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INTRODUCTION

My name is Phil Chiricotti and I am the President of the Center for Due Diligence, an independent consulting/research organization specializing exclusively in full service 401(k) program competitive analysis for the trade.

The CFDD has been in the competitive analysis business for about a decade, but I was a broker for almost twenty years before that.

Having been around the block in this business, my company rarely goes to conferences because the top producing retirement plans specialists generally don’t attend these events.

I am, however, glad to be here today because ASPA has done a great job with the agenda and many top producing specialists are also here.  ASPA also has a real opportunity to develop an additional   franchise for the top producing retirement plans specialists and there is a real need for that group.

If ASPA gets the “right” people involved, the new franchise could be the most influential group in the industry and the CFDD will certainly support that franchise.  Indeed, the collective brain power of the 5-10% that are totally competent would be far more powerful  than the “M” Group. 

Presentation Material

The handout material we prepared for you today is a detailed roadmap of what some smart people think brokers should be doing, but I am going to digress from my comments due to a lack of time.

I could easily add another dozen pages to the handout, but it’ simply not possible to talk about “Maturity, Consolidation & Marketing” in one hour.

We are, however, going to expand the presentation in the days ahead and if you would like a copy of the revised material, e-mail us through our website at CFDD@401kduediligence.com.

We may not have much time for questions, so you can also post them via the “Broker Forum” on the CFDD’s website, http://www.401kduediligence.com, and we will try to answer them.
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EXECUTIVE SUMMARY:

The Competency Factor

Quality individuals can always make a difference and there will always be a market for quality work, but only 5-10% of the people in any profession are totally competent.

Going to school, hanging out the shingle and climbing the corporate ladder are noteworthy accomplishments, but they don’t guarantee competency, honesty or ethical behavior.

Unfortunately, incompetence at the top of an organization drives out competence in the ranks and precludes productivity at all levels.

The 5-10% are indeed a special group and brokers should identify, network, support and form alliances with the totally competent at all levels of the retirement plans industry.

It’s also worth noting that there aren’t any “outside experts” in any industry, but outsiders often influence decision makers.  Outsiders also market their services, loaded with the latest buzz words, to senior management.

There is a lot of talent in the retirement plans industry, but a big percentage of that talent is in the trenches with the top producing specialists and seasoned wholesalers.  The high level of broker and wholesaler expertise has, however,   never been recognized by the industry or the trade media.

Networking 

The retirement plans business is an ugly business that gets more challenging and demanding everyday, but networking with the totally competent can make a big difference.

The retirement plans industry is clearly maturing, but providers are still not meeting the needs of the top producing specialists.  If the needs of specialists have not been met after all this time, providers are unlikely to meet them in the future.

The CFDD has recognized the need for brokers to network with other top producing specialists and providing the platform for brokers to network with each other will be an integral part of our business model in the future.

Broker networking is also a very real, but unrecognized trend in the retirement plans industry.

Maturing Markets

My initial comments may seem less than positive, but stay with me because  the top producing specialists and the providers that identify, target and support them could find the years ahead quite lucrative.

The economy has slowed, the 25-year bull market in U.S. equities peaked a few years ago, multiples are constricting and we could be facing a sideways market with real risk.

Rather than dwell on factors we can’t control, brokers should focus on what helps them sell, maintain business and cross-sell, but assets drive our business and proprietary product drives pricing.

As noted, assets drive our business and as a result, we can’t ignore the 100 million people that have been bred to hate America, prefer death to life and are gaining access to lethal weaponry.

The U.S. retirement plans market is huge, but as a result of changing conditions, the investment models and business practices that worked during the “Ozzie & Harriet” era may be less productive in the future.

In addition to an unstable/uncertain geopolitical climate, a sloppy economy and a sideways   equity market with risk, we are also faced with the following industry specific conditions:  

· DC Plan Formations Have Topped

· Plan Assets Are No Longer Growing

· Distributions Are Increasing As A Percentage Of Assets

Distributions as a percentage of plan assets may, however, reverse for a few years because a lot of people that planned to retire early can no longer afford to do so.   

AIM’s John Cooper also feels the new pension legislation could attract $200 billion plus in new assets over the next 10 years, including retirement plans, IRAs and 529 plans. 
In addition, sponsors are more demanding, but they are also less loyal and retirement plan assets are much less sticky than in the past.  More brokers are also presenting themselves as experts and the cost of technology and distribution continues to increase.

In summary, the landscape forces one to conclude that the retirement plans industry is maturing and is now more competitive and challenging than ever before.  

Consolidation

A mature economy and a mature retirement plans market also means that brokers and providers can no longer hide their sins and inefficient business practices behind bull markets.

The ability to report a loss on income statements has also diminished and more providers, with and without scale, will be exiting the full service business in the years ahead.

The potential for consolidation type business at the provider level is, however, far greater than generally recognized.

Consolidation is an interesting subject because if providers had made the right product decisions and employed the right marketing strategies, the retirement plans industry would have already consolidated.

The large plan market has, however, already consolidated, but the small plan market may never consolidate.  The door is also wide open in the mid-market because no provider has put it all together.

The mid-market, plans with $3-50 million, will be consolidated by a handful of providers, but there will also be a number of second tier consolidators and brokers will continue to do business with multiple providers.

Providers will not, however, be able to gain market share in the middle market without broad, registered rep type, broker-sold distribution.   Broker-sold payroll company providers also have the potential to gain market share.

The basic stuff that always worked still works today, but very few providers have done a good job with the basics.  

New approaches like e-wholesaling and non-specialist wholesalers will end up in the black hole of failed ideas along with non-broker delivered advice, web-based infomediaries, those focusing on the small plan market and a host of other approaches  too numerous to mention.

Management, strategy, execution, infrastructure, distribution and developed product remain the path to success, but most providers lack marketing strategy.  Most providers also continue to squander limited resources and would   be better off outsourcing their marketing departments.

Identifying, targeting and allocating primary resources to the top producing specialists is the only strategy that works, but few providers have pursued this strategy.  

Some providers are, however, starting to pursue this path and its further indication of a consolidating market.  The really savvy providers, like the FIIS Group, are also now asking the top-producing specialists for wholesaler candidates.

Wholesaler hiring is very subjective, but success is not possible without hiring the "right" wholesalers and targeting the "right" brokers with the "right" message.

Again, the potential for consolidation business is huge and many providers could easily double their business, but most providers are comfortable where they are and demonstrate no burning desire to grow sales.

Most providers failed to meet their sales goals, but the majority of top producing specialists reported an increase in business during 2001 and   their   year-to-date business is also ahead of last year. 

The top producing specialists are generally too busy to attend conferences, but specialists are increasingly trying to network with other specialists and as mentioned, this is a growing trend that has not been recognized.

The Top Producing Specialists

The CFDD maintains a proprietary list of top producing retirement plans specialists that currently totals about 1,400, but there are probably another 500 we have not yet identified.

A number of providers have obtained this list from us in the last few months, but the majority of providers still don’t know who their primary customers are.  

There are about 350,000 registered reps,   some are insurance agent types, but less than 2,000 of these brokers write the majority of retirement plans business in the $3-50 million mid-market.  

The consolidators are already on the beaches and providers that don’t identify, target and allocate their primary resources to these specialists will not participate in consolidation.

Providers certainly need developed product, but few can distinguish themselves with performance, recordkeeping is often perceived as a commodity and education has become generic.  

One of the few ways left for providers to distinguish themselves is how they interact with brokers and brokers must get their share of value-added resources because retirement plans specialists get very little, if any, support from their broker-dealer.

Broker Of Record Consolidation

We have already noted the opportunity for consolidation at the provider level, but the potential for consolidation at the broker of record level is enormous.

Most plans have been sold by generalists and a broker’s first objective with a new prospect should be to replace the current broker of record and get paid, not replace the program.  Indeed, a good broker can improve a bad program.  

The consolidation opportunities are very real, but brokers will have to commit, specialize and “visibly” demonstrate their expertise and added value to capture takeover business.

Generalists don’t need to know anything, but specialists need to know everything and like sponsors, brokers do business with people they like, trust and respect.

Specialists also want to do business with specialists and while there is wholesaler loyalty, brokers have very little home office/provider type loyalty 

Specialists are looking for developed/flexible product that meets their needs, but very few are excited about product.  They are, however, increasingly concerned about scale, the commitment to technology and who will be in this business in the years ahead.

Specialists are also looking for resources, marketing assistance and value added tools that help them prospect, sell, and maintain business.  

Retirement Plans Share Classes

Specialists that network with the CFDD report increased billable pricing, higher bundled program minimums, reduced commissions and a trend towards mid-priced share classes with trail only commissions.

The CFDD concurs with these observations and “A” type shares at NAV are going the way of the dinosaur for plans with less than $10 million.  Industry experts have often referenced the need for lower expenses, but the CFDD has long noted that expenses are too low and most providers are not earning an adequate return on their retirement plans business. 

The American Funds have unmatched “investment brand” with brokers and they will be launching 5 new “R” share classes for retirement plans in the months ahead. FT's recent performance is also distinguishing and they have already launched their “R” shares, but  many fund companies have new trail only retirement plans share classes in the pipeline.

 

 

Understanding the realities of commission disclosure, payouts and reporting is already challenging and the new share classes will make things even more complicated.

Commission Disclosure, Reporting & Payouts

Registered and non-registered products have different methodologies for reporting/disclosing commissions and brokers should do everything possible to keep their commissions off the form 5500.  

Full disclosure is important, but keeping the commissions off the form 5500 is also important because many specialists believe that plans reporting commissions on the form 5500 are at risk. Personnel turnover at the decision making level also exacerbates the problem.

 

Registered products have an edge over insurance company products because they generally don’t report commissions on the form 5500.  Brokers selling insurance company products may, however, be able to avoid the form 5500 reporting by having commissions paid in the form of “service fees.”

Service fees are disclosed in the prospectus at the fund level and do not show up on the form 5500.  Contrastingly, traditional group annuity contract commissions are disclosed on a separate commission disclosure form which must be signed by the sponsor and reported on the form 5500.

Some insurers, like Nationwide, have provided service reimbursements to TPA’s for years and these fees are generally not reported on the form 5500.  This approach was designed to help reduce the billable costs and this practice has evolved into paying brokers service fees in lieu of commissions.

Some insurers, like Principal, have a system in place to provide this information to their clients every year and for this reason, it’s easy to find their clients in public databases.  Other insurers like Nationwide, Aetna and Great West have relied on TPA’s to provide the form 5500 and there is less reporting consistency with this approach.

Unlike registered products, insurance company products generally pay equalized commissions, including finders’ fees, on “all” funds/asset classes, but the deposit based commissions are generally limited to the first year.

Many insurance company providers also offer a commission bonus for repeat producers.  For example, Great West starts their bonus with 3 plans and brokers with more than 20 plans would receive an additional 8 basis points bonus on all assets.  The bonus is, however, capped at $10 million per case.

As noted, registered products don’t pay equalized commissions and the amount of the finders’ fee, breakpoints and reset varies by company.  The trail could also start immediately or in the 13th month.

These specifics are lost on most brokers, but commission variations have a real impact on the bottom line and stable value, money market and index fund commissions also vary widely in registered programs.

Some fund companies also pay their finders’ fee on a gross basis while others pay on a net basis.  Some also limit their finders’ fees to the first year and alliance fund commissions are also all over the map.

Rollover commissions should also be evaluated along with the impact of mapping.  The commission dynamics of mapping are very important because when assets are mapped to a money market or stable value fund, they may not pay a finders’ fee when transferred to a commissionable fund.  

Mapping should indeed be managed because as noted in a recent TIAA-CREF study, most participants make very few changes in their asset allocation after conversion.

Few brokers are aware of it, but commissions and other forms of revenue sharing may also be negotiable.

Bank Trust Products and hybrid programs, like Diversified, also offer a lot of room for creativity.

Summary Action Plan

· Delegate Or Eliminate Every Task That Doesn’t Help Sell, 

            Cross-Sell Or Maintain Business.

· Ignore The Small Plan Market.

· Focus On “All” Types Of Retirement Plans With Assets.

· Target Plans With $3-50 Million.

· Maximize Referrals & Relationships.

· Hire A Telemarketer.

· Develop Alliances With Other Brokers.

· Understand The Dynamics Of Commission Disclosure, Reporting, Payouts

& The Impact Of Mapping.

· Do Everything Possible To Keep Commissions Off The Form 5500.

· Think Carefully Before Selling Products That Are Not Portable.

· Seek Out Developed & Flexible Products.

· Allocate A Percentage Of Your Time To Meet With Wholesalers.

· Develop A Menu Of Preferred Programs & Providers.

· Understand The Targeted Market For Your Preferred Programs. 

· Know What You Sell.

· Team Sell.

· Cross-Sell.

· Market Yourself As A Consultative Solution At Multiple Levels.

· Control The RFP Process.

· Learn About Alternative Pricing Of Your Services.

· Develop A Good Understanding Of “Dynamic” Pricing Models.  

(The Key/Victory Program has an excellent model that allows brokers a voice in pricing.)

· Utilize Investment Analytic Software.

· Develop Or Gain Access To Meaningful Competitive Analysis.

· Develop A Rollover Strategy.

· Learn & Market Opportunities Offered By New Pension Legislation.

· Identify Provider Resources.

Consolidation
The DC plan market is maturing, but the “consolidators” - both providers & distributors - could capture record business for many more years.

The large plan market has already matured, but the small plan market may never consolidate.  The small plan market is, however, the least profitable market segment and the major opportunities lie in the small NAV – middle market.

The Micro-Market is a loser’s game, but plans with $500,000 - $3 million can still generate healthy returns to the few providers with disciplined/established strategy. 

Most providers are  driving with their rear view mirror and the products & strategies that will drive consolidation in the mid-market do not currently exist or are not fully developed.

The mid-market offers opportunity because needs are not being met, but consolidation will be painful for those that do not offer more developed/flexible product, innovative marketing, high skill levels, added value and a way to distinguish themselves.

In other words, commit, specialize and differentiate or die.

U.S. Pension Market 

The $9 trillion U.S.  pension market is huge and the $5 trillion “corporate” pension market is still almost evenly split between DC plan assets and a stable block of DB plan assets.

DC plans total almost 500,000 and this includes over 300,000 401(k) plans.  Assets in 401(k) plans represent about 50% of the total DC plan assets, but over   200,000 401(k) plans have less than 50 participants.  

Distributors should be focusing on the more than 50,000 plans with $1-50 million, but top tier brokers can sell effectively to plans with more than $50 million. (Brokers with a low B-D payout may not be able solicit plans with less than $3 million). 

The dominant DC plan providers do not have market share below the large plan market and distributors should be targeting all types of plans with assets, not just 401(k) plans.

DC plan assets declined for the lst time last year and in addition to market risk, plan formations have topped.  As the workforce ages, distributions will grow faster than contributions and providers are keeping only 10-15% of the rollover assets.

Unlike DC plans, only a small number of providers and distributors target DB plans, but DB plan sponsors are generally less happy with their current arrangement than DC plan sponsors.

The market for bundled DB plan business is just starting to develop, actuarial creativity has diminished, legislation has changed, the funding picture has changed and noteworthy bundled DB plan programs are now available to brokers.

DB plan prospecting is more difficult and time consuming because brokers must get to the CFO, but the plans are bigger.  

The market for combination DB/DC plan sales also offers significant opportunities and brokers with DB plan leads would be wise to explore the bundled offerings from the capability rich NYL, MassMutual and Diversified Investment Advisors.

Small Plan Market

In spite of all the hype about growth, focusing on the small plan market is a good way to go broke because small plans:

· Make Subjective Decisions

· Inexperienced Owners/Staff

· High Failure Rate

· Excessive Employee Turnover

· Below Average Participation

· Lack Assets

· Unlikely To Accumulate Assets

· Compliance Problems

· Require More Attention

· More Likely To Change Providers

Insurance Company Providers & Small Plans
Insurance company providers have “not” lost market share in the small plan market and the more savvy providers, like ING-Aetna, are launching registered and non-registered NAV type programs

The profitability dynamics for small market insurers may be different because some have added their 401(k) offering to a menu of group benefits already being sold by a developed organization with local presence.

Participating in mid-market consolidation will, however, require the insurers to move up market, develop registered products, commit resources to the B-D channel and focus on the top producing brokers.

NAV type programs vary by definition, but larger plans generally   require programs without wrap fees, plan level surrender charges and skewed market value adjustments applicable to the GIC/Stable Value options. 

Certain insurance companies & RIAs that focus on the upper mid-market do, however, offer large case capabilities not generally available from fund company providers, but they lack investment brand and entity status.

Provider Requirements For Success

Vendors/asset managers don’t have to be in the full service business to be successful and some shouldn’t be, but there will always be more than one successful business model.

Different organizations have different strengths, but success is not possible without visionary management, a viable strategy and execution.

Many providers, with and without internal recordkeeping capabilities, will be able to capture small plan business, but participating in mid-market consolidation will be very difficult without internal capabilities.

In addition to visionary management, a viable strategy, execution and internal capabilities, the consolidators will also need sales, marketing and broker-sold distribution. 

Yesterday’s marketing and “me too” type products are not the answer and the consolidators will develop the next generation of marketing and offer developed/flexible products.

The consolidators will also have to partner with the right alliances and develop the tools to capture a higher percentage of IRA rollover assets.

One provider/product will never meet all the needs of sponsors & distributors, but we would look for the following in a provider:

· Visionary Management

· Viable Strategy

· Execution

· Leveraged Franchise

· Scale/Profitability

· Service, Efficiency & Technology

· Commitment To Retirement Plans

· Don’t Sell Direct Or Default To Brokers

· Internal Capabilities

· Complicated Plan Capabilities

· Seasoned Wholesalers & Large Plan Presentation Skills

· Institutional Service Model

· Multiple NAV Type Share Classes

· Business Friendly Commission Packaging, 

        Disclosure & Reporting

· Developed/Flexible Product

· Next Generation Of Marketing

· The Right Alliances

· Rollover Strategy

The market for bundled DB plan solutions is just starting to develop and given the need to cross-sell, brokers should also look for providers with integrated DB plan capabilities.

 What To Look For In Product

Hundreds of DC plan programs are available and while they may look like commodities to the ill informed, they vary in many ways.

All full service programs have strengths, weaknesses and require tradeoffs.

Positioning for consolidation in the mid-market will require more developed/flexible products and brokers should look for the following:

· Portability

· Registered Mutual Funds Product

· NAV Pricing (No Wrap Fee) Over $5 Million.

· No CDSCs Applicable To NAV Purchases

· Credible Proprietary Fund Performance

· Reasonable/Competitive Fund Expenses

· Reasonable Proprietary Fund Requirements

· Negotiated Multifund Alliance Or Omnibus Trading

· Flawless Internal Record/Adm Capabilities

· Competitive Record/Adm Pricing With All Inclusive  Discounts

· Reasonable  Number Of Funds In Base Pricing

· Participant/Sponsor Friendly Stable Value  Option

· Integrated Discount Brokerage Option With Reasonable Pricing

· Multiple Source Brokerage

· Bundled/Competitive Commissions (No 5500 Reporting)

· Default IRA Commissions

· Meaningful Service Guarantees

· Enrollment Support

Multifund Alliances

Good recordkeeping is essential, but hard to quantify.  Breadth of product and performance are, however, quantifiable.

Most funds have become commodities, branding has shifted to multifund platforms and very few investment managers can distinguish themselves with performance.

It will be very difficult for distributors to add value without a competitive  multifund alliance, but most mid-market providers have not yet developed a viable long-term approach to multifund flexibility.

Strategies vary widely, but we would look for the following when evaluating multifund alliances:

· Large Integrated/Negotiated Multifund Alliance

· Family Level Alliance, i.e., All The Taxable Funds From Participating Fund Families, Rather Than A Few Cherry Picked Funds From Non-Competing Asset Classes

· Competitive Share Classes

· No Additional NAV Requirements Or Prospectus CDSCs

· No/Low Threshold

· Reasonable Proprietary Fund Requirements

· No Additional Billable Costs Or Wrap Fees

        Over $5 Million

· Reasonable/Bundled Commissions

· Communication & Enrollment Material

· Direct Selling Agreements

· Standardized Reporting

· Performance & Asset Class Related Marketing Material

Next Generation Of Provider Marketing

Marketing and product, not technology, will drive consolidation.

The products & strategies that will allow providers to participate in consolidation do not currently exist or are not yet fully developed.

Marketing expenditures are generally a waste of resources because they fail to reach the right audience and lack a call to action.

Most providers would be better off outsourcing their marketing efforts, but the consolidators will marry developed product with innovative marketing and target the top producing brokers via direct regional interface.

The First Union/Evergreen Group recently launched one of the first meaningful Repeat Producer Programs and the next generation of marketing will focus on joint venture marketing, shared resources, consultative tools and innovative ideas that could include:

· Preferred Pricing

· Enhanced Commissions

· Database Marketing Tools

· Telemarketing Services

· Joint Venture Marketing

· Competitive Analysis

· Investment Analytic Software

· Fund Selection Process

· Investment Policy Statement Software

· E-Mail Marketing To Plan Sponsors

· Controlling & Marketing The RFP Process

· Presentation Analysis

· Fiduciary Liability & Intermediary Insulation Themes

· Fiduciary Education & Reporting

· Ongoing Selling

· Integrated Cross Selling

· Image Enhancement

· Skill Development

· High Level Networking

· Continuing Education Programs

· Participation In Product Development

Consolidation is already underway at the broker of record level and targeting the top producing retirement plans specialists via direct regional interface is paramount to success. 

The consolidators must also increasingly demonstrate their long-term viability to brokers.

Consolidation & Brokers Of Record

The experts don’t know it, but consolidation will take place at the provider level and the broker level.

The bull market in replacing brokers of record is already underway and without a visible increase in added value, brokers will be replaced more often.

Brokers without a commitment to the retirement plans market, specialization and detailed knowledge of competing products will also be among the consolidated.

Brokers that specialize in retirement plans are already reporting an increase in business and consolidation among brokers of record will force providers to target the top producing brokers that specialize in retirement plans.

Commission Disclosure & Consolidation

Excessive commission disclosure will also play a role in consolidation.

Commissions can be complicated and distributors should not only understand their payout, but the dynamics of commission disclosure, reporting and the availability of this information in public databases.

Distributors should also be aware that registered and non-registered products have very different methodologies for reporting and disclosing commissions.

Know What You Sell

Fiduciary education, liability, insulation, specialization and added value will become key marketing themes, but selling products that are not in the best interest of participants could be creating liability.

Distributors should be aware of expense structures, wrap fees, other investment fees, commission add-ons, CDSCs (may differ on alliance funds), multifund alliances that have not been negotiated, inferior share classes and non-competitive GIC/Stable Value Type Options.

GIC/Stable Value Type Options that are not 100% benefit sensitive & transfer responsive at book value for all purposes (participant level) and impose skewed market value adjustments upon plan discontinuance are among the most problematic.

Distributors should also be aware of the layered defensive pricing often associated with brokerage options.

Distributor Positioning For Consolidation

Marketing an ongoing process of procedural prudence rather than product is the key to success, the most effective way to demonstrate value and retain assets.

Marketing consultative skills also allows distributors to control the process and without control, the chances of success are greatly diminished.

It’s difficult for brokers to add value without a large multifund alliance and the right analytic software can also enhance the broker’s image as a consultant.

The same investment analytics applied to the DC plan can also be applied to DB plans and after last year’s performance, many DB plans are less well funded than in recent years.

For competitive positioning, brokers should always compare percentile rankings by category objective to percentile rankings by prospectus objective.

Team Effort/Broker Partnering

Individual brokers generally meet only a small portion of sponsor needs and they often lack the skills to solve complex administration and plan design problems.

Working together is a proven business model and many top producers do this because it enhances image, credibility and helps close large plans.

A team effort can also make prospecting and plan maintenance easier and lower operating costs.

A team effort could also benefit cross selling and brokers should distinguish themselves by offering expertise at multiple levels, i.e., group benefits, “all” types of retirement plans, corporate executive services and  participant level services.

Distributor Strategy

Distributors must increase their skills, acquire more knowledge of competing products, add more value, cross-sell and change their approach to marketing in order to participate in consolidation and keep existing business.

Strategies that should be considered include:

· Focus Exclusively On Sales, Maintaining Assets & 

    Cross-Selling

· Outsource/Delegate Non-Revenue Generating Tasks

· Develop A Fee-For-Services Pricing Schedule 

        With Rebates Applicable To Broker-Sold Products

· Increase Knowledge Of Competing Products

· Develop Electronic Marketing 

· Develop Consultative Skills & Image Enhancement

· Market A Group Benefits Solution

· Market A Retirement Plans Solution 

· Market A Corporate Executive Services Solution
· Market A CFA Type Participant Level Solution

· Inform Sponsors About Fiduciary Liability & The 

        Potential Insulation Offered By Qualified Intermediaries

· Market/Control The RFP Process

· Develop Presentation Analysis

· Develop & Demonstrate Superior Investment 

        Analytics & A Fund Selection Process

· Combine Fiduciary Education & Reporting With 

        Ongoing Selling

· Network & Partner With Other Experts

· Develop Lead Vendor Relationships With 

        The Right Providers & Leverage Their Resources

· Monitor Customer Satisfaction Surveys For 

    Marketing Purposes

· Develop An Integrated IRA Rollover Strategy

Target Marketing

Distributors should be focusing on plans with $1-50 million, all plan types and consider the following when formulating their prospecting plans:

· Ignore The Small Plan Market

· Target “All” Types Of Plans With Assets

· Specifically Target Mid-Market Plans Using Small 

        Market Providers With High Asset Charges

· Target Plans With Poor Proprietary Fund Performance

· Target Plans With Poor Customer Satisfaction 

        Survey Results

· Target Plans With Providers That Limit 

        Broker Involvement On A Post-Sale Basis

· Cross Sell From A Menu At  Plan & Participant Level

· Copy Key Contacts On All Correspondence

· Target Individual Funds For Replacement In 

        Unbundled Plans

· Get Closer To The Brokerage Option & Develop Retail-Type Relationships With The Highly Compensated

· Learn About Exchange Traded Funds

· Replace Brokers Of Record That Do Not Specialize In Retirement Plans

· Co-Host Conferences About How Changes In Legislation Will Impact Sponsors.

· Co-Sponsor Local Lunches/Meetings For CPAs & ERISA Attorneys With Lead Vendors

· Develop Alliances With Local Banks, Payroll Companies, P&C Firms & CPAs

· Ask For Referrals

· Leverage Relationships & Spheres Of Influence

· Develop High Quality Marketing Literature That Includes Background & Capabilities

· Co-Host Annual SPARK DB Type Conferences 

· Look For Niche Marketing Opportunities, Including Taft-

        Hartley Plans, The Gaming Industry, Reservations, Etc.

Cross-Selling

Cross-selling is something everyone talks about, but it rarely happens.  Cross-selling and team selling is, however, becoming a reality and Super Broker Teams are already distinguishing themselves at multiple levels.

Brokers have only scratched the surface of the products & services that could be sold to sponsors and while group benefits, retirement plans (all types) and participant services are widely talked about, corporate executive services are probably under marketed.

The definition of corporate executive services varies, but could include top tier financial planning, HCE planning, stock option analysis, other uses of stock, cash & debt management, additional payroll deduction sales and other fiduciary services.

Bank-owned broker dealers could also be successful marketing banking services.
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