 
CAN TAKE A PHYSICAL, 
FINANCIAL AND  
MENTAL TOLL.

BY JEFF BENJAMIN

A FINRA ARBITRATION pan-
el has ruled in favor of adviser 
Brian Taylor Kirkpatrick in a 
share-ownership dispute with his 
former employer Capital Guard-
ian, a now defunct broker-dealer.

According to the dispute reso-

lution from the Financial Indus-
try Regulatory Authority Inc., 
Mr. Kirkpatrick has been award-
ed $1.2 million for his 15% own-
ership stake in Capital Guard-
ian, a Miami-based firm.

The ownership stake was 
worth approximately $960,000, 
but the award included a 

$255,000 compounded interest 
penalty.

The award valued Capital 
Guardian at approximately $6.4 
million when Mr. Kirkpatrick 
left the firm and sought to sell his 
shares in late 2017.

Capital Guardian’s bro-
ker-dealer was shut down and the 
assets were sold to Kovack Securi-
ties Inc. in September 2017.

jbenjamin@investmentnews.com 
Twitter: @benjiwriter
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WASHINGTONWATCH
RETIREMENTPLANNING

Richard Neal: The new 
face of retirement policy

Chatbot tells 
real story  
of confusion

Why the industry needs more women

BY GREG IACURCI

RETIREMENT POLICY will have 
a new face in Washington next 
year, and that could mean major 
changes to the 401(k) industry.

Rep. Richard Neal, D-Mass., 
will become chairman of the 
House Ways and Means Commit-
tee when Democrats take control 
of the chamber from Republicans 
in January for the first time in 
eight years. 

Mr. Neal has been perhaps 
Congress’ staunchest defender 
of retirement legislation, experts 
said, making his leadership of the 
powerful tax-writing committee, 
which has jurisdiction over retire-
ment plans, a pivotal moment for 
stakeholders in the 401(k) industry. 

“We’ve never had a chairman 
of Ways and Means or the [Sen-
ate] Finance committee who’s 
been so knowledgeable and inter-
ested in retirement policy,” said 
Brian Graff, CEO of the American 
Retirement Association. “That’s 
what makes it a big deal: He’s 
knowledgeable, he cares and it’s 
a priority.”

THREE DECADES IN CONGRESS
Mr. Neal has served in the House 
for three decades and is currently 
ranking member of the Ways and 
Means committee. He sponsored 
or co-sponsored eight retirement 
bills this congressional session, 
covering policy issues such as 
nondiscrimination requirements, 
leakage from 401(k) plans, retire-
ment-plan tax credits for small 

employers, portability of man-
aged accounts and plan annuities, 
and required minimum distribu-
tions. 

But retirement plan coverage 
— specifically, increasing the 
number of employers offering a 
workplace retirement plan to em-
ployees — is where he’s poised to 
leave his biggest mark. 

“I think his legacy ultimate-
ly will be that he was the lead-
er who finally spearheaded the 
breakthrough in retirement cov-
erage, which has eluded us for 
nearly four and a half decades, 
since ERISA was enacted,” said 
Mark Iwry, former deputy assis-
tant secretary for retirement and 
health policy at the U.S. Treasury 
Department during the Obama 
administration. 

‘CHAMPION’ LIKE NO OTHER
Mr. Iwry, a nonresident senior fel-
low at the Brookings Institution, 
believes the congressman will be 
the “champion of that issue in a 
way no other committee chair has 
ever been before.”

Mr. Neal last year introduced 
the Automatic IRA Act of 2017, a 
piece of legislation he’s sponsored 
each two-year congressional ses-
sion going back a decade. The 
bill aims at closing the so-called 
coverage gap, which refers to the 
tens of millions of working Amer-
icans who don’t have access to 
a retirement savings plan at the 
workplace. 

The bill would require employ-
ers that don’t sponsor a work-

place retirement plan to offer and 
automatically enroll employees 
into a payroll-deduction individ-
ual retirement account, known as 
an auto-IRA. The bill would apply 
to employers with more than 10 
employees.

A handful of states — Califor-
nia, Connecticut, Illinois, Mary-
land and Oregon — have seized 
on the concept and created their 
own auto-IRA programs, which 
are in various stages of rollout. 
Mr. Neal’s bill would expand the 
concept nationwide. 

Meanwhile, he sponsored a 
separate bill, the Automatic Re-
tirement Plan Act, last year — 
the first time he’d done so — that 
would require businesses with 
at least 10 employees to have a 
workplace retirement plan with 
automatic enrollment.

“I think either one would be a 
game-changer,” John Scott, direc-
tor of retirement savings at The 
Pew Charitable Trusts, said of the 
bills. 

Either of these bills, which ex-
perts agree could be combined to-
gether in some form, would likely 
bring the most sweeping reform to 
the retirement system since pas-
sage of the Employee Retirement 
Income Security Act of 1974.

About 40 million new plan 
participants would enter the sys-
tem as a result, said Mr. Graff, 

who said he recently met with Mr. 
Neal. Mr. Graff said the congress-
man plans to reintroduce a bill 
“very early next year.”

OPTIMISM AND SUPPORT
Experts are optimistic that such 
provisions could become law. For 
one, it’s the first time Mr. Neal 
has been chairman of Ways and 
Means, and Democrats will con-
trol the House for the first time 
since 2011. Several big industry 
trade groups, including ARA and 
the Insured Retirement Institute, 
are supportive.

The Senate, where Republicans 
will keep their majority, presents 
the biggest challenge. But retire-
ment appears to be a rare area of 
bipartisan agreement, including 
the idea of expanded coverage, ex-
perts said. Given Mr. Neal’s other 
existing retirement proposals, he’d 
likely be able to bundle a package 
that’s palatable to both parties, 
they said.

Also, Sen. Chuck Grassley, 
R-Iowa, is incoming chair of the 
Senate Finance Committee. He 
also held that post from 2003-07, 
the time during which the Pen-
sion Protection Act — the last ma-
jor piece of retirement legislation 
— was signed into law. 

giacurci@investmentnews.com 
Twitter: @gregiacurci

BY RYAN W. NEAL

IF CLIENTS COULD ask any 
single question about retirement 
without fear of judgment or embar-
rassment, what would they ask? 

Contrary to what many ad-
visers think, or hope, investing 
advice is far from clients’ top con-
cern. What people really want is 
help understanding the basics of 
how a 401(k) works, according to 
data collected by Dream Forward 
Solutions, a turnkey retirement 
plan provider. 

Dream Forward analyzed 
three years’ worth of questions 
that plan participants asked its 
online retirement chatbot. The 
majority of questions were about 
how 401(k) accounts work, such as 
“how does my money get from my 
paycheck into this account?” 

The chatbot also received a 
lot of questions about financial 
planning, tax rules and financial 
jargon. 

Inquiries about investment op-
tions available in plans account-
ed for 10% of questions received, 
the lowest rate of any category 
tracked by Dream Forward. 

WITHDRAWAL QUESTIONS
Rollovers and understanding 
employer matches were the sub-
jects of frequent questions, but 
the topic causing the most confu-
sion appears to be the process of 
withdrawing money from a retire-
ment account. Investors struggle 
to wrap their heads around the 
differences between in-service 
withdrawals, 401(k) loans, early 
withdrawal tax penalties, hard-
ship withdrawals and in-kind dis-
tributions. 

“We assumed a lot of the ques-
tions the AI would get would 
be around investing, financial 
concerns and priorities,” said 
Grant Easterbrook, co-founder 
of Dream Forward. “Actually, the 
complexities and headaches of 
managing your own 401(k) is a 
much bigger burden that people 
give credit for.” 

rneal@investmentnews.com 
Twitter: @ryanwneal

W hen I joined Balentine & 
Co. in 1994, every partner 
of the firm was male, and 

the women were either sales asso-
ciates or assistants. It might seem 
to have been the status quo, but I 
soon realized I’d joined a firm that 
was different. I had direct access 
to the president and the CEO, and 
they were genuinely interested 
in teaching me and hearing my 
opinions. I wasn’t seen as any-
thing but a hungry kid eager to 
learn, grow and contribute.

After 25 years of continual 
learning and growth, I am now 
president of Balentine, an At-
lanta-based wealth management 
firm with $3.2 billion in assets 
under advisement. My story is 
unique, but it should not be. We 
have a responsibility to make 
sure there are more opportuni-
ties like I had for young women 

in wealth management, 
where the only thing you 
need to shatter a glass ceil-
ing is talent, drive and a 
passion for what you do.

Having helped hundreds 
of clients develop and exe-
cute their wealth manage-
ment plans, I’ve come to be-
lieve women have a unique 
gift that makes us better 
equipped to nurture people 
through the wealth develop-
ment and management process. 

SOLVING PROBLEMS
The core of wealth management 
is helping people solve problems. 
Many believe analytical skills 
and investment expertise are re-
quired to get it right. Professional 
designations may get you in the 
room, but I’ve found that listening 
and understanding the question 

behind the question are 
more important.

Ultimately, the skill 
so often required, and 
lacking, is empathy. Take 
for instance the business 
owner with tears stream-
ing down her face as she 
learns what her assets 
may look like upon the 
sale of the family busi-
ness. Following decades 
of hard work and living 

within her means, her biggest con-
cern is how this newfound wealth 
will affect her children. She needs 
assurance her family will be OK.

Similarly, consider the newly 
engaged grandson of a wealthy 
client, furious at learning that his 
family wants his fiancé to sign a 
prenuptial agreement. He could 
not care less about risk manage-
ment, instead demanding, “Why 

are you trying to ruin my mar-
riage before it even starts?” Help-
ing him think beyond the present 
and take a long-term view can 
be a challenge. By applying em-
pathy, a trusted wealth adviser 
can help people understand the 
impact of their decisions.

At Balentine, we take clients 
through an educational process 
that includes learning how to be-
come good stewards of wealth. 
One element involves engaging the 
entire family in philanthropy and 
legacy planning. This is critical for 
families to ensure the wealth they 
have doesn’t end up transforming 
them into someone they don’t rec-
ognize or want to be. 

Counseling of this nature re-
quires a level of empathy that’s 
innate for most women, and that 
is one of the best-kept secrets of 
the wealth management indus-
try. We have a responsibility to 
dramatically increase the num-
ber of women in our field, which 
will ultimately make us all better.

Brittain Prigge is president and 
head of relationship manage-
ment at Balentine & Co. 

Ultimately, the skill so often required, and lacking, is empathy

Richard 
Neal

“WE ASSUMED A LOT 
OF THE QUESTIONS ... 
WOULD BE AROUND 
INVESTING.”
GRANT EASTERBROOK, CO- 
FOUNDER, DREAM FORWARD

BRITTAIN 
PRIGGE

GUESTBLOG
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PUTTING THE
INVESTOR FIRST

No investment fi rm is the best at managing every asset class, 
so we apply a diversifi ed approach to choosing asset managers. 
Through our Investor FirstSM process, we:

•  Partner with well known money managers in each class
•  Monitor their work every day
•  Make sure their performance meets high expectations

A variety of strategies for a variety of needs.  

      866-505-3920
      transamerica.com/mutual-funds
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not be copied or distributed; and is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for 
any damages or losses arising from any use of this information. For each fund with at least a 3-year history, Morningstar calculates a risk-adjusted 
return measure that accounts for variation in a fund’s monthly performance, placing more emphasis on downward variations and rewarding 
consistent performance. The top 10% of funds in each category receives a Morningstar Rating™ of 5 stars, the next 22.5% receive 4 stars, the 
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InvestmentNews readers react to top storiesVOICES

MARY BETH FRANKLIN, a columnist for Investment-
News, recently wrote about her disappointment 
that Ohio National had cut her financial advis-
er’s trailing commission for servicing her 
annuity. At the same time, the insurer is of-
fering buyouts that customers might have 
trouble assessing on their own: “How 
many of the existing policyholders will be 
left to their own devices if their current 
advisers are not willing or able to advise 
them for free?”she asked.

Readers reacted with their own experienc-
es — and feelings about variable annuities in 
general. Read the full story and leave your own 
comments at InvestmentNews.com/Ohio.

Really, Ohio National? 

“It’s not right for a rep to refuse 
to service the client, simply because 
they’re not being paid … While I’m 
sure my opinion isn’t popular, I 
believe that is how regulators would 
view the issue. Clearly, this is a bad 
situation all around.”

— ACRONYM

“Low risk contracts will transfer to other 
firms, leaving the contracts that cause the 
highest risk of loss to Ohio National.”

— Thierry_Sommer 

“Variable annuities are not in the 
best interest of clients. Exactly the 
reason why VA sales declined when 
the fiduciary standard for advisers 
seemed destined to pass, and why 
they increased when the fiduciary 
standard failed.”

— DONALD_LAFRONZ

“Saying a product isn’t the best 
because of your opinion without doing 
the math on the upside capture and 
downside protection that is most appro-
priate for a client is a breach of fiduciary 
standard.”

— NJadvisor

“The actuaries realized 
they overpromised on a crum-
my product and won out over 
the salespeople who realized 
this was a death knell.”

— loneMADman

“Mary Beth Franklin is 
right on. Her adviser’s comp is 
eliminated but the cost of her 
contract is not reduced.”

— james_lorence
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do what was in the best interest of my 
clients with my time, my money, and my 
staff. Instead, I often felt that I was � lling 
out forms to satisfy the broker-dealer’s 
compliance arm. I also felt that even 
though I was fee-based, I was always 
apologizing to a degree or doing extra 
explaining about why I was associated 
with a broker-dealer. So I decided to 
leave and convert my business to a fully 
independent RIA.

INCSS: Explain the process of 
doing that.

LN: I’m a planner, so I planned — for about a year. 
We made the move in May of 2015 because I wanted 
to get past the tax season. Through my experience as a 
wholesaler in this area for a dozen years, I got to know 
many advisors who had made the move, and I still have 
very good relationships with them. Over several months, 
I was able to talk to them about what they liked and 
what they didn’t like about being independent and the 
custodians they chose. We also discussed why they 
made their choices and whether they would make those 
same choices again. For us, the choice came down to 
two custodians. 

The turning point came after we spent a great due 
diligence day at Schwab’s operations center in Arizona. 
I went down there expecting a dog and pony show — 
which we got — but we were also able to stop and 
speak with anyone we wanted, and we were able to get 
answers to our questions right there on the spot from 
the people who actually were doing the work in lots of 
different areas. I was very impressed.

INCSS: Describe the actual transition.

LN: When I was a wholesaler, I knew lots of advisors 
who went through the process, so I recognized that 
all transitions are a big deal. I thought Schwab was 
fantastic in this area, and by that I mean they prepared 
all of the necessary documents to help transition our 
clients to Schwab, which were extensive. In fact, one of 
the great things about being associated with Schwab 
is that there is a high level of professionalism in all 
aspects of what they do for us, which our clients see 
and appreciate. Schwab provided guidance through 

In this � nal installment, 
InvestmentNews Content Strategy 
Studio discusses the journey 
to becoming an independent 
Registered Investment Advisor 
(RIA) through the lens of three 
advisors’ unique experiences. 
Below, Laurie Nardone, CFP ® and 
managing principal of Shira Ridge 
Wealth Management in Larkspur, 
California, explains how she made 
the transition to independence and 
how Schwab Advisor ServicesTM 
served as a resource before, during, 
and after the move. 

INVESTMENTNEWS CONTENT STRATEGY STUDIO: 
Tell us about your � rm.

LAURIE NARDONE: We’re a four-person, all-female 
independent Registered Investment Advisor � rm providing 
� nancial planning and wealth management services for 
about 120 households. We manage more than $120 
million in assets and are based in Marin County, outside 
San Francisco. I started the business in 2006, and its 
name emerged after I climbed Mt. Kilimanjaro on a trip I 
made to Africa in 2005. Shira Ridge is the name of one of 
the longer routes to the summit, but the one that affords 
the highest probability of reaching the goal; the parallel 
with achieving � nancial and retirement success was so 
clear it inspired our � rm name. 

INCSS: Speaking of routes, explain your 
background and how you came to start your � rm.

LN: I took a very circuitous route to get here. I started in 
the corporate world as an accountant and served as the 
controller of a publicly traded � nancial services company 
for many years. Then I became a Certi� ed Financial 
Planner™ and started my own � nancial planning practice 
while at the same time working as a wholesaler on an 
independent contractor basis for a third-party asset 
manager. The two roles didn’t con� ict, but after a while 
it got to be too much, so I left wholesaling in 2012 and 
af� liated with a large independent broker-dealer where I 
could have a hybrid business. 

After a few years, I decided that being af� liated with 
a broker-dealer was no longer for me. I just wanted to 
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Why Laurie Nardone Chose Independence 
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the entire transition process, including assigning a 
Conversion Consultant to help us. We organized a 
transition party, with clients coming in and signing 
papers. I can’t tell you how valuable it was to have that 
Schwab person helping our team, because it was all 
new to us, and he had a great attitude, great energy, 
and worked really long hours as part of our team. 
It was incredibly helpful. 

INCSS: It sounds like the transition was 
a success.

LN: It was; 100% of our clients followed us and our 
AUM rose from $45 million to $100 million in just 
three years. The relationship with Schwab helped us 
grow. Many of our prospective clients already have 
their assets at Schwab, so when they decide to work 
with us, it’s very easy to just transfer the assets over 
and have us start managing them. It’s also easy to 
consolidate a client’s prior 401(k)s and multiple IRAs. 
That has helped us build our business.  

INCSS: What about the ongoing level of service 
you receive?

LN: That has been one of the big “aha” surprises. The 
support we continue to receive still makes us feel terri� c 
about Schwab. Whoever we talk to there is helpful. Prior 
to Schwab, we sometimes found service people who 
viewed our questions or phone calls as a problem, not as 
an opportunity to provide help. My team’s experience with 
Schwab has been one where their information is accurate 
and they sincerely want to help us with our issues or 
questions. I appreciate that tremendously.

INCSS: Any other takeaways for advisors 
considering a move to independence? 

LN: I have three. First, I now feel like I have found 
my community, which I never felt when I was with the 
broker-dealer. As an RIA, I’ve found that the other RIAs 
I meet through Schwab always want to learn and will 
always share, and they approach taking care of clients 
the way I do, from a moral and ethical point of view. 
Second, I never have to apologize to clients anymore 
for any perceived, hidden, or even unintended con� icts; 
our business is completely independent and the client 
is the only one for whom we work, period. Finally, 
independence makes a lot of sense for my clients and 
me; I’m sorry I didn’t make the move earlier. 

This is a sponsored special feature developed by the InvestmentNews Content Strategy Studio and supported by Charles Schwab.

To � nd out what going independent could mean for you, visit advisorservices.schwab.com/goindependent.

Schwab does not supervise investment advisors and takes no responsibility to monitor the services they provide. Schwab Advisor Services™ includes the custody, trading, and support services of Charles Schwab & Co. 
(Member SIPC). (1218-8N80)

LAURIE NARDONE
Managing Principal 

Shira Ridge 
Wealth Management  
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 “When I left my broker-dealer it wasn’t a  

light decision, but I wanted the freedom  

and control that comes with running an 

independent RIA. And now we’re at $120 

million in AUM. When you do the right thing  

for your clients, it just works. Our Schwab 

team has helped us build a business with  

our vision in mind.”

We made the move to full independence  

with $45 million in AUM.

Here’s Why.

Charles Schwab is proud to support more independent advisors of all  

sizes and their clients than anyone else.

Learn more at advisorservices.schwab.com or call 877-687-4085

Laurie Nardone–Shira Ridge Wealth Management

Results may not be representative of your experience. Shira Ridge Wealth Management is not owned by or affiliated with Schwab, and its personnel are not employees or agents of Schwab. This is not a referral to, endorsement or 
recommendation of, or testimonial for the advisor with respect to its investment advisory or other services. Schwab Advisor ServicesTM serves independent investment advisors and includes the custody, trading and support services  
of Schwab. Independent investment advisors are not owned by, affiliated with, or supervised by Schwab. ©2018 Charles Schwab & Co., Inc. (“Schwab”). All rights reserved. Member SIPC. (1218-8341) ADP105222-00
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T here are about 2,700 different 
rules that govern Social Secu-
rity benefits, but two of them 

stand out as the most confusing 
and unfair — at least according to 
the subset of workers and family 
members who are subject to them.

About a quarter of employees 
of state and local governments — 
including public school teachers, 
first responders and civil servants 

in select states — as well as 
federal employees hired be-
fore 1984 do not pay FICA 
taxes on their earnings and 
therefore do not qualify for 
Social Security benefits. 
But many of them are eligi-
ble for Social Security ben-
efits based on their work in 
the private sector or as a 
spouse or surviving spouse 

of a worker who is entitled 
to benefits.

In many cases, retirees 
and their financial advisers 
are shocked to discover that 
those Social Security bene-
fits can be reduced or even 
eliminated if those retirees 
also receive a public pension 
based on work where they 
did not pay FICA taxes.

The Windfall Elimination Pro-
vision applies to workers with 
non-covered public pensions who 
also worked at least 10 years in the 
private sector and are eligible for 
Social Security benefits on their 
own earnings record. A good way 
to remember this rule is to focus on 
the “w” as in worker and windfall.

The WEP can reduce such work-
ers’ Social Security benefits by up 
to half of the amount of their pen-
sion, but by no more than $447.50 
per month in 2018. For example, if 
a retired public employee receives 
a pension of $3,000 a month and is 
entitled to a Social Security benefit 
of $1,000 per month, his Social Se-

curity benefit would be reduced by 
the maximum $447.50 to $552.50 per 
month. 

A separate rule — the Govern-
ment Pension Offset (GPO) — ap-
plies to spouses and widows or 
widowers, as well as ex-spouses 
and surviving ex-spouses, who 
were married at least 10 years be-
fore divorcing (and who did not re-
marry before age 60). 

LOWER SPOUSAL BENEFITS
The GPO can reduce a Social Se-
curity spousal or survivor benefit 
by two-thirds of the amount of the 
government pension, with no dollar 
limit. So if a retired public school 
teacher in one of the 15 affected 
states has a pension of $3,000 per 
month, her potential Social Securi-
ty spousal or survivor benefit could 
be reduced by $2,000 per month 
(two-thirds of $3,000). That would 
wipe out any spousal benefit and 
significantly reduce or even elimi-
nate most survivor benefits. 

A spousal benefit is worth up to 
50% of a worker’s full retirement 
age benefit amount if the spouse 
claims it at full retirement age or 
later. A survivor benefit is worth 
up to 100% of what the deceased 
worker was collecting or entitled to 
collect at time of death, including 
any delayed retirement credits, if 
the surviving spouse is at least full 
retirement age.

There are a dozen states where 
public employees are not covered 
by Social Security: Alaska, Califor-
nia, Colorado, Connecticut, Illinois, 
Louisiana, Maine, Massachusetts, 
Missouri, Nevada, Ohio and Texas. 
In addition, employees of certain 
local governments in Georgia, Ken-
tucky and Rhode Island do not par-
ticipate in Social Security.

HIRING DATE
Federal employees hired before 
1984 who participate in the Civil 
Service Retirement System also 
are affected by WEP and GPO 
rules. So are people who receive a 
pension from an employer in a for-
eign country. 

Federal employees hired after 
the Social Security reform legisla-
tion of 1983 pay FICA taxes as part 
of the Federal Employees Retire-
ment System and are not affected 
by the WEP reductions. Neither are 
railroad retirees whose only pen-
sion is from railroad employment.

The triggering factor for ben-
efit reductions is the receipt of a 
non-covered pension, so it is possi-
ble for someone to claim unreduced 
Social Security benefits first and re-
duced benefits later once their pen-
sion begins. And don’t think you can 
skirt the rules by collecting the pen-
sion in a lump sum. The Social Se-
curity Administration will calculate 
the annuity value of the pension and 
apply the offsets accordingly.

There are some escape hatches 
to these offset rules, including work-
ing longer and paying FICA taxes at 
the end of a public service career.

(Questions about new Social 
Security rules? Find the answers 
in my ebook at InvestmentNews.
com/MBFebook.)

Mary Beth Franklin, a certified 
financial planner, is a contributing 
editor to InvestmentNews.  
mbfranklin@investmentnews.com 
Twitter: @mbfretireproExplore our risk-aware approach at mfs.com/fixedincome. ©2018 MFS Investment Management 39791.1
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H
ere’s one I haven’t heard 
before. 

I received a question 
from a � nancial adviser 
wondering if he could help 

his client reduce his required min-
imum distribution burden and the 
resulting tax on his $2 million indi-
vidual retirement account by using 
the Joint Life and Last Survivor 
Expectancy Table (IRS Publication 
590-B, Table II). 

The client was age 72 and his 
wife was 48. That table would pro-
duce a joint life factor of 36.6 years, 
resulting in a $54,645 RMD. If he 
had to use the regular Uniform 
Lifetime Table (Table III), that fac-
tor would be 25.6 years, producing 
an RMD of $78,125: $23,480 higher, 
or a whopping 43% increase in tax-
able income!

However, there was a problem. 
The client didn’t want his wife to 
actually be the named bene� cia-

ry, but he 
did want to 
use the joint 
table and 
save on the 
taxes. So 
his plan was 
to name his 
wife as the 
beneficiary 
on Dec. 27 
and then 
remove her 
as the ben-
e� ciary on 
Jan. 3 next 
year. He 
thought that 
if she was 
the named 
benef ic ia -

ry on the last day of the year, he 
would qualify to use the joint table 
and signi� cantly lower his RMD 
tax bill.

That won’t work, not to men-
tion what would happen if he 
died during those few days over 
New Year’s when his wife was the 
named bene� ciary. Then she would 
inherit his IRA, which he did not 
want. 

SOLE BENEFICIARY
To qualify to use the joint table, the 
spouse must not only be more than 
10 years younger than the IRA 
owner but be the sole bene� ciary 
for the entire year.

After I told him that, he had a 
follow-up idea. What if he named a 
quali� ed terminable interest prop-
erty trust as the bene� ciary, where 
his wife would be the income ben-
e� ciary but after her death the IRA 
funds would go to his other bene-
� ciaries? 

That won’t work either because 
in that case the spouse is not con-
sidered the sole bene� ciary, even 
though she is the bene� ciary of 
the trust. A discretionary trust also 
would not qualify since the spouse 
may not be the sole bene� ciary. 

One strategy that would work is 
if the IRA bene� ciary were a con-
duit-type trust in which the spouse 
would receive the RMDs each year 

and be considered the sole bene� -
ciary, assuming the trust also met 
the requirements of a so-called 
“see-through” trust. But again, she 
might be entitled to all of the IRA 
funds, which he did not want.

The majority of IRA owners 
will use the Uniform Lifetime Table 
to calculate their annual required 
minimum distributions. Regard-

less of who the bene� ciary is (even 
if the estate is the bene� ciary), that 
table assumes that the bene� ciary 
is 10 years younger than the IRA 
owner and those two ages are built 
into the table.

Only when the spouse is more 
than 10 years younger than the 
IRA owner and the spouse is the 
sole bene� ciary of the IRA for 

the entire year will the age of the 
spouse also be used to determine 
the life expectancy factor for the 
year. In this case, the IRA owner 
can use the Joint Life Expectancy 
Table instead of the Uniform Life-
time Table and take advantage of 
the lower RMDs and the reduced 
tax bill. 

SPOUSE’S DEATH
If the spouse dies during the 
year, the IRA owner can still use 
the Joint Life Expectancy Table 
for that year only. In subsequent 
years, the Uniform Lifetime Table 
must be used. If the IRA owner di-
vorces the spouse during the year 

and names a different bene� ciary 
for the IRA account that year, then 
the IRA owner must use the Uni-
form Lifetime Table for calculating 
their RMD for that year and all 
subsequent years. 

A marriage to a new spouse 
who is more than 10 years young-
er and is a sole bene� ciary would 
allow the IRA owner to go back to 
using the Joint Life Expectancy 
Table.

Ed Slott, a certi� ed public accoun-
tant, created Ed Slott's 2-Day IRA 
Workshop and Ed Slott's Elite IRA 
Advisor Group. For more informa-
tion, visit www.IRAhelp.com.

>10
NUMBER OF YEARS 
THE SPOUSE MUST 
BE YOUNGER THAN 
THE ACCOUNT 
HOLDER TO QUALIFY 
FOR USING THE IRS’ 
JOINT TABLE TO 
CALCULATE RMDS

A younger spouse can lower RMDs
Depending on the age span, the IRA owner can use a different IRS table
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BROKER-DEALERS

Protocol or not, brokers think of leaving
BY BRUCE KELLY

THE UNCERTAINTY created by 
large firms pulling out of a bro-
kerage industry agreement that 
makes it easier for financial ad-
visers to move to a new employer 
has had little effect on advisers’ 
thinking about leaving the bro-
kerage industry, where they typ-
ically are employees and charge 
commissions, to become regis-
tered investment advisers, where 
they may own their practice and 
charge fees, according to Schwab 

Advisor Services. 
Last year, Morgan Stanley and 

UBS Financial Services upended 
the wealth management industry 
by withdrawing from the agree-
ment, dubbed the protocol for bro-
ker recruiting. The move was a de-
termined effort by the wirehouses 
to hold on to more of their brokers. 

A new survey, “Spectrum of 
Advisor Independence Study,” con-
ducted by Schwab Advisor Ser-
vices, which serves RIAs, questions 
whether such moves to scrap the 
protocol have been successful. 

According to the survey of 152 
financial advisers who have con-
sidered becoming independent 
registered investment advisers, 
the majority, 66%, said they basi-
cally have no opinion about the po-
tential impact of the broker proto-
col on advisers’ seeking new forms 
of employment. 

SLOW DOWN, SPEED UP
Sixteen percent of the advisers 
surveyed said the withdrawals 
from the broker protocol would 
slow down adviser moves or de-

crease the number of advisers 
moving. 

Just 9% of advisers said that 
widespread uncertainty around the 
broker protocol will speed up or in-
crease adviser movement, while the 
same portion said the uncertainty 
about the protocol would have no 
impact on advisers moving from 
Wall Street banks and wirehouses 
to much newer and smaller RIAs.

The study concludes that the 
changes in the broker protocol 
have had largely a neutral im-
pact on advisers’ moves to RIAs. 
Sixty-six percent of advisers said 
that recent changes in the protocol 
have made no difference in their 
interest in moving from a bank 
or wirehouse to an RIA, while 
73% said the changes would have 
no impact on the timing of any 
change of employers in the future. 

One adviser agreed with the 
study’s conclusions. 

“I think the protocol has been 
less of an issue than people make 
out,” said Ryan Marcus, managing 
director at Aurora Private Wealth, 
an RIA with $248 million in assets 
held in custody at Schwab. “Advis-
ers have been transitioning from 
before the document ever existed. 
Advisers will continue to leave 
firms that are non-protocol and 
join firms that are non-protocol.”

Mr. Marcus was speaking at 
a press event last Wednesday in 
New York sponsored by Schwab 
to promote the study. The Auro-
ra Companies collectively are re-
sponsible for overseeing close to 
$4 billion, the company said.

bkelly@investmentnews.com 
Twitter: @bdnewsguy

Few see firms’ withdrawals from the agreement as stymieing moves
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Private equity wants BDC rules eased
BLOOMBERG NEWS

APOLLO GLOBAL MANAGEMENT 
and Ares Management are among 
the private-equity titans that scored 
a victory earlier this year when 
they persuaded Congress to let 
lending companies they control 
ramp up risk.

Now, as lawmakers engage in 
frantic negotiations to avoid a gov-
ernment shutdown, the industry is 
back in Washington seeking more.

At issue are business develop-
ment companies, which provide 
loans to small- and medium-size 
businesses and are part of a pri-
vate-lending boom that’s exploded 
since the 2008 financial crisis.

As Congress debates year-end 
legislation to fund federal agencies, 
BDCs are urging lawmakers to add 
a measure that benefits their indus-
try. The push is part of a broader 
lobbying campaign to get regula-
tors to ease rules.

Congress has already shown it’s 
willing to help BDCs, which have 
financed a number of businesses in 
politicians’ home states that strug-
gled to get loans from banks. In 
passing an earlier spending bill in 
March, lawmakers attached a pro-
vision that allowed BDCs to double 
their leverage — in other words, 
borrow more money to fund loans. 
While that change could make 
the companies more profitable, it 
would also exacerbate losses if the 
businesses they lend to default.

COMPLICATED REGULATIONS
In recent months, Apollo and Ares 
have set their sights on the Secu-
rities and Exchange Commission. 
They want the agency to remove 
what they say is a key hurdle to 
BDC growth: Complicated regula-
tions that make it difficult for mutu-
al funds and other big money man-
agers to invest in the companies.

As part of the industry’s cam-
paign, it’s urging lawmakers to add 
a measure to the end-of-year fund-
ing bill that would force the SEC’s 
hand, according to lobbyists and 
congressional staffers. But there are 
risks. Revamping SEC rules could 
expose more investors — including 
retirement savers — to the indebted 
businesses that BDCs lend to.

“The nature of the BDC model is 
to take credit risk, and at the next 
downturn, losses will absolutely 
pick up,” said Jason Arnold, an an-
alyst at RBC Capital Markets who 
follows BDCs.

Apollo, Ares, KKR & Co., Black-
Rock Inc. and Goldman Sachs 
Group’s asset management unit 
operate some of the biggest BDCs. 
The money managers profit by 
charging BDC investors fees for 
overseeing the companies’ loan 
portfolios. BDCs manage a com-
bined $97 billion, more than double 
their assets five years ago.

“The growth of private lending 
is good public policy — providing 
needed capital to middle market 
companies that drive GDP growth,” 
Joseph Glatt, Apollo BDC lawyer, 
and Joshua Bloomstein, Ares BDC 
attorney, said in a joint statement.

A big portion of the cash used 
to finance loans is raised by list-
ing BDCs on stock exchanges, 
where mom-and-pop investors can 
purchase their shares. Some of 
the largest public BDCs carry the 
names of their private-equity back-
ers, such as Ares Capital Corp. and 
TPG Specialty Lending Corp.

Yet as a result of the SEC rules, 
if mutual funds buy stock, they have 

to include BDC operating expens-
es in the expense ratios that funds 
must calculate and disclose to pro-
spective investors. Because that 
would force mutual funds to over-
state their costs, the BDC industry 
says most funds shun their shares.

EQUITY INDEXES
Adding to frustrations is that the 
SEC regulations have a similar 

impact on the expense ratios of 
broad equity indexes like those op-
erated by Standard & Poor’s and 
Russell. So indexes exclude BDCs, 
further restricting investment be-
cause many mutual funds and ex-
change-traded funds are set up spe-
cifically to track benchmarks.

In September, Apollo and Ares 
wrote a letter to the SEC laying out 
why they think BDCs should be ex-
empt from the regulations, known as 
acquired fund fees and expense rules.

The rules are “misleading and 
materially overstate” operating 
costs, Mr. Glatt and Mr. Bloomstein 
said in their statement, speaking on 
behalf of a BDC trade group they 

founded. 
Rep. Steve Stivers, an Ohio Re-

publican who’s sponsored legis-
lation that would require the SEC 
to reexamine it rules, said there’s 
a good chance Congress will give 
BDCs relief in the year-end spend-
ing bill because the issue isn’t “con-
troversial.”

Private-equity firms have given 
lots of money to politicians over the 
years, and that should help them 
get what they want on BDCs, said 
Isaac Boltansky, a financial regu-
lation analyst at Compass Point in 
Washington. 

“Muscle and money always 
helps,” he said.

Industry is lobbying to include SEC changes in year-end spending bill
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Covering unpaid awards
BY MARK SCHOEFF JR.

WHO SHOULD BE on the hook 
when brokers fail to pay arbitra-
tion awards? Interested parties 
speaking before the SEC Investor 
Advisory Committee last Thurs-
day disagreed on the answer.

The head of a securities law-
yers group told the panel that too 
many awards go unpaid and that 
the entire brokerage industry 
should fund a payment pool, with 
higher-risk firms ponying up the 
most money.

“By shifting the cost of mis-
conduct back to the industry, it 
will have an incentive to regulate 
its members and weed out the 
misconduct, which should result 
in less harm to investors over the 
long term,” said Christine Lazaro, 
president of the Public Investors 
Arbitration Bar Association, and a 
professor of law at St. John’s Uni-
versity and director of its Securi-
ties Arbitration Clinic.

AMOUNT AT STAKE
From 2012 through 2016, the 
amount of unpaid arbitration 
awards has ranged from a high of 
$75 million in 2013 to a low of $14 
million in 2016.

Ms. Lazaro said one option for 
funding a pool to pay these awards 
would be through an assessment 
on Finra firms, with those engag-
ing in high-risk behavior paying 
more. An alternative option would 
be to use Finra fine money, an 
approach at the heart of legisla-
tion introduced by Sen. Elizabeth 
Warren, D-Mass. Ms. Lazaro said 

Finra fines easily exceeded un-
paid arbitration awards from 2014 
through 2016.

But Richard W. Berry, Finra ex-
ecutive vice president and director 
of its arbitration system, cautioned 
that allocating fines toward an ar-
bitration pool would hurt other 
Finra programs.

“Our fine money is going for in-
vestor protection already,” he told 
the SEC panel.  

Robin Traxler, senior vice pres-
ident and deputy general counsel 
at the Financial Services Institute, 
said establishing a fund would en-
courage reckless behavior by rogue 
brokers who know they wouldn’t 
have to pay the awards and hurt 
honest firms that finance the fund. 

She also said forcing firms to 
pay higher insurance rates or in-
crease their net capital would bur-
den small brokerages.

Instead, she suggested banning 
bad brokers not only from the 
brokerage industry — which the 
Financial Industry Regulatory Au-
thority Inc. does when they don’t 
pay arbitration awards — but also 
from investment advisory and in-
surance firms through Finra coor-
dination with the SEC and state in-
surance and securities regulators.

“This would effectively make it 
impossible for the bad actors to in-
cur an unpaid award and then sim-
ply go work in the investment advi-
sory or insurance industries, where 
they would continue to have access 
to investors,” Ms. Traxler said.

mschoeff@investmentnews.com 
Twitter: @markschoeff

Groups spar over pool to fund arb shortfalls

INDUSTRYISSUES

2019 budget, including curtailing 
payroll raises and spending initia-
tives. The firm is considering ways 
to try to preserve some revenue, 
such as partnering with other ad-
visers at broker-dealers who con-
tinue to receive trail commissions 
from Ohio National. A handful 
of firms, such as Morgan Stanley 
Wealth Management, appear able 
to keep their annuity trail com-
missions intact due to certain con-
tractual language in their selling 
agreements with Ohio National. 

However, Mr. Berman believes 
his firm is ultimately “just going 
to bite the bullet” and continue 
advising clients despite the lost 
revenue.  

“This is a test,” Mr. Berman 
said. “We pride ourselves on act-
ing in the best interest of our cli-
ents. That’s easy to do when your 
interests and theirs coincide; it’s 
perhaps more important to do 
when they don’t.”

Ohio National last month be-
gan offering buyouts to variable 
annuity clients with GMIBs, giv-
ing them a monetary incentive 
for cashing in their annuities. 
Many will require sound advice in 
weighing their options.

Mr. Holsworth is analyzing cli-
ent contracts to determine if some 
clients should take the deal, which 
is being offered through mid-Feb-
ruary.

One factor he’s considering in 
his reasoning — aside from an-
nuity income, fees and the buyout 
amount, for example — is his ero-
sion in confidence in Ohio Nation-

al. If the firm can turn off annuity 
trail commissions for advisers, will 
the insurer renege on annuity guar-
antees in the future, he said.

“I think it’d be naive to think 
everything will just be as it was,” 
he said. “To not acknowledge the 
fact that things have changed is 
crazy.”

MOVING OUT
One adviser, who wished to remain 
anonymous, said most of his cli-
ents have moved out of their Ohio 
National variable annuities by tak-
ing buyout offers or exchanging 
them for other insurers’ annuity 
products. 

The adviser, who’s 60 years old, 
said this is especially true for some 
younger clients. Since the adviser 
is planning to retire in about three 
years, he’s afraid they will be stuck 
with a complicated annuity product 
and won’t be able to get another 
adviser to provide guidance on it, 
since those advisers wouldn’t be 
paid for their advice.

Some investor advocates are 
concerned about conflicts of inter-
est for advisers put in the position 
Ohio National has configured, 
such as those who recommend 
taking the buyout on a product 
they'll no longer be paid on to free 
up that money to be invested else-
where that does pay — whether 
it's the best option for the client 

or not. Or those who start taking 
commissions upfront — out of 
fear of more insurers cutting trails 
— possibly having less incentive 
to advise clients on the product 
over its long life.

Angela Meehan, a spokeswom-
an for Ohio National, said all ad-
visers will continue to have access 
to client information and trans-
actional data, and will be able to 
continue to service them.  

Some advisers are hoping reg-
ulators will intervene or judges 
will rule against Ohio National 
and restore the commissions. In 
addition to Mr. Browning’s case, 
two independent broker-dealers 

have class-action lawsuits in fed-
eral court and two have filed Finra 
arbitrations.  

Michelle Ong, a spokeswoman 
for the Financial Industry Reg-
ulatory Authority Inc., declined 
to comment. Robert Denhard, a 
spokesman for the Ohio Depart-
ment of Insurance, said the regu-
lator is aware of the changes Ohio 
National is implementing and will 
continue to monitor the firm to 
ensure compliance with Ohio in-
surance laws.  

“Most [advisers] are just wring-
ing their hands, waiting for some-
one to fix it,” Mr. Concilla said.   

giacurci@investmentnews.com 
Twitter: @gregiacurci
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“MOST [ADVISERS] ARE JUST WRINGING THEIR 
HANDS, WAITING FOR SOMEONE TO FIX IT.”
DENNIS CONCILLA, LAWYER 
CARLILE PATCHEN & MURPHY

petitors or to start their own RIAs. 
When asked whether the 2019 

compensation plan provided any 
type of increase for advisers who 
stayed at the firm in the face of 
its problems, Mr. Alexander said 
that the firm did not discuss in 
detail its recruiting or attrition of 
advisers. 

That struck one recruiter as a 
missed opportunity for the firm. 

"Maybe Wells Fargo could slow 

the bleeding if it had a new plan 
that gave advisers an opportunity 
to earn a few more points," said 
Casey Knight, executive vice presi-
dent of ESP Financial Search. 

OTHER WIREHOUSES 
In September, UBS Financial Ser-
vices Inc. told its more than 6,900 
financial advisers in the United 
States that they will see little to 
no change next year in how they 
are paid by the firm. 

While the status quo has pre-
vailed, for the most part, in the 
pay plans of Wells Fargo Advisors 
and UBS, advisers with Morgan 
Stanley and Merrill Lynch saw 

some changes. 
Earlier this year, Morgan Stan-

ley released a pay plan designed 
to goose its 15,000 financial ad-
visers to chase assets using new 
technology when it unveiled piec-
es of its 2019 compensation plan. 
And last month Merrill Lynch told 
its 15,000 registered reps and fi-
nancial advisers that they were 
facing the prospects of a slight cut 
in compensation in 2019, when 
the firm will begin withholding a 
small portion of advisers' monthly 
fees and commissions.

bkelly@investmentnews.com 
Twitter: @bdnewsguy
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firm, Leah Katsanis, said that Kestra 
Financial was not providing com-
ments about the matter at this time. 

A spokesman for Goldman 
Sachs, Andrew Williams, said the 
firm had no comment. 

GENSTAR
Private-equity investors have 
continued to buy independent 
broker-dealers and RIAs lately. 
Genstar Capital, which paid $1.7 

billion for Cetera and financed 
the majority of that with junk 
bonds, is one of the most promi-
nent in the space. 

According to InvestmentNews 
data, Kestra Financial last year 
was ranked the 15th 
largest independent 
broker-dealer in the in-
dustry, when counting 
total revenue. Kestra 
reported $475.4 mil-
lion in total revenue at 
the end of 2017, with 
1,876 registered reps 
and financial advisers. 
The firm's assets un-
der management were 

$75.8 billion at the time. 
Kestra clears with Fidelity's 

National Financial Services. 
Matching clearing platforms in 
a broker-dealer sale is always a 
consideration because having 

the same clearing firm 
makes the transition 
of advisers' client ac-
counts much easier. 

In August 2017, Kes-
tra Financial acquired 
the 600-rep firm H. 
Beck Inc. 

bkelly@investment-
news.com  
Twitter: @bdnewsguy

Kestra
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financial planning, digital ad-
vice, data analytics and artificial 
intelligence on the WealthDesk 
platform introduced last month, 
the Yext partnership is about “fu-
ture-proofing” how advisers find 
and acquire new clients. 

“We could very well see a not-
too-distant future where over 50% 
of searches are voice,” Mr. Jepson 
said, adding that the move from 
text-based to voice search is one 
of the key trends occurring in con-
sumer markets. 

While Morgan Stanley wants 
to maintain the current branding 
and design of its adviser websites, 
Yext will enable some new fea-
tures. Mr. Jepson said there’s a 

new editing tool to make it easier 
for advisers to add or change in-
formation on their website. 

A new integration will feed con-
tact information entered by a pros-
pect directly into Morgan Stanley’s 
client relationship management 
software, and advisers can use a 
new tool to manage and promote 
events in their communities. 

TRAFFIC ANALYTICS
Yext is also providing new capa-
bilities around traffic analytics to 
show where visitors to an advis-
ers’ websites are coming from and 
what they do once they arrive on 
the page. 

Yext launched in 2016 and did 
an initial public offering in 2017. 
The company has worked with 
banks and insurance companies, 
but the Morgan Stanley partner-
ship is its first foray into the world 
of financial advice, said Howard 

Lerman, Yext’s founder and CEO. 
Mr. Lerman said voice search is 

a way to help advisers take advan-
tage of the anticipated transfer of 
wealth from baby boomer clients 
to their children, many of whom 
will take that money to a new ad-
viser if they don’t have a reason to 
stay. 

“Sixty-one percent are going 
to be looking online to find a new 
adviser,” he said. “It’s a huge deal.” 

Morgan Stanley isn’t the only 
firm betting on voice-powered 
technology. Voice command fea-
tures were a theme at October’s 
T3 Enterprise conference, and 
Envestnet Yodlee recently demon-
strated Envision IQ, an appli-
cation that lets advisers answer 
questions about their books of 
business using Amazon’s Alexa. 

rneal@investmentnews.com 
Twitter: @ryanwneal
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ucation or their retirement are 
getting the advice that is best for 
them instead of what’s most prof-
itable for the person giving the 
advice.”

In his written testimony, Mr. 
Clayton said the SEC proposal 
strengthens investor protections 
because it requires brokers to mit-
igate conflicts of interest.

“This is a significant and criti-
cal enhancement, as today the fed-
eral securities laws largely center 
on conflict disclosure rather than 
conflict management,” he wrote. 
But some critics say the SEC pro-
posal would allow disclosure to 
satisfy mitigation.   

The SEC has received more 

than 6,000 comment letters on its 
proposal. The agency is expected 
to release a final rule by the mid-
dle of next year, but Mr. Clayton 
refused to specify a time line.

“It’s on the near-term agen-
da, and it’s a priority for me,” Mr. 
Clayton told reporters after the 
hearing.

For the moment, the SEC is at 
full strength with five commis-
sioners. But Democratic member 
Kara Stein must step down at the 
end of the year. The Trump admin-
istration has not nominated any-
one for the seat. 

Mr. Clayton declined to say 
whether he would seek a vote on a 
final advice rule prior to Ms. Stein’s 
successor joining the commission. 

“We just move forward, as things 
go,” he said.

mschoeff@investmentnews.com 
Twitter: @markschoeff
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time, but creating small groups 
helps new employees feel comfort-
able asking questions or sharing 
concerns down the road. 

This step is particularly crucial 
in finance to ensure a team’s suc-
cess. Trainees can learn together 
and have someone there to help 
them develop a successful practice. 
This strategy also gives your firm 
the opportunity to help employees 
from different backgrounds become 
actively engaged in the company 
by introducing them to committees 
they can join or outings and events 
in which they can participate. 

TRAINING MATERIALS 
Give employees the tools they 
need to succeed and feel comfort-
able. Accessibility, particularly 
in financial services, is crucial to 
bolstering your team members’ 
skill sets and helping them reach 
their goals. If an employee has an 
easier time learning in their first 
language, invest in materials that 
make that a reality for them. 

Partner them with other people 

who speak their language within 
the company who can help train 
them and make them feel at ease 
during the process. 

In addition to embracing dif-
ferent languages, make sure the 
firm provides regular check-ins 
during the onboarding process 
and ask trainees if they need any 
additional materials. All an em-
ployee may need is another few 
hours of training to be successful. 
It is up to the company to notice 
and make the difference.

MEANINGFUL MENTORSHIP
Setting up meaningful mentorship 
opportunities starts with capitaliz-
ing on the connections team mem-
bers have already created. Use the 
small teams from onboarding and 
training, and set time aside for 
them to meet periodically and pro-
vide discussion topics for career 
development, as well as time for 
conversation. 

In order to implement a mean-
ingful mentorship program at the 
company, hold these meetings 
throughout the year on the same 
day each quarter so team mem-
bers can plan ahead of time. Make 
sure they discuss opportunities 
for growth at the firm. 

The one thing that new employ-

ees at financial services firms most 
often want to know is their likeli-
hood of success. By connecting 
them with a mentor from within 
the organization, your company 
is providing an example of how 
far they can go with the firm, and 
demonstrating the company’s in-
vestment in them. In addition to 
this, more tenured team members 
will feel included in fostering di-
versity within the firm. 

INVOLVE EMPLOYEES
Take advice from your current 
team members in filling open po-
sitions. Involving them in the re-
cruiting process gives them even 
more buy-in to your firm’s goals as 
well as the team’s. 

Asking current team members 
for referrals opens the door for 
more diverse candidates from their 
communities, helping the company 
attract and retain employees from 
different backgrounds. Businesses 
can also partner with schools to 
create programs that help young 
people envision a future in the in-
dustry.

Ron Adams is assistant director 
for leadership development of 
diversity and inclusion at North-
western Mutual. 
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“Some of the smaller players 
have exited and we have been the 
beneficiary of that,” said Tim Huyck, 
chief investment officer for money 
markets at Fidelity.

Fidelity has another edge: Its 
20 million brokerage customers. 
When those clients sell securities 
and leave money in cash, it sits 
in the company’s money-market 
funds. Those deposits represent 
more than one-third of Fidelity’s 
money-fund assets.

Industrywide, expense ratios 
on large money-market funds 
average about 27 basis points, or 
0.27%, according to Crane Data. 
While their fee levels are below 
those on most active equity and 
bond funds, “it is a relatively at-
tractive business, in part because 
it is very stable,” said Kenneth 
Lee, an analyst at RBC Capital 
Markets. Fidelity’s lineup of index 
funds has very low fees, and four 
funds have no charges at all.

Fidelity has been offering mon-
ey funds since 1974, when it be-
came the first provider to allow 

customers to write checks from 
their accounts. Closely held Fidel-
ity doesn’t publicly break out rev-
enue for the segment, but Crane 
estimated it could be as much as 
$1.7 billion annually based on cur-
rent management fees.

Fidelity’s largest money fund, 
the $138 billion Fidelity Govern-
ment Cash Reserves, returned 
1.4% this year through Dec. 6 
— better than most equity and 
fixed-income funds.

“I expect money funds to rise in 
popularity, especially if they give 
stocks and bonds a run for the 
money in 2019,” said James Low-
ell, editor of the newsletter Fidel-
ityinvestor.com.

Fidelity
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“FIDELITY HAS MORE 
BUCKETS AND BIG-
GER BUCKETS THAN 
ANYONE ELSE.”
PETER CRANE, PRESIDENT
CRANE DATA
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BROUGHT TOGETHER IN ONE ETF

The ProShares S&P 500 Dividend Aristocrats ETF (NOBL) invests in the 

53 companies in the S&P 500 with at least 25 consecutive years of dividend 

growth. Since its inception in 2005, NOBL’s index has outperformed the 

S&P 500 (11.04% vs. 9.39% annual return) with lower volatility.

THE S&P 500’S BEST 
DIVIDEND GROWERS     

NOBL performance as of 9/30/18: NAV 14.81% one year; 13.03% since inception (10/9/2013); Market Price 14.83% one year; 13.02% 
since inception. Source: ProShares, Bloomberg. Performance quoted represents past performance and does not guarantee future results. 
Investment return and principal value will fl uctuate so that an investor’s shares, when sold or redeemed, may be worth more or less than 
the original cost. Current performance may be lower or higher than the performance quoted. Performance data current to the most recent 
month-end may be obtained at ProShares.com.
NOBL’s total operating expenses are 0.35%. The inception date of the S&P 500 Dividend Aristocrats Index is 5/2/2005; annualized returns and volatility are 5/2/2005 
through 9/30/2018. Each index and its ETF targets consecutive years of dividend growth as follows: 25 years for NOBL, 15 years for REGL, 10 years each for SMDV, EFAD 
and EUDV, and 7 years for EMDV. There is no guarantee dividends will be paid. Companies may reduce or eliminate dividends at any time, and those that do will be dropped 
from the indexes at reconstitution. Indexes are unmanaged and one cannot invest directly in an index. Investing involves risk, including the possible loss of principal. There is 
no guarantee any ProShares ETF will achieve its investment objective. These ProShares ETFs are diversifi ed and entail certain risks, including imperfect benchmark correlation 
and market price variance, that may decrease performance. Investments in smaller companies typically exhibit higher volatility. International investments may involve risks 
from: geographic concentration, differences in valuation and valuation times, unfavorable fl uctuations in currency, differences in generally accepted accounting principles, and 
from economic or political instability. In emerging markets, many risks are heightened, and lower trading volumes may occur. Please see summary and full prospectuses for 
a more complete description of risks. 

Carefully consider the investment objectives, risks, charges and expenses of ProShares 
before investing. This and other information can be found in summary and full prospectuses. 
Read them carefully before investing. Obtain them from your fi nancial advisor or broker-
dealer representative or visit ProShares.com.
The “S&P 500® Dividend Aristocrats®” Index is a product of S&P Dow Jones Indices LLC and its affi liates and has been licensed for use by ProShares. “S&P®” is a registered trademark of Standard & Poor’s Financial 
Services LLC (“S&P”) and “Dow Jones®” is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”) and have been licensed for use by S&P Dow Jones Indices LLC and its affi liates. ProShares 
have not been passed on by S&P Dow Jones Indices LLC and its affi liates as to their legality or suitability. ProShares based on the S&P 500 Dividend Aristocrats Index are not sponsored, endorsed, sold or promoted 
by S&P Dow Jones Indices LLC, Dow Jones, S&P or their respective affi liates, and they make no representation regarding the advisability of investing in ProShares. THESE ENTITIES AND THEIR AFFILIATES MAKE NO 
WARRANTIES AND BEAR NO LIABILITY WITH RESPECT TO PROSHARES. ProShares are distributed by SEI Investments Distribution Co., which is not affi liated with the funds’ advisor. © 2018 PSA AD-2018-3801

Visit ProShares.com to learn more
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