


| didn't say it would be easy, | said it would be worth it
-Lil Wayne

Stephanie,

Was working on some updated reports and projections, and happened to pull this chart looking at growth trends

Michael Kitces 10x growth
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Its a great testament o the power of mindset shifts and growing a team. 22

will be even larger than the vertical 2020 growth year!)

(And at the current trajectory, the growth in 2021

Just thought you'd appreciate seeing some of the fruits of coaching work. ‘22

Have a great weekend!
- Michael




The 7 Dwarfs of
Mishap Marketing

FLASHY  CHEAPY BUSY BOUNCY GRABBY GREEDY  DOUBTY

Shows up Thinks Lacks time to Shows up, gets Grabs at Focused on Doubtful and
once, expects marketing is invest in pusy, stops, everything, self, and uncertain,
results an expense marketing repeats can't say no it's obvious procrastinates
like a Yo-Yo
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SOUT THE RESEARCH

« 2022 Kitces Research Study on
"How Financial Advisors Actually Market Their Services”

Almost 500 advisors completed the full-length questionnaire
Average age: 49

65% held CFP certification

57% were RIA (39% broker-dealer or insurance)

/5% male

?4% white

More financial planning-inclined (they read Nerd's Eye View!)
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WHAT WOULD YOU PAY?

« Gary and Jennifer have just sold their
nursery & landscaping business for 1M

* They're looking for a holistic
financial advisor to guide them
in the next stage of life

« Assuming Gary and Jennifer will pay
~310,000/year in fees and work with
you for the long term...

How much would you spend in
Marketing & Sales S$S to get them
as clients?
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WHAT IS A CLI

-NT WO

RTH?

$10,000/year in advisory fees

Average client tenure: 1/ 5% = 20 years

Lifetime client revenue: 20 x S10,000 = S200,000

Annual profit margin: 30% ($3,000)

Lifetime client value (20 years):

30% x $200,000:=$60,000



WHAT IS A CLIENT WORTH?

Lifetime Client Value

e Lifetime client value

* At 30% margins:
* 30% x $200,000 = S60,000

* At 60% margins:
« 60% x $200,000 = $120,000

30% Margin T 60% Margin T 60% Margin
5% Retention 95% Retention 97% Retention
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If the Lifetime Client
Value = S60,000

30% margins,
5% retention

What is a reasonable Client
Acquisition Cost = 7727




MARKETING FORMULA

SUCCESS D m :
{ R

THE ESSENTIAL FORMULA FOR ADVISORY
FIRM BUSINESS GROW TH

LCV > CAC

Lifetime Client Client Acquisition
Value Cost



THE J CURVE OF PROFITABILITY

« What if you spent ‘just” the first year's revenue?

CUMULATIVE PROFITABILITY OF
AN ONGOING FINANCIAL PLANNING CLIENT




You Can GROW BROKE!

e In the long run, it pays very wel/to spend $10,000 to get o
S client

* In the short-term, you'll go bankrupt
"""" S —— « Because it takes 4+ years to break even!?

« Still, every $10,000 spend for a ST client
oroduces a 6X return!

* IRR over 30 years = 30%+ with market growth!
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* The average advisory firm spends 2% to 3% of revenue on
marketing.

« Why?

« 1) We don't recognize the economics of LCV (and
underspend)

« 2) We're marketing inefficient (which amplifies growing
broke)

e 3) We're resource-constrained (not scalable)
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 Total Marketing Spend: $85,000
* # of new clients last year: 12

» Client Acquisition Cost: $85,000
/12 = S7,083/client

e Lifetime client value of
S500,000 AUM =

S5,000/yr x 20 yrs x 30% margins
= S30,000

First-year profitability:
- 32,083 ®
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Client Acquisition Cost by Practice Size

$719

Stage 1

$4,056

All practices $250,000+
Practice Revenue Range

Stage 5

.......
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HOW DO S TANDOUT ADVISORS ACTUALLY
MARKE 1.2

Hard Dollars & Advisor Time by Practice Size
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Stage 2 Stage 3 Stage 4
S250k-S499k S500k-S749k S750k-$149m

m Hard Dollars  m Cost of Advisor Time







Marketing %.Of
Strategy AdVI.SOI'S
Using
Client Referrals 93%
COls 60%
Social Media 1%
Networking 36%
SEO 29%
Blogging 28%
Webinars 22%
Drip Marketing 20%
Videos 19%
O e Ad 7%
Client Appreciation 7%
15%
| N
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Marketing %.Of
Strategy AdVI.SOI‘S
Using
Podcasts 12%
Dire e 9%
P edia AG 9%
O ® /%
g A Boo 4%
osted Radio Sho 4%
odial Referra 4%
Radio Commercials 3%
P ased 2%
elemarketing 2%
O ercia 1%
e




WHAR GENERATESICOSIFEEFEC LIVE CLIENTS

Marketing Aggregate Marketing Aggregate
Strategy CAC Strategy CAC
51,271 $6,603
Client Referrals S3,334 Sponsorships S6,728
53,367 $7,585
Onlme Adwsor 33403 Direct Mail S12,549
=llss $13,858
Drip Marketing S3,830 Serminars $19.977
I s28.75
Solicitors S5,091

Upfront or ongoing marketing costs



WHAT'S MARKE TING EFFICIENT?

Efficiency

Marketing Strategy | Efficiency Marketing Strategy

Drip Marketing Seminars
2.2

Client Referrals Podcasts

Social Media

COls 1.7
Online Ads 1.3

Sponsorships 1.3
1.2

Networking
Videos

ol|o|o o|o
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Direct Mail

Blogging

Webinars

Online Advisor Listings

Upfront or ongoing marketing costs



HOW DO STANDOUT ADVISORS ACTUALLY
MARKEL?

Practice-Wide Marketing Efficiency
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Stage 2 Stage 3 Stage 4 Stage 5
S250k-$499k S500k-S749k S750k-$1.49m S1.5m+

B High-Growth Others




HOW DO STANDOUT ADVISORS ACTUALLY
MARKET?

2021 Revenue Due to Client Referrals:
High-Growth vs. Others

100%

90%

80%
70%
60%
60%

50%
40%
30% 30% 33%
0% 27%
10%

0%

Stage 1 Stage 2 Stage 3 Stage 4 Stage 5
<$250k $250k-S499k S500k-S749k S750k-$1.49m S1.5m+

Percentage Of
New Client Revenue

42%

High-Growth m®Others

LIMITLESS
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. Smaller High
‘ LQE Growth Practices

Online Advisor
Listings
Third Party Solicitors
General Networking

High Growth
Practices of Any

Size

3 | [

CQOls
SEO

Blogging
Seminars

Podcasts

Larger High-

Growth Practices

Webinars
Drip Marketing
Videos
Online Advertising

Sponsorships






KEY TAKEAWAYS

Figure out your Lifetime Client Figure out your Client Acquisition
Value Cost

» Determine Total t/ime spent on Sales +
Marketing

Attrition Rate = 1 - Retention Rate

Average Tenure =1/ Attrition Rate  Soft Cost = Total Time x S/hour Rate

Lifetime Client Revenue (LCR) =

Revenue/Client x Average Tenure « Hard Cost = Total hard dollar spend on

Sales + Marketing

I_ifetime Client Value = LCR x Profit « Total Marketing Cost = Soft Cost + Hard
Margin Cost

» Client Acquisition Cost = Total
Marketing Cost / # of New Clients



	Slide Number 1
	Slide Number 2
	The 7 Dwarfs of �Mishap Marketing
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Slide Number 22
	Slide Number 23
	Slide Number 24
	Slide Number 25
	Slide Number 26
	Slide Number 27
	Slide Number 28
	Slide Number 29

