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izEquity believes the wealth management industry is expected to continue to rise in overall valuation by
as much as 7 to 9 percent over the next 12-18 months. The actual change will depend in large part on
the speed and depth of implementation of President Trump’s economic and regulatory plans. Besides
the “Trump Effect”, the dynamic nature of the industry with new technology enabled platforms aiding growth
and the rise of dual licensed registered investment advisors (RIAs) are still fueling consolidation efforts and the
market premiums put on many of these firms.

The Three Pillars
BizEquity believes these three pillars along with the average age of leaders of many of these private wealth
management firms will lead to an increase in overall transactions in this sector by as much as 30% the next 5
years. BizEquity also believes that the wealth management and insurance industry are becoming more and
more tied together through the advent of RIAs who sell insurance products. This will lead to higher gross
margins and more revenue diversification in these wealth management firms despite the challenges presented
by online providers of wealth management services.
Overlaying and impacting and primarily supporting the favorable prospects for the industry is the new
leadership in Washington D.C. led by President Donald Trump and a Republican-controlled Congress. Despite
the real world challenges of passing legislation, there are generally consistent positions within the
administrative and legislative branches today with respect to planned regulatory overhauls of both the DoddFrank legislation and the Consumer Financial Protection Bureaus. The general upshot of any changes
emanating from our nation’s capital will be
enhanced sector value due a combination of The most common method of valuation employed by
reduced compliance costs, higher profits due to market participants today is also the most simplistic,
rising stock prices and interest rates and an involving the application of a multiple to recurring
increasingly robust macroeconomic environment.
revenue with valuation results ranging generally
between 1.5 and 3.5 times revenue with a bell curve
While certain policy shifts such as repealing Dodd- between 1.8 and 2.5 times annual receipts. Loosely
Frank will be easier said than done due to the considered a “rule of thumb”, these perspectives are
adoption of these rules across five major federal common among firm owners. Importantly, the same
agencies and any action in the Senate will not be set of factors which drive discount rates and cap
part of the budget reconciliation process (debate rates also drive the determination of such multiples.
cannot be cut off via the 60-vote rule), there is little
doubt that the cumulative impact of Trumpian economics will be positive for the industry. The DOL fiduciary
rule could be delayed for up to two years, which would in effect be its death knell. Another important issue
which seems to have faded in relevance involves the proposed regulations which were released by the
Secretary of the Treasury on August 2, 2016 and attempted to eliminate valuation discounts applied to
minority interests in closely held businesses where the business is controlled by one family. Representatives of
diverse professional organizations and taxpayers alike objected strongly to the breadth of the proposed
regulations and the finalization of the proposed regulations is clearly in serious doubt.

Other policy prescriptions are much more likely to materialize (all of which are favorable for the industry)
ranging from reductions in corporate income tax rates, the potential repeal of the estate tax and a general
aversion to new regulations. See the final section of this paper titled “The Trump Effect” for more insights.

“Sweet Spot” of the Business Cycle and Valuation Multiples
It is no secret that business values in most industries today are benefitting from “the sweet spot” of the
business cycle in between documented historical growth and presumably even better years ahead. For this
reason and many others, valuation multiples within the wealth management space are on the high end of
their historical range. This is particularly true for larger players such as those found in the CNBC Top 100 FeeOnly Wealth Management firms list (See Appendix).
Despite the predominant role played by revenue multiples, it is arguably the case that a multiple of EBITDA
(earnings before interest, taxes, depreciation and amortization) is a more important (realistic) gauge of value especially for larger entities with scale. Multiples between 3 and 9 times are most common, but may reach
higher for select high profile deals. As a balance to the “market-driven multiples”, valuation professionals will
rely on discounted cash flow analysis, whereby future expected “net” cash flows are discounted back into
present value at the appropriate risk-adjusted discount rate.
Among the more popular targets
are larger firms with steady and
above average growth with an
abundance of high end net worth
clients who own one or more
businesses. Besides consolidators
and other RIA’s, active buyers
today include private equity funds,
international acquirers and most
recently regional banks with $5
billion to $50 billion in assets. In
2014, banks acquired 47 RIA’s
compared to around half that
amount one year earlier according
to Silver Lane Advisors.
Calendar year 2016 was another record year for RIA merger and acquisition activity. According to DeVoe and
Company, merger and acquisition activity in the RIA industry hit a new all-time high of 142 transactions
executed in a single year. This third successive record year of M&A is an 8% increase above the previous
record of 132 transactions. The fourth quarter was the ninth successive quarter of 30 or more transactions,
demonstrating a sustained and consistent robust M&A market.
A total of 78 Established RIAs sold during 2016, slightly exceeding the 76 sales in 2015 and twice the volume
that the industry experienced just a few years ago. Breakaway Advisors continued their steady march to
greener pastures. Nearly 65 teams and individuals left RIAs, Wirehouses or IBDs to join RIAs during the year,
nearly triple the number of Breakaways in 2013.

After several years of ‘all boats rising with the tide,’ 2016 experienced a divergence of seller activity by size.
Large RIAs (established firms managing assets between $1B and $5B in AUM) further increased their upward
trajectory in 2016, as did Small RIAs (firms managing between $100MM and $500MM in AUM). This
momentum at the high end is being driven by the interest of a wide variety of deep-pocketed acquirers who
seek to add several billion in AUM in a single transaction. The $100MM to $500MM firms gain the benefits of
scale and strengthen their offering through sales to larger firms, enabling them to compete more effectively in
an evolving marketplace. These firms are being courted aggressively and successfully by the affiliates of
consolidators.
With acquisition multiples rising in recent years, some firms have shifted their growth plans away from buying
out competitors to luring away their best advisory personnel. The impact of this type of shift is minor
compared to the many other positive factors which continue to push deal count and valuation multiples
upward into the second half of 2015. For example, banks such as Live Oak Bank appear to be renewing their
interest in providing financing to the RIA space. This lone bank had made around $100 million in loans to
finance investment advisor acquisitions by late 2014 and their managing director Jason Carroll has not seen a
slowdown in the pace of acquisitions thus far in 2015. As of midyear 2016, this bank had expanded its loan
portfolio of financial advisor loans to more than $300 million (during a three year period).
Mr. Carroll was asked about valuation for such acquisitions and he responded as follows:
The most important factor in these deals is the discounted cash flow, because that’s what pays
back your investment. A valuation is done at a point in time, not a future looking, which is
how a buyer’s looking and say, “Well, how long is it going to take to pay back my
investment?” That’s what they’re more interested in, and that’s what I’m more interested in.
That’s why we want a strategy in place of how you’re going to make sure the clients move
from one platform to another. Are we re-papering? Are we changing investment
philosophies? All those things that cause ripples in the water, we want to mitigate as much as
we can.
According to IBISWorld, there are a total 114,989 Financial Planning Enterprises and 57,493 Securities
Brokering Houses, with headcount totaling approximately 216,881 and 306,831 respectively. These industries
are expected to generate approximately $55.9 billion and $145.6 billion during 2017 (up from $38.5 billion and
$141.3 billion in revenues during 2015). Although estimates vary, the Securities Industry and Financial Markets
Association estimates that there are a total of approximately 16,000 Registered Investment Advisors managing
around $2.4 trillion in assets and there are presently more than 100 startup "Robo-Advisors" in the
marketplace today managing roughly $15 billion in total assets.
The concept is becoming increasingly
widespread across the financial world
and according to some analysts'
predictions, assets controlled by roboadvisors could grow to over $250 billion
by 2020.
According to estimates from the Statista
Digital Market Outlook, the top roboadvisors by assets under management

are US-based. The Vanguard group comes first by a considerable distance with its assets under management
amounting to an estimated $47 billion. Schwab Intelligent Portfolios and Betterment come second and third
with $10.2 and $7.4 billion respectively.
While most financial planners, brokers and robe-advisors are small firms, the influx of new technologies from
well-funded providers specializing in enhanced portfolio management; enhanced client care; and enhanced
prospecting are making it easier for smaller wealth management firms to grow. The firms that are growing the
fastest are the ones servicing either baby boomers looking to sell their business or millennials and young
professionals. CNBC most recently did an article on the numbers of businesses run by baby boomers who are
looking to sell (http://www.cnbc.com/id/100748998). In the majority of these cases, these individuals believe
they can fund retirement through the sale of their business by the astounding figures of 80-100%. BizEquity
believes this offers a tremendous opportunity for wealth advisors to focus on a growing segment and provide
additional value to support and grow their fee structure.
Despite the rapid growth among independent and registered investment advisors (including Robo-advisors)
continues unabated, the major brokerages are still formidable competitors – particularly among high net
worth investors defined as having at least $750,000 managed by an advisor or holding at least $1 million in
financial assets. The unfolding generational transfer of trillions of dollars of wealth coupled with evolving
technology will be the brokerages’ biggest test yet given the common tendency of children to take their
inheritance to another advisory firm.
A UK survey of “mass affluent individuals” conducted by YouGov revealed that 30% of “mass affluent
individuals” expect to increasingly invest via mobile devices, 50% want more transparency on their
investments and 70% would like their investment performance results to be available real-time and on the go.
Robo-advisors have raised more than $750 million to date to facilitate the delivery of new technology.
There is no doubt that technology is both a differentiator and an equalizer within the wealth management
arena as well as a “necessary” determinant of long term success. Common sense suggests that a combination
of “high tech and high touch” will ultimately prove most successful. Intangible qualities such as brand
recognition and fiduciary duty will remain pivotal when the spread of new technology has been fully diffused
as there is no viable substitute for a human relationship when markets implode.

The Trump Effect
There’s little doubt that President Trump will attempt to carry through on the many promises that he made
during the campaign that affect individuals, investors and advisors in the Wealth Management Industry.
Corporations, too, were identified by then-candidate Trump as in need of rescue from what he viewed as eight
years of unfavorable tax and other economic policies.
Although there is still uncertainty as to
what precise policy mix will emerge over
the next four years (witness the health
care plan debacle), few can argue that the
new administration has already had a
sizable impact on the US economy and
investment climate.
Although the term “Trump Effect” has
now been used to refer to situations as
diverse and politically charged as “the
increase in school bullying caused by
rhetoric” to the perceived “scrambling
political dynamics around the world in
reaction to the new President”, it is the
many links to an improving economy, stock market and business valuations which are the focus of this
analysis.
Before delving into our estimates of improving private firm values here in the United States, some background
information in the form of economic and financial performance data shall be presented.

Background and Supporting Data and Perspectives
There are many ways to evaluate the Trump Effect on the US economy and its various “offshoots”, but a few
of the official, publicly-cited effects are presented next.
The Trump Effect has caused or led to record levels in…….
v Consumer optimism as the Conference Board’s Consumer Confidence Index surged to 114.8 in
February. That is up 3 points from January’s 111.8 and represents the best reading since July 2001!
v Manufacturing optimism as the National Association of Manufacturers (NAM) released the first
Manufacturers’ Outlook Survey since President Donald Trump took office, showing a dramatic shift in
sentiment with more than 93% of manufacturers feeling positive about their economic outlook. This is
the highest in the survey’s 20-year history, up from 56.6 percent one year ago and 77.8 percent in
December.
v Public stock index valuations as the Dow Jones Industrial Index hit and surpassed the 21,000 plateau
for the first time ever. In addition:
o Since the November, 2016 Trump election through February 17, 2017, stocks have soared, with
the S&P 500 up more than 11.04%, while U.S. small cap stocks represented by the Russell 2000
have gone up 17.88%.
o International stocks and emerging market stocks have gone up 7.00% and 5.88% respectively.
o Meanwhile, investment grade debt, represented by the Barclays U.S. aggregate has declined
1.83% and muni bonds have fared even worse as interest rates spiked.
o Plus, the 10-year treasury went from 1.86% on 11/8 to 2.43% as of February 21.
While the majority of the most vocal prognosticators were predicting a major stock market crash if Trump
were elected President, they were proven to be as wrong as the New York Times’ 90% probability prediction
that Hillary Clinton would be elected President. Instead of a major crash, the first four months since the
election have been nothing short of spectacular. All of this despite the never-ending political attacks by the
“opposition” which have included threats of impeachment and even assassination.
Daily market report
In the months following Trump's election, most
investors wagered that Trump would be able to
enact his promised pro-economic growth policies.
So they invested billions of dollars into the stock
market as the Dow Jones industrial average
recently broke the 21,000 barrier for the first
time ever.
An unexpected development not widely reported is the reduction in the national debt during his first month in
office (down by $12 billion), adding to the favorable array of economic indicators.
But now that the Trump Administration has released a budget proposal, and has struggled to push a health
care repeal bill through a friendly Republican Congress, the markets have more than just campaign promises

to bet on. Even with the initial failure in passing healthcare reform, the decline in March has been less than
.7% after a roughly 14% rise during the prior four post-election months.

Why Are Valuations Rising?
Understanding the rationale which explains why the economy and stock markets have improved so
dramatically in only 3.5 months is surprisingly easy. In the opinion of BizEquity, the improvement boils down
to two inter-related factors:
Increased optimism among consumers and business owners or a dramatic increase in what John Maynard
Keynes referred to as the “animal spirits” of entrepreneurs
Dramatic improvement in the federal government’s tax, regulatory and trade regime (actual and expected
changes)
The net effect of the combined interaction of these two factors is a considerable increase in the “velocity” of
business activities of all types by economic players including notably consumers and businesses. Even the 4th
quarter GDP growth rate was elevated in the “third” estimate released by the BEA from 1.9% to 2.1%. This
latest GDP estimate released today is based on more complete source data than were available for the
"second" estimate issued last month, i.e. personal consumption expenditures (PCE) increased more than
previously estimated.
More optimism and more confidence translates into more spending, which in turn translates into higher
company revenues, profits and cash flows. With corporate income taxes likely to fall, economy-wide
regulations likely to contract and favorable trade deals expected to bring US companies abroad back home
and spur exports, the optimism-spending-value creation chain grows stronger and stronger.

Macroeconomic Update and Outlook
One needs to look no further than the last set of macroeconomic news published in the “Monday
Morning Outlook” from Elliot Pollack & Company on April 17th, 2017 to see how favorable current conditions and the future outlook - are at the time of valuation. All six bullet points are extremely bullish for the future
course of the US economy:
v The Conference Board consumer confidence index for March was at its highest level since 2000. The
index rose from 116.1 in February to 125.6 in March. This is much better than expected. The index a
year ago was at
v 96.1.
v The University of Michigan's consumer sentiment index for March was 96.9 compared to 96.3 in
February and 91.0 a year ago.
v Corporate net cash flow rose 2.4% in 2016 compared to 2015. In 2015, cash flow was down 1.2%. In
the 4th quarter of 2016, cash flow was up 10.9% from a year ago
v Personal income in the U.S. was up 4.6% in February compared to a year ago. It was up 0.4% from
January. Disposable personal income was up 4.4% from a year ago and personal consumption
expenditures were up 4.8% from a year ago.
v The personal savings rate was 5.6% in February compared to 5.4% in January and 6.0% a year ago.
These are all at satisfactory levels.
v The S&P/Case-Shiller home price index for the 20-city index was up 5.7% from a year ago in January.
The 10-city index was up 5.1%. Thus, housing and home prices continue on a generally upward trend.

v The pending home sales index increased 5.5% to 112.3 in February from 106.4 in January and
represents a 2.6% increase from a year ago. February's level is the highest reading since last April and
the second highest since May, 2006.
The surge in optimism is also seen in transaction levels involving owner-operated businesses. BizBuySell.com,
the Internet's largest business-for-sale marketplace, reported today a record number of first quarter sold
business transactions in early 2017. The full results are included in BizBuySell's Q1 2017 Insight Report, which
aggregates statistics from business-for-sale transactions reported by participating business brokers
nationwide.
A total of 2,368 closed transactions were reported in the first quarter of 2017, a 29 percent increase from this
time last year. Though the spike in small business transactions may be partly due to a rush of buyers and
sellers looking to close deals around the New Year, a healthy economy, strong small business financials, and
access to financing are also enticing more buyers and sellers to the market.
The next table illustrates the spike in deals since the election:

Appendix - BizEquity and CNBC Value the top 100 Wealth Managers in the U.S.

CNBC Rank
1
2
3
4

Firm Name
Creative Planning, Inc.
Carlson Capital Management
CPS Investment Advisors
Jackson Thornton Asset Management, LLC

BizEquity Valuation
229,024,946
17,150,536
13,150,067
11,941,212

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53

BKD Wealth Advisors, LLC
SB Capital Management, Inc.
Adams Hall Wealth Advisors, LLC
AKT Wealth Advisors, LP
GHP Investment Advisors, Inc.
Droms Strauss Wealth Management
Semmax Financial Advisors, Inc.
Daniels + Tansey, LLP
Buckingham Asset Management, LLC
SMF Financial Advisors, LLC
Halbert Hargrove
Dean Investments
Wescott Financial Advisory Group, LLC
Nuance Investments, LLC
Raffa Wealth Management, LLC
Rollins Financial, Inc.
Convergence Investment Partners, LLC
Crowley Wealth Management, Inc.
Jones Barclay Boston & Co.
LB&C
DT Investment Partners, LLC
SVA Plumb Wealth Management, LLC
Alexander Randolph Advisory, Inc.
CJM Wealth Advisers, Ltd.
Waddell & Associates, Inc.
Bloom Asset Management, Inc.
Beaird Harris
ARS Wealth Advisors
Balasa Dinverno Foltz, LLC
TrueWealth Management
Confluence Wealth Management, LLC
Berson & Corrado Investment Advisors, LLC
Column Capital Advisors, LLC
Schenck Investment Solutions, LLC
Smith & Howard Wealth Management, LLC
Sandhill Investment Management
Lutz Financial
Heritage Investment Group, Inc.
The Milestone Group, Inc.
Investment Management Group
FSG Investment Management, LLC
Kraft Asset Management, LLC
Warren Averett Asset Management, LLC
Foster Group, Inc.
Valicenti Advisory Services, Inc.
Private Asset Management, Inc.
Beaumont Financial Partners, LLC
Durbin Bennett Private Wealth Management, LLC
Portfolio Solutions, LLC

39,248,814
7,355,356
36,120,899
11,570,300
12,966,627
4,452,336
8,392,205
3,676,367
102,445,996
8,280,191
65,861,447
8,567,810
33,248,145
16,938,190
8,815,240
4,042,466
8,573,863
2,481,972
4,518,964
39,127,329
8,658,212
29,982,269
3,617,365
7,287,014
11,270,181
14,298,760
11,052,222
5,586,674
50,261,403
15,177,705
8,134,583
4,821,620
8,256,328
8,159,992
8,131,455
8,742,850
9,831,179
12,871,167
26,545,369
41,198,022
9,875,433
3,072,795
27,792,717
21,430,704
4,884,172
12,099,190
45,695,626
13,553,477
21,429,193

54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100

Burt Wealth Advisors
Point View Wealth Management, Inc.
South Texas Money Management, Ltd.
Lauterbach Financial Advisors, LLC
Dixon Hughes Goodman Wealth Advisors, LLC
Wealthstream Advisors, Inc.
Solutions For Wealth Management, LLC
SignatureFD, LLC
AlphaMark Advisors, LLC
Sanderson Wealth Management, LLC
Hutchinson Capital Management
Financial Designs Corp.
Wealth Management, LLC
Whitnell & Co.
Regency Investment Advisors, Inc.
Cahill Financial Advisors, Inc.
SRS Capital Advisors, Inc.
Wagner Bowman Management Corp.
Starfire Investment Advisers, Inc.
Kuntz Lesher Capital, LLC
Woodstock Corp.
American Realty Advisors
United American Capital Corp.
McGill Advisors, Inc.
GreerWalker Wealth Management, LLC
Capital Performance Advisors, LLP
McKinley Carter Wealth Services, Inc.
Lodestar Private Asset Management, LLC
Howard Financial Services, Ltd.
Matter Family Office
Inverness Counsel, LLC
William Mack & Associates, Inc.
Southeast Asset Advisors, Inc.
Signature
Sigma Investment Management Co.
Linwood Investment Advisors, Inc.
REDW Stanley Financial Advisors, LLC
Cranbrook Wealth Management, LLC
Treybourne Wealth Planners
Garde Capital, Inc.
Freedom Advisory
East Coast Asset Management, LLC
Pathway Financial Advisors, LLC
DiGiovine Hnilo Jordan & Johnson Financial Advisors, Ltd.
ShankerValleau Wealth Advisors, Inc.
Talis Advisory Services, LLC
Carter Asset Management, Inc.

6,972,616
2,848,361
39,627,092
3,073,595
15,009,421
4,683,587
2,285,723
35,741,905
4,022,554
9,314,992
8,167,539
3,859,185
10,828,215
18,386,118
3,752,898
5,508,469
4,552,801
6,572,686
4,649,189
4,794,988
10,450,378
13,588,358
67,485,906
15,911,797
4,598,269
14,676,578
11,380,653
4,726,100
11,215,043
43,022,888
40,527,799
3,606,375
29,424,702
52,076,154
6,798,111
2,421,674
7,109,846
6,000,953
2,179,416
8,320,951
1,378,483
5,713,864
3,924,842
2,393,980
3,156,126
2,143,669
2,989,305

