An Accountant’s
Guide to
Adding Wealth
Management
Services
Adding wealth management can boost client value and advance
practice growth for accountants and CPAs

The ongoing evolution of
the tax advice industry,
coupled with the changing
needs and demands
of clients, is offering a
prime opportunity for
practice growth through
the addition of wealth
management services.
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Key Takeaways for
Accountants and Tax
Preparers

•

The proliferation of do-it-yourself (DIY) tax and accounting software and
service offerings has put pressure on the core of many tax advice businesses
as clients seek other options for their tax and accounting needs.

•

An anticipated generational wealth transfer, predicted to occur during the next
several years, offers wealth management growth opportunities to offset these
existing industry pressures.

•

A logical synergy between wealth management and tax services allows CPA
firms to diversify revenue and enhance enterprise value by adding wealth
management services.

•

Expansion into the wealth management space is a multi-phase process which
requires significant time and capital resources. An alternative option: CPA firms
can partner with an established wealth management firm, eliminating the need
for an up-front investment.
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If you’re reading this,
you’re probably aware of
the trends and changes
facing the accounting
sector and the financial
industry as a whole.
Accounting firms that
evolve to meet the times
are the ones that are
most likely to navigate
these changes with a
positive impact to their
bottom line and client
satisfaction.

4

While the overall need for accounting and tax preparation has remained constant
over the years, the options for clients to access those services have changed
drastically in the space of the last decade.
Consider the way in which people file taxes. In 2008, only 17.4% of individual tax
filers self-filed their returns. By 2018, that number had doubled to 35.9%. In 2008,
CPAs filed 70.1% of all individual tax returns. By 2018, that figure had dropped to
59%.
This trend is just the tip of the iceberg when it comes to the challenges that
accountants face and the struggle to remain relevant and profitable. Accounting
practices that fail to evolve face a dwindling pool of potential clients — and
increased competition for those clients.
But what is the best way to evolve?
One key trend that accountants can leverage is the broad client interest in
consolidating their financial services providers. In other words, the opportunity is
wealth management.

Self-filed Returns

35.9%

17.4%

2008

2018
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Wealth Management: A
Key Growth Opportunity
in the Financial Sector

Few tax practices offer wealth management today. According to the American
Institute of Certified Public Accountants (AICPA) Client Accounting Advisory
Services (CAS) benchmark survey, only 32% of all CPA practices offer wealth
management services.
But among the top performing practices in the CAS benchmark survey, 48% have
wealth management capabilities. The survey also shares that 63% of firms who
have added such capabilities report that it helps attract new clients.
Two underlying trends can help explain these results.
First, the demand for wealth management is growing. The uncertainty of the
pandemic notwithstanding, asset values in the US grew almost unchecked for
over a decade. That has effectively lifted more individuals into the High-NetWorth (HNW) space — and increased demand for holistic wealth management.
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A 2020 Oliver Wyman and Morgan Stanley report projects a 2019 through 2024
annual sector growth of anywhere from 1% to 5.6%, depending on the longerterm economic impact of COVID-19. Others have suggested that industry revenues
could grow to $200 billion by 2030, from $57 billion in 2020.
This growth isn’t just about asset growth. The industry is facing a record-breaking
intergenerational wealth transfer. Over the next two decades, $30 trillion is
expected to shift from Baby Boomers to younger generations. This is the largest
wealth transfer in history, and it could have significant implications for financial
services professionals who are not ready. Most people who inherit money walk
away from the original advisor of those funds, a key risk factor for current wealth
managers.
However, those who are able to meet shifting preferences are more likely to be
successful in navigating this demographic trend. That means retaining the clients
they have — and attracting new ones.
Clients increasingly want holistic, quality financial advice from a single provider.
Ernst & Young estimates that holistic wealth advisors will capture 30% market
share by 2025. This report was focused on HNW investors, and it’s important to
note that many more people will fall into this category in the coming years as
younger clients gather more wealth.
Younger generations are far less likely to have access to a traditional pension
than Baby Boomers, and they are aware of the risks this presents from a planning
perspective. Importantly, these younger generations are also less financially
literate than those that came before them, despite their greater need for wealth
management.
At the same time, Gen X and Millennials generally place a great value on
education and prefer to get financial advice from a human rather than a techbased source. While apps and robo-advisors can offer generic advice at a low
price point, they don’t offer personal guidance. Clients want the simplicity of
outsourcing paired with a trusted relationship — something that only a human
advisor can bring to the table.
This presents an opportunity not only for the wealth management industry in
general, but for CPAs in particular. CPAs enjoy a few unique advantages compared
to their industry peers. Adding wealth management can help accounting practices
capitalize on demographic trends and on the unique position that CPAs occupy in
the industry and among the public.
Let’s take a look at these advantages in more detail.
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CPA Advantage #1:
Clients want true one-stop
shopping

Today’s consumers want convenience — many don’t even go out to buy groceries
anymore!
Similarly, clients who hire professional advisors generally want to reduce the
amount of time and complexity involved in managing their financial life. When
a tax professional can also provide wealth management, communications are
streamlined, document sharing is simplified, and less time needs to be invested
for greater personal rewards.
This isn’t just a hunch.
An American Institute of Certified Public Accountants (AICPA) survey on the
economic benefit of personal financial planning (PFP) services discovered that
clients are looking for guidance on more than just tax returns. Of the CPA firms
surveyed, two out of three said people sought advice from them on tax and
financial planning topics.
Moreover, 63% of survey respondents who had added PFP services to their firms’
offerings said that doing so improved their ability to attract new clients.
Consider how it looks from a client’s perspective.
First, unified services eliminate the headache of communicating with multiple
providers. Tax planning, financial planning, and investment strategies need to be
updated regularly, and a change in one strategy may need to ripple through other
strategies. Investment changes can carry tax implications; tax strategy changes
may require investment strategy changes.
When these activities are unified within one office, it’s easier for the professionals
involved to monitor these issues — and it eliminates unnecessary legwork for
clients.
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Second, having a single provider eliminates “planning silos.” For example,
robo-advisor platforms may position certain investments as good bets without
understanding their potential tax costs. Unanticipated events, such as the recent
global pandemic and market selloffs, can cause people to make rash decisions
about their finances without understanding the full implications of their choices.
The ability to see the big picture can help clients avoid costly tax implications,
overplanning, or under-planning, especially among younger generations.
CPAs are particularly well-positioned to provide this.

As many as 63% of practices that had added
personal financial planning services said it
improved their ability to attract new clients.
Improved Client Attraction

63%
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CPA Advantage #2:
Tax knowledge is a highly
sought-out skill

CPA firms that introduce wealth management services stand to become not only a
client’s accountant, but their personal Chief Financial Officer (CFO).
Why are CPAs uniquely positioned to fill this role?
According to a recent 1st Global study, 66% of affluent consumers consider tax
knowledge to be the most important factor when choosing a financial advisor. The
tax code is complex. For affluent consumers, robust tax advice and tax planning
can make a significant difference.
In other words, deep knowledge of tax is a critical skillset for affluent consumers
who are also likely to have significant investable assets. But it’s not just about tax
advice as a skill; it’s about the position of a CPA when it comes to trust.
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CPA Advantage #3:
People trust CPAs

Among financial professionals, accountants rank first in trustworthiness. Even
across different professions, the public views CPAs as trustworthy and ethical.
A recent Gallup study found that accountants were the sixth most trusted
profession in America. Of those polled, 42% said they had a high or very high
trust level in accountants. Small business owners in particular think highly of their
accountants. A 2019 OnPay survey found that 86% of small business owners view
their accountant as a trusted advisor.
Along with a strong value proposition for clients that are seeking quality, holistic
advice, that well-earned public perception gives accountants a strong advantage
in starting new advisory relationships.
Altogether, if there was a financial services sector that could benefit from the
addition of holistic wealth management, it would be accounting.
But does that mean wealth management is right for your practice?
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Benefits and challenges
of adding wealth
management as a CPA

While CPAs in general are uniquely positioned to add wealth management
services, there is a world of difference between smart strategy for an industry at
large — and the right strategy for a specific practice.
Let’s look at some of the practice-level pros and cons to adding wealth
management services.

Benefits
Expanding a tax-focused business to include integrated wealth management
could help CPAs capture additional value from their existing client accounts — and
attract new clients in search of holistic services.
There are also numerous other benefits.
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Deeper client relationships
CPAs already carry a deep understanding of each client’s overall financial picture,
from their goals and concerns to their tax liabilities and assets. The tax planning
process can also uncover areas where CPAs can educate their clients. That goes
beyond the client’s current situation and can include possible strategies to
consider as the client encounters life changes and clarifies longer-term goals —
whether those are personal, or related to a small business, investment, or other
endeavor.
Adding wealth management takes this relationship one step further. It allows
your practice to truly connect the dots between taxes, financial planning, and
investments, providing a higher level of actionable advice and real-time execution.
This can strengthen trust and foster deeper, longer-term relationships.

Steadier, increased revenue
When a tax practice implements wealth management services, revenues can
increase even while offering a stronger, more cost-effective value proposition to
clients. These complementary revenue streams are not limited by hours worked or
a season of the year, which can strengthen the firm overall.
Wealth management revenues tend to be steady rather than seasonal, and
ongoing rather than reliant on billable hours. The seasonal nature of tax
preparation gives most CPA firms a concentrated revenue profile during the early
months of the year before levelling off after tax season. The addition of wealth
management services can result in a smoother revenue stream throughout the
entire year.
Many tax practices are also reliant on billable hours. While this can be a
productive way to earn revenue, it inherently limits your income potential. Wealth
management services are often billed on an Assets Under Management (AUM)
basis, in which the practice charges a fee that is set as a percentage of assets
under management, generally deducted quarterly from those accounts. Some
practices also generate revenue from commissions and fees for other products
and services, such as insurance.
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Stronger business valuation
Wealth management revenue is highly relevant from a strategic perspective.
A firm that generates tax revenue plus recurring fees for managing assets is
typically valued at higher multiples than a straight tax practice in an acquisition.
While accounting firms often sell for 1.0 to 1.3 times annual revenue, it’s not
uncommon for a wealth management firm to be purchased for 2.0 or 2.5 times
revenue. For business owners who are looking ahead — whether that’s 5 or 20
years down the line — expanding into a higher-value business area can be a smart
strategy.

While accounting firms often sell for 1.0 to
1.3 times annual revenue, it’s not uncommon
for a wealth management firm to be
purchased for 2.0 or 2.5 times revenue.

More growth and promotion opportunities for your people
An introduction of wealth management services can help broaden your team’s
skillsets and credentials. Existing CPAs can pursue new certifications, such as
Certified Financial Planner (CFP) or Personal Financial Specialist (PFS). New staff
members who are focused on wealth management can provide in-house expertise
to their colleagues. In either case, your practice will enjoy the benefits of a deeper
bench of human capital.
This strategy can also help present new and exciting career paths for your
employees, which can help you attract, motivate, and retain talented people. As
most business owners know, it’s significantly cheaper to retain employees than to
find new ones.
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Challenges
There are also a few challenges to consider as you think about adding wealth
management to your CPA practice.

The need to learn a new subject matter
CPAs are considered trustworthy partly thanks to the depth of knowledge and
education they accumulate when it comes to providing tax advice. To be a trusted
wealth manager, you’ll want to bring that same level of expertise to areas such as
investment management, financial planning, and potentially risk management and
estate planning.
Each of these areas has educational requirements; many require licensing. A
busy CPA may have to make difficult choices to carve out the time needed for
coursework, studying, exams, and work experience requirements. Additionally,
related professional certifications typically have Continuing Education (CE)
requirements; that means an ongoing commitment to participate in professional
learning in order to maintain new certifications.

Investments in solutions and technology
An expansion into wealth management doesn’t just require an investment in
human capital. Your firm will eventually need to acquire the tools and technology
needed to provide those services. These can include new customer relationship
management (CRM) software, risk assessment and financial planning software,
and an investment management platform, among others.
It is important to research which platforms will best suit your firm’s actual needs,
from scope and size to cost and relevance to services offered. It is also critical
that your new technology is well-integrated within the existing tech stack. Without
deep integrations, your team will have to deal with repeat manual data entry and
run multiple programs while completing a single task — which could negatively
impact productivity. Additionally, your team will likely need training to effectively
use these platforms. The capital investment in these tools can add up quickly, and
it could take several years before you see significant ROI.
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Additional regulatory burden
Few people enjoy the legal and compliance aspects of the financial services
industry. As a CPA, you already navigate your fair share of regulations and
compliance paperwork. When you wear a second hat as a wealth manager, you’ll
need to devote time to setting up a new legal entity, licensing, and compliance
requirements — and commit regular time to maintaining good standing with the
regulators.

Defining and executing marketing strategies
Adding new services means developing a marketing plan to get the word out.
Just like tax preparation, successful marketing requires a strategy. What type of
clients do you hope to attract? What is the best approach to reach that market?
The answers will depend on your goals, objectives, specialties, and geographic
location.
Spend some time to research and understand your competition. Think about
your ideal clients and design ways to let them know that you are available to
help resolve their pain points. Tactical marketing offers you many options to
accomplish those goals, from local media to social media, or even educational
opportunities, such as webinars, seminars, and podcasts. However, the key is to
begin with a comprehensive marketing strategy.
Don’t be afraid to consider professional help to get you started. Just as your
business specializes in accounting and tax preparation, there are other businesses
that specialize in marketing for financial advisors. They may deliver results more
economically thanks to their existing base of knowledge and experience.
If you do consider adding wealth management to your practice, it is critical to
retain a strategic focus. Look beyond the need to overcome the initial challenges
and focus on the full benefits that this move can provide — for you personally, for
your firm, and for your clients.
Here are seven key strategic milestones that will help you map your path to
success.

16

Add wealth management
to your practice in 7 steps

In order to build a successful tax and wealth management practice, a CPA needs
to approach the initiative as a process. Here are the seven major milestones you
would need to accomplish.
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1. Define services and choose a
subject matter expert (SME)

You must begin the process by getting clear on your service offering. What will
your clients get after you transition to the expanded service menu? Do you plan
to offer comprehensive financial planning combined with asset management?
Do you intend to specialize in investments? What about insurance, financial
education, or financial coaching? The answers will tie into your billing model —
and define what kind of expertise you need on staff.
After you define your service offering, you will need to designate someone in your
firm as the future subject matter expert. If you are a solo practitioner, then this
decision has already been made: You are the SME. If you choose not to take on
that responsibility, you will need to expand your practice by bringing in an advisor
or a planner.
If you already employ a few staff members, ask yourself whether you currently
have someone on your team with the motivation, ability, and the temperament
to take on this role. If the answer is “No,” then you may need to hire someone
new. An experienced wealth management expert on your staff will mean less
of a need for training and new licensing. For everyone else, you would need to
create a clear, step-by-step plan for how to get your SME the necessary training,
certifications, and licensing to offer financial planning services.
Which brings us to the next question: Which certifications do you need?
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2. Choose your certifications
and licenses

According to Kiplinger, there are more than 100 financial planning designations,
accreditations, and certifications available. Additional licenses are required to
perform certain tasks, such as the trading of stocks and the sale of insurance
products. As is the case with your CPA license, financial planners who pursue
these accreditations demonstrate to clients that they have proven their knowledge
through education, work experience, and a successful completion of an
examination.
Certifications matter. A nationwide consumer survey of upper-income households
by the CFP Board showed that 85% of those surveyed considered successful
completion of a certification examination ‘very important’ or ‘extremely important.’
However, not all certifications are created equal. Some designations include a
robust study curriculum and multiple examinations that could take over a year to
complete. Others could be obtained with a couple of weeks of studying and no
additional work experience.
There are several certifications to consider for your wealth management SME.
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Personal Financial Specialist (PFS)
This is a unique certification only available to CPAs. It is designed for accountants
who wish to specialize in financial planning. This certification, offered through the
American Institute of CPAs, covers a variety of personal finance disciplines.

Certified Financial Planner (CFP)
This designation is the financial services equivalent of a CPA certification. Certified
Financial Planner candidates must have earned a bachelor’s degree, completed
additional college-level coursework in personal financial planning, and completed
6,000 hours of professional work experience. Some of these requirements can be
waived for CPAs seeking this additional designation.

Chartered Financial Analyst (CFA)
The Chartered Financial Analyst designation is considered a valuable certification
for investment professionals, especially those in securities research and
portfolio management. Candidates must pass three rigorous exams and fulfill an
experience requirement.

Chartered Life Underwriter (CLU)
The Chartered Life Underwriter designation would be valuable if you plan to add
life insurance and estate planning to your firm’s services.
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Series Licenses
Series 3

To sell commodity futures contracts.

Series 6

To sell variable annuities, mutual funds, and other investment
packages.

Series 7

To sell preferred stocks, bonds, options, and individual fixedincome investments.

Series 31

To sell managed futures.

Series 63

To be a stockbroker and/or to sell mutual funds. This license
usually follows Series 6 or Series 7.

Series 65

To be an advisor/financial planner who charges by the hour rather
than by commission.

Series 66

For those who already have Series 7, Series 66 allows for a single
license that combines the ability to be stockbroker, sell mutual
funds, and charge by the hour.

Series 79

To offer advice or facilitate equity or debt offerings. This license is
also used to handle tender offers, mergers and acquisitions, asset
sales, and corporate re-organizations.

Series 99

To be a supervisor or senior manager, or to commit capital in back
office functions.
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Additional licenses may be required depending upon the services you hope to
offer. While requirements vary from state to state, licensing is generally needed
to sell life insurance and annuities, trade stocks and, in some instances, provide
investment advice.
A conservative approach is wise when deciding which certifications and licenses
your SME will need. Considering the time and the financial commitment
required, it is prudent to only pursue the certifications that are most relevant and/
or required given the services you plan to provide. Remember that you have
a lifetime ahead of you to gather additional knowledge — but you only need a
certain foundational base to get started.

3. Select the fee model

Your fee model will determine how your clients are billed for the services that you
offer. There are several options to consider, and each option comes with its pros
and cons.

Assets Under Management (AUM)
Many wealth management firms choose to charge clients based on the amount of
assets they manage for them. This is commonly referred to as the Assets Under
Management billing model. We believe that AUM fees align investor and advisor’s
goals and prevent the advisor from taking unnecessary risks with the client’s
portfolio.
Under the AUM model, client fees are determined by applying a percentage fee
to the total market value of the accounts that you manage on their behalf. This is
typically presented as an annual fee, a portion of which may be taken out of an
account on a quarterly or monthly basis.
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AUM fees can be calculated in different ways. Your agreement may allow for all
assets to be included in the calculation, or it may segment a portion of those
assets out. The specifics could vary based on the total suite of services provided
to the client, the level of expertise, the specialization of services, or the level of
assets that is being managed. Many advisors present their AUM fees as a sliding
scale that gets progressively lower as the asset base grows.

Some wealth management firms also bill
clients based on Assets Under Advisement,
or AUA. This approach can allow advisors
to bundle holistic planning advice for all
of the client’s investment assets, including
their outside 401(k) plans that may
not be immediately available for direct
management. In practice, that can require
the advisor to use one fee for assets under
management and then a second (typically
lower) fee for assets under advisement. This
billing model has its operational challenges,
but in exchange it offers a path to deliver
truly comprehensive advice across all assets.

23

Retainer
Wealth managers that adopt a retainer model charge their clients a flat fee on
an annual basis — and do not accept commissions or payments for financial
products sold to the client. That eliminates much of the perceived conflict of
interest in recommending one product or strategy over another.
Retainer and AUM are both fee-only pricing models. In both instances, fee-only
financial advisors take on a fiduciary role for their clients. Their responsibility is
to act in the client’s best interest. However, unlike AUM fees, retainer fees do not
vary directly with portfolio size (although the degree of complexity associated with
a portfolio would typically factor into the determination of the fee). Cost to the
client can range from $2,000 to $7,500, depending on which services are provided.

Hybrid and other models
Hybrid models may combine several elements of different approaches to clients.
For example, a firm that uses a retainer model may be compensated through an
annual retainer, or it could bill on an hourly basis (much like a typical CPA does).
Some financial planners may choose to provide a limited scope of services in
which they may accept commissions or other payments for certain investment
options — but take no commissions on others. Still other financial planners may
simply charge a fee for planning and provide no investment advice or investment
management at all. It is also possible to charge a project fee for a specific limitedscope engagement (such as helping a family plan for the children’s college
expenses) as an add-on to a regular investment management engagement.

Which fee model would be best for you and your clients?
The answer depends on your firm’s area of expertise, as well as the services that
you plan to offer. The model you choose should be compatible with your clients’
needs while also helping you drive revenue growth.
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For example, if your existing business specializes in estate planning, or in working
with small business owners, or in helping younger clients build wealth, then your
firm’s new offering and its pricing should incorporate those areas of expertise.
As you reflect on your fee model, keep in mind that client expectations and
alignment of interests should factor into your ultimate choice. Most clients expect
to pay an AUM fee that is tied to the size and complexity of their portfolio. Most
clients also understand that an AUM fee model aligns their personal interests with
the interests of the advisor (generally speaking, both the client and the advisor will
benefit from a growing portfolio). That makes an AUM fee model easy to explain
for an advisor — and easy to accept for the client.

4. Choose your investment
strategy

The next step is to decide on your firm’s investment strategy.
As a full-service wealth management firm that looks at each client’s needs from
a holistic standpoint, investing is just one facet of the services you will provide.
However, it is a critical component of the overall offering. Regardless of which
investment strategy you choose, the end goal is to help your clients manage risk
and reach their goals.
There are many ways to accomplish that goal, and the path you choose will define
your investment strategy.
Do you plan to take a conventional or an index approach to managing client
portfolios? Will you adopt a value or growth investment style? Should you trade
mutual funds or individual securities? Is this something that your in-house SME is
qualified to do, or will you outsource some or all of these functions?
Here are some of the key distinctions that will help you move towards offering the
right type of investments for your clients.

25

Philosophy: Conventional investing vs. index investing
The primary goal of conventional portfolio management is to outperform
the market. Success is measured by comparing account performance to an
appropriate benchmark (such as the S&P 500 Index). Conventional portfolio
management requires a deep knowledge of the market, an ability to conduct
qualitative and quantitative analysis, and the confidence to make client investment
reallocations when an opportunity presents itself. Some wealth managers
outsource these functions. Others elect to conduct research and pick investments
leaning on in-house expertise.
Index investors, on the other hand, attempt to replicate the performance of a
given index or asset class. The goal of index investing is to match risk/return
profile of a benchmark rather than attempting to maximize returns. This approach
often involves investing in exchange traded funds (ETFs) that seek to replicate an
index.
Generally speaking, a conventional approach to portfolio management calls for
a higher degree of proactive due diligence, investment research, and continuous
monitoring to react to short-term market fluctuations. Typically, this hands-on
approach calls for a higher investment management fee. Index investing usually
entails lower fees than active investing, as it is not as labor-intensive.
Which philosophy is best? We believe in having access to a blend of both. We refer
to that approach as evidence-based investing.
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Our factor-based models are steeped in
decades of empirical research, analysis, and
practical insight from leading academics
and pioneers in the field of modern
finance. The result is a low cost, broadly
diversified portfolio that over weights certain
characteristics (or factors) to seek higher
expected returns. Performance is contingent
upon diligent monitoring and an efficient,
cost-conscious, and repeatable operational
process. Generally speaking, factor-based
models are appropriate for investors who
wish to embrace financial science and
prioritize expected returns, as opposed to
tracking any specific index.
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Investing: Tactical execution
Beyond choosing the specific investment philosophy to follow (or a blend of
different approaches to draw upon), a wealth manager has to make tactical
decisions about which investment vehicles are best suited to help clients meet
their goals. That may sound straightforward in theory — and yet diligent,
consistent, and smart execution is anything but simple.
The universe of investment options has exploded in the last few decades.
Consider a typical American investor. He or she can choose from a long list
of equity securities of all the publicly traded companies, plus some foreign
companies with an American Depository Receipt (ADR).
Those equity investments can be classified in a variety of ways. For example,
the Global Industry Classification Standard places companies into 11 sectors,
24 industry groups, 68 industries, and 157 sub-industries. Stocks could also be
classified according to their market capitalization, which is the total dollar value of
their outstanding shares (large cap, mid cap, small cap). Each category has pros
and cons depending on the investor’s desire for dividends, appetite for risk and
growth, and need for access to liquidity.
One could invest in those securities directly, or through a fund that creates a
portfolio of investments. For that purpose, there are exchange traded funds (ETFs)
and mutual funds. Within those categories, you will find further breakdown into
traditional indexing, synthetic indexing, and enhanced indexing.
Then there are fixed income securities, which can be classified by time to maturity,
credit rating, and geographic location.
Beyond that, there are alternative investments that include cryptocurrencies, gold
and silver, private equity, hedge funds, coins, stamps, alcohol, and artwork. Some
of those may be acquired as a direct investment, while others are available as
specialty ETFs.
There are also real estate investment trusts (REITs), which are companies that
own, operate, or finance income-generating real estate. REITs make it possible for
individual investors to earn dividends from real estate investments without having
to buy, manage, or finance any properties themselves.
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How can a financial professional make the right choice for
his or her clients?
There is no one-size-fits-all approach to investing. Every financial professional
must define his or her investing philosophy — and be open to the possibility that
the answer will be different for different clients depending on their goals, risk
tolerance, investable funds, and timelines.
As you reflect on this tough choice, here is a quote that may prove helpful.
David Booth, co-founder and executive chairman of Dimensional Fund Advisors, is
reported to have said, “The most important thing about an investment philosophy
is that you have one.”
A clearly defined set of guiding principles is critical for grounding your practice
(and your clients) during market turbulence. Being upfront about your investment
philosophy will help you attract the clients who are a good fit for your style while
also repelling prospective relationships that won’t last. It can also allow you to
elevate client conversations beyond what the markets are doing today — and
spend more time talking about what matters most to your clients.
In many ways, the key to successful investing is to define operating rules for
making decisions. The good news is that you don’t have to develop your own
operating rules from scratch. You can borrow them from someone with a proven
track record — or, better yet, you can partner with someone who understands the
mechanics and the principles of designing successful portfolios.

29

5. Set up your operations strategy

With much of the groundwork completed, your next focus is to build behind-thescenes workflows and operations. Operations serve as the backbone of a wealth
management program. Here is a partial list of decisions and processes you need
to consider.
•

Licensing and entity registration

•

Technology (including CRM software and a client portal)

•

Compliance and verification

•

Record storage, archiving, and data security

•

Billing methods

•

Client communications

When it comes to technology, you will need to select a portfolio management
system that allows your SME to set up and maintain investor accounts. It must
include a robust investment reporting system that can be used for both internal
analysis and client review. Transaction activity, account performance, fee
information, and various analytical tools are key components of client reporting
and portfolio management.
Other technology investments may include financial planning software, CRM, and
risk assessment software. With dozens of options available in each category, the
choice can be overwhelming. Be sure to conduct demos for the programs that
you are interested in — and to stay focused on your immediate needs. Getting
distracted by the shiny bells and whistles can lead you to spend thousands of
dollars on software that is overengineered for the current state of your practice.
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Don’t forget about the integrations. In order to successfully blend the new
wealth management offer into your CPA practice, you need a cohesive system
that connects all phases of the client service process. For example, wealth
management data should flow through the same accounting software that is used
for the tax planning side of your practice.

Cloud-based wealth management
technology is often a good choice. It allows
your firm, as well as your clients, to access
information from anywhere and at any time.
Above all, your reporting system must be
transparent, accurate, and clear for clients.

In addition to choosing your firm’s technology, you will also need to create a
strong business operations plan and formalize workflows. Your business will
no longer be driven by the cyclical nature of tax and accounting seasons. It will
instead become a year-round, consistent operation. Not planning for this in
advance can be a disservice to your customers as well as your employees. It could
potentially disrupt your overall business pipeline, as well.
With these systems in place, the next focus is on bringing in clients!
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6. Build your prospecting and
sales process

Wealth management prospects can be derived from a variety of sources.

Current tax clients
This market segment capitalizes on your pre-existing relationships and
established trust with clients. These families are already familiar with your work.
They would be the closest prospects you can reach immediately to roll out your
new services. One of the best places to start is by serving existing clients’ needs
even more comprehensively through the addition of financial planning. These are
new services that will add value to the established relationships already in place.
A satisfied client is more likely to trust the quality of any new services offered to
them and is also more willing to make introductions and referrals.

Current prospects
People who are already in your sales pipeline for tax or accounting services can
be a great source of new business on the wealth management side. You can now
market your expanded suite of services to them during the prospecting process
and bring them onboard as full clients.
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Referral marketing
Colleagues and current clients can be your best referrals for new business.
They have a first-hand experience of the value you offer, and their sincere
recommendation can open doors to new relationships. In order to fully lean on
the referral potential of your firm, you will have to develop a repeatable, effective
way of bringing up referrals — that is also comfortable for the client. Without that
system, your process of asking for referrals will likely remain ineffective and adhoc at best.

Cold prospects
This category will have the longest sales cycle. On the upside, you’ll have the
opportunity to market your full-service firm from the first contact to the close of
the sale.
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Centers of influence (COIs)
Depending on your specialty, you may
choose a handful of professionals that serve
the same clients and build a collaborative
relationship for mutual introductions. For
example, if you want to help women who are
going through a divorce, consider partnering
with a divorce or family law attorney. No
matter which professionals you select as
your COIs, keep in mind that you must
approach them with the same mindset as
you do your prospective clients. Commit to
deliver value and reach out to them regularly.

Regardless of the type of prospect you try to connect with, create a repeatable
sales process that explains the value of financial planning, investment
management, and tax planning. This requires a skill in uncovering the prospect’s
pain points — and a well-defined sales pitch that clearly connects your services
with the needs and desires of the client.
Which leads to the next questions: Who at your firm will be responsible for the
sales and prospecting process? Who will follow up with new referrals? Who will
stay in touch with centers of influence?
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These tasks are important. Unfortunately, many accounting firms approach
their business development process as something they do ad-hoc, as opposed
to building a true system with well-defined roles, responsibilities, benchmarks,
goals, and workflows. A successful prospecting and sales process is continuous;
it should never be something that gets abandoned when times are good (or when
you get busy with tax work) and returned to when things are slow.
A common mistake made by CPAs is to focus on the client service side of their
business — accounting, tax preparation, and consultations with existing clients —
and to allow new business development to happen in the background.
Don’t fall into this trap. Build a formal business development process. Assign
accountability. Define the experience you want your prospects to have, from the
first interaction all the way through becoming a client.
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7. Develop a marketing strategy
and execution plan

While growing a tax and accounting firm is certainly a difficult endeavor, it
helps that the government imposes certain reporting and filing requirements on
individuals and businesses.
Firms that offer wealth management don’t get this advantage. Most clients only
experience one or two instances when their need for financial planning and
wealth management is clear and painful. For the rest of their time, it is up to the
wealth manager to point out the opportunities, warn about potential pitfalls, and
demonstrate the value of holistic financial advice.
And that means marketing.
There are dozens of marketing channels and possible avenues to market your
new offering, from Facebook to LinkedIn, direct mail, educational seminars,
case studies, email list, etc. In order to use your marketing budget effectively, be
sure to invest in strategy first. Define your growth goals for the first 1 to 3 years,
describe your ideal client, and identify opportunities to reach those ideal clients.
Remember that your marketing efforts must match the stage of the prospect’s
relationship with your firm. Effective marketing moves wealth advice prospects
through stages organically: starting with awareness, on to evaluation, and into
conversion or sale. Attempting to sell the service to a prospect who doesn’t have
pre-existing trust with your firm will lead to losing the prospect. The same will
happen if you fail to offer an “off ramp” with a clear, compelling call to action that
feels relevant and appropriate for the prospect.
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7 Steps to build a wealth
management firm:
What’s next for you?

When you are ready to evolve your existing business by adding wealth
management services, these seven steps will offer a map for moving forward.
The potential benefits of this decision can be tremendous, but there are many
obstacles to overcome along the way. From figuring out your ideal client, to
choosing your technology stack, to building workflows, it helps to have a guide
walking alongside you.
What if you could accomplish these milestones without having to solve the puzzle
on your own?
What if you could get technical support from a team of professionals that have
been in the wealth management business for more than three decades?
And what if you could get all of this without any upfront investment?
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Get the support you
need to add wealth
management to your
accounting practice

At Capital Directions, we have helped 20 accounting and tax firms solve
these same challenges over the last 30 years — and successfully add wealth
management to better serve their clients and boost their bottom line.
We offer:

Supported, institutional-grade portfolio management
Get access to exclusive investment vehicles and solutions that have historically
only been available to large institutions.
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Turnkey solutions for 401(k) plans
Offer true guidance to 401(k) plan participants — and improve employee
satisfaction and retirement readiness.

Practice management
Charles Schwab gave us the Best Managed Firm Award in a landmark 2007 study
as a recognition of our work in financial planning and wealth management.

A dedicated service team
CPAs can depend on a strong partnership with a wealth advisor, portfolio
manager, and client service manager.

Private-label communications that boost your credibility as an advisor
and position you as an expert.

You’ll also be able to access our Feedback Marketing System, a repeatable,
effective client referral process for financial advisors. It makes the process of
asking for referrals comfortable and simple. The innovative system turns clients
into enthusiastic, well-informed advocates and referral sources for their advisors.
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With access to a comprehensive platform that covers practice management,
investments, and performance coaching, you can offer clients a robust wealth
management service. It is the perfect system for an entrepreneurial accountant
who wants to build a profitable practice and succeed in today’s environment.
Grow your accounting and tax business by offering investment management as
an additional service. Increase revenue, boost enterprise value, and provide more
value to your clients by partnering with Capital Directions. You’ll be able to tap into
our well-established systems, workflows, and experience. For more than 30 years,
we’ve been offering advanced financial planning, investment consulting, and
relationship management services.

Schedule a call with us today to get started.

Michael Bork
678-507-1458
mbork@capdir.com
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