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A trusted investment professional who offers sound
advice and maintains great relationships with clients—
full-service brokerage firms work hard to attract and
retain these stars. Such advisers attract investable assets
that generate reliable revenue for the firm. Yet brokerage
firms are caught in a bind. The benefits of customer
loyalty can easily accrue to the adviser, not the firm. If
clients feel strong ties to the adviser, then an adviser
who switches firms has a good chance of taking many
customers with him or her.

How can brokerage firms resolve this tension? Bain &
Company analysis of a new survey by J.D. Power of
6,500 investors in the US suggests that firms can capture
more of the benefits from loyalty by raising their game
in two areas: Alongside providing sound advice, they
should offer an excellent digital experience around
planning, reviewing and adjusting investments.

Digital intensity in a customer’s interactions is correlated
with a higher Net Promoter Score® (a key metric of
loyalty) for the firm, as opposed to the individual adviser,
the survey shows (see Fﬂwe /). Firms with the highest
loyalty score—USAA, Fidelity and Charles Schwab—
also lead their peers in the degree of their digital, self-
serve model.

Customers who use digital tools to manage their
account gave Net Promoter Scores that are 11 to 20 per-
centage points higher than those who do not. The largest
upward bump comes from customers’ using their
firm’s website as part of their investment planning,
such as using a planning tool, researching specific invest-
ments or reviewing plans—even if they also use their
dedicated adviser (<ee ?@M@ 2).

Firms with higher loyalty scores also have the ability to
retain customers and their assets better, should an indi-
vidual adviser leave for another firm. By contrast, firms
with a low Net Promoter Score were more likely to have
customers say they would follow their adviser to a new
firm if he or she switched (<ee ?@M@ 2).

Even when a customer has a healthy adviser relation-
ship, that correlates with the firm’s share of the cus-
tomer’s wallet but does not correlate with loyalty
(<ee Flgure 4). Improving both customer advocacy
and share of wallet entails two streams of investment
and management:

«  Hire, develop and enable great advisers who build
solid relationships with clients.

«  Refine and improve digital channels that will engage
customers and keep them coming back for thought-
ful content, convenient tools and an attractive inter-
face. Many brokerages, for instance, could stand to
improve their account aggregation tools, which
allow customers to view and analyze all of their
financial holdings and debt across different insti-
tutions, in one place. This requires strong design ca-
pabilities, as well as a high level of customer trust.

Fidelity’s strong loyalty position, for instance, derives in
part from its long-standing mastery of the digital basics.
As far back as 2010, the company’s self-service website
suggested next steps to customers executing certain
transactions, such as ordering new checks or asking
about homeowner’s insurance after they changed
address. Today, Fidelity’s digital investment tools work
equally well on mobile devices, as the company’s mobile
app includes advanced features that mimic a desktop
trading platform. Fidelity Estate Planner provides
online guidance for customers through the estate planning
process. And Fidelity offers live customer support around
the clock via phone, chat or email.

Schwab has also excelled in its digital experience. It offers
both fully automated services, called Schwab Intelligent
Portfolios, and hybrid computer and human investment
services, Schwab Intelligent Advisory, which include
unlimited access to financial planners via phone or
video chat. Like Fidelity, its mobile trading app closely
mirrors the capabilities of the web application.

Customers clearly value compelling digital tools. But
they also value interactions with their adviser. In fact,
the more that customers engage in both types of inter-
action, the higher the loyalty score given by respondents
(<ee F@M@ ). Any firm, moreover, can benchmark
its performance against competitors to see where it has
opportunities to migrate lower-value transactions to
the website (<ee ?@M@ é).

The combination of digital tools and healthy adviser
relationships will help to remove time-consuming
annoyances from everyday transactions and potentially
delight customers. In turn, they will be more likely to
stay with the firm and raise the level of assets invested,
even if their adviser leaves.
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Figure 1
W Customer loyalty leaders excel with digital, selfserve tools
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Notes: Digital interactions include mobile/tablet and website interactions with both firm and adviser's website; adviser interactions include both interactions initiated by
respondent as well as adviser; only companies with more than 200 respondents have been displayed
Source: J.D. Power 2017 U.S. Full Service Investor Satisfaction Study™™

Figure 2
W Investors who use the website give higher loyalty scores than those who don't

¢¢During the past 12 months, which functions have you performed while visiting your firm’s website2??
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Note: Respondents who do not interact via website include respondents who are “aware but have never performed” or are “not aware of function”
Source: J.D. Power 2017 U.S. Full Service Investor Satisfaction Study™
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Figure 3
W Firms with higher NPS are more likely to retain customers whose

adviser leaves

¢¢If your adviser left the firm and joined a new one, how likely are you to follow him/her to the new firm2 *?
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Likelihood to stay with firm if adviser moves*
*Likelihood to stay among customers with $500,000 or more in investable assets
Notes: Only firms with >200 respondents displayed; “likelihood to stay” calculated as percent of respondents who say they “probably will not” or “definitely will not” move if

adviser switches; overall firm NPS computed
Source: J.D. Power 2017 U.S. Full Service Investor Satisfaction Study™

Figure 4
W A healthy adviser relationship improves share of wallet, but does not

translate to firm loyalty
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*Respondents who select “somewhat agree” or “strongly agree” that their financial adviser has a good understanding about their financial goals/needs and takes actions with
the long-term relationship in mind, and that his/her recommendations are in their best interests
Source: J.D. Power 2017 U.S. Full Service Investor Satisfaction Study™
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Figure 5
W More frequent interactions, whether digital or human, are correlated
with higher firm NPS
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Notes: “Digital” includes website and mobile interactions (adviser 33rd percentile: 4, adviser 66th percentile: 7; digital 33rd percentile: 8, digital 66th percentile: 24);
frequency categories are inclusive of lower bound and exclusive of upper bound
Source: J.D. Power 2017 U.S. Full Service Investor Satisfaction Study™

Figure 6
¥ Many firms lag in migrating low-value interactions to their website

¢¢During the past 12 months, which functions have you performed while visiting your firm’s website2??
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Source: J.D. Power 2017 U.S. Full Service Investor Satisfaction Study™
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Bain & Company is the management consulting firm that the world’s business leaders come
to when they want results.

Bain advises clients on strategy, operations, technology, organization, private equity and mergers and acquisitions.
We develop practical, customized insights that clients act on and transfer skills that make change stick. Founded
in 1973, Bain has 55 offices in 36 countries, and our deep expertise and client roster cross every industry and
economic sector. Our clients have outperformed the stock market 4 to 1.

What sets us apart

We believe a consulting firm should be more than an adviser. So we put ourselves in our clients’ shoes, selling
outcomes, not projects. We align our incentives with our clients’ by linking our fees to their results and collaborate
to unlock the full potential of their business. Our Results Delivery® process builds our clients’ capabilities, and
our True North values mean we do the right thing for our clients, people and communities—always.
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