Adviser Musical
Chairs Report
Industry research on financial adviser and licensee movement
Quarter 2, 2021

This research report offers insights that will help key market players, such as fund
managers, life insurers, platform and software providers, to identify key focus
areas to improve sales and marketing strategies. The financial planning and
investment advice industry has undergone significant changes over the past five
years with the implementation of the Future of Financial Advice (FOFA) reforms
and the creation of the Financial Adviser Standards and Ethics Authority (FASEA).
More recently, the introduction of the new FASEA requirements on education
and professional standards for financial advisers and the Royal Commission
into misconduct in the banking, superannuation and financial services industry
changed the industry dynamics substantially. Financial advisers continuously
enter and exit the industry, as well as switch from one licensee to another. This
report shows some of Adviser Ratings analysis and insight into these movements,
for the benefit of those providing products and services to the industry.
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Key Findings

-6%
Quarterly decline in
adviser workforce

1 in 5
Advisers who passed the FASEA
exam and then ceased from
Financial Advice Register.

898
Number of advisers who moved
under a new licensee in Q2, 2021.

58%
Percentage of advisers
who now operate under a
privately-owned licensee.

104
Number of licensees that
ceased operating in Q2, 2021.

69%
Percentage of advisers who
passed the May sitting of the
FASEA exam1.

1. Source: FASEA

pro.adviserratings.com.au
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Industry Overview
The end of the financial year is typically a popular
time for advisers who are contemplating a new
career or retirement to leave the industry. Data
from the past couple of years shows adviser
departures tend to peak in June, before usually
falling to their lowest point in July as licensees
clean their books or trim their adviser workforce.

continued departures from AMP’s licensees,
especially AMP Financial Planning. It came as
ASIC said it has finalised the investigation into
AMP Financial Planning’s fee-for-no-service
conduct that arose from inquiries made at the
Hayne Royal Commission2.

The exit trend has certainly continued this year,
with the convergence of several fracture points
prompting more than 1,400 advisers to depart
in Q2, 2021. The compound effect of COVID-19,
professional standards deadlines, compliance
anguish and PI insurance have placed
tremendous pressure on bottom lines across
the board, and these factors have contributed
to the decisions some advisers have made to
move on. Our special feature below drills down
into the type of adviser who is departing, and
the pressures driving this trend.
In addition to exits, the quarter was marked
by licensee rotation, largely driven by the final
approval of the $1.4bn IOOF takeover of NAB/
MLC. Q2, 2021 saw hundreds of advisers
progressively move under the IOOF banner as
a result of the deal while elsewhere, we saw
2. Source: Professional Planner

pro.adviserratings.com.au

The quarter was
characterised by a mass
adviser exodus and
licensee switching, which
was driven by corporate
consolidation.
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19.6%

19.0%

3.7%

19,116

Chart 1 - Industry overview Q2 2021
FASEA said three quarters of advisers (14,850)
had passed the exam by the end of the quarter,
Licensed Financial
while one in 10 (1,918) have been unsuccessful
18.8%
Advisers
and re-sat the exam (which 65% passed at a
19.6%
19.0%
re-sit). Those yet to pass the exam will be
given more time to do so, as the Minister for
Financial Services Jane Hume announced a
new deadline of September 20223 for those
19,116
who have attempted the exam twice prior to
Licensed Financial
1st January 2021. Not only that, but FASEA has
20.5%
18.8%
Advisers
also announced relief from 3 month registration
requirement for the November 2021 exam4.

Finally, as the quarter came to a close, COVID-19
returned in Sydney, Brisbane and Melbourne. It
brought the start of an extended lockdown to
the harbour city and surrounds, and shorter
lockdowns for the other two cities. Advisers, of
course, will be affected by these changes in a
number of ways. In a business sense, familiar
pressures will re-emerge for some as remote
work returns. A new round of support packages
will see an uptick in client requests for help, as
businesses navigate new government help.
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11.5%

3. Source: Professional Planner
4. Source: FASEA

19.0%
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Adviser Movements
Once again, only a handful of advisers trickled
into the industry this quarter. There were 51
new entrants, but that number was a drop in
the ocean compared to the departures. In fact,
almost 30 times that number exited advice over
the quarter. This is a trend we’ve seen over the
past few quarters, but it significantly escalated
in Q2, 2021.
Chart 2 - Adviser
movements by type

Since 2019, the end of financial year has been
the favoured time for advisers making a strategic
exit to avoid the yearly ASIC levy, which is
charged on a licensee-adviser headcount basis.

For the first time, bank
licensees are overseeing
fewer than 1,000 advisers.
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At a licensee level, the losses from banks
continued, albeit at a slower pace than we saw
at the 2018-19 height (mainly due to the IOOF
takeover of NAB/MLC). Having said that, the
six-month trend paints a picture of sector in
freefall. The volume of bank-licensed advisers
has declined 46 per cent in half a year, as
banks continue to withdraw from unprofitable

advice. For the first time, the number of advisers
licensed by banks has fallen below the 1,000
mark, to 575. The IOOF deal primarily accounts
for that drastic change, as opposed to advisers
leaving the industry completely. The second
steepest six-month decline was in the limited
licensee space (-17%), followed by the Industry
Superfund/Not-for-Profit space (-8.7%).

Chart 3 - Change in number of advisers by licensee segment
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Switching Advisers
There was a whirl of switching activity this
quarter, which was again largely driven by
the transition of NAB/MLC-owned licensees
to the IOOF umbrella. In fact, May 2021 was
the busiest month for advisers moving from
one licensee to another in two years. Over
the quarter, 898 advisers switched licensees,
which was second only to the frenzied third
quarter of 2019.

Movement between licensees is expected to
settle in the upcoming quarter, as corporate
transitions are completed. The re-emergence of
COVID-19 in the community in Sydney may also
put the brakes on switching, as advisers wait for
more stability before finding a new licensee.

Chart 4 - Switched adviser movements
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The IOOF takeover of
NAB/MLC was finalised in
Q2, which saw hundreds
of advisers transition to a
new licensee.
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Special Feature – Industry Hits Crisis Point as Advisers Flee
The financial adviser population hit a grim
milestone this quarter, falling below 20,000
for the first time since we’ve been tracking the
active workforce. There are now 19,116 advisers
on the Financial Advisers Register, and that
figure is set to fall further.
While we’ve long predicted the advice market
would fall to 13,000 advisers5, the contraction
is happening at an accelerated pace. Since
December 2019, the industry has lost almost
4,500 advisers and dropped 19 per cent. In the
recent quarter alone, it has lost six per cent of
its workforce or roughly one in 17 advisers.
As foreshadowed, the end of financial year tends
to have a higher exit rate than other quarters.
By way of comparison, we saw a similar
proportion of ceased adviser registrations at
the end of Q2, 2021. However, this year’s 1,460
net decrease in number of advisers come off
a lower base and therefore make up a slightly
greater proportion of the market.

is based on the number of advisers acting as
authorised representatives of a licensee at
June 30, and has increased 160 per cent over
two years– to $1,500 per retail licensee and
$2,426 per adviser6.
While there is a small pipeline of new talent
dripping into the market, the figures show it
won’t come close to compensating for the
volume of industry losses. Since December
2019, a bit more than 150 advisers have been
registered on the FAR. While that doesn’t take
into account enrolments, we understand those
figures are still in the hundreds, rather than
the thousands7. Last year we also reported on
a financial planning degree dropout rate of 44
per cent, based on our survey of students.

More than six per cent
of the adviser workforce
chose the Q2, 2021 to
leave the industry.

The anecdotal reasons cited by advisers
for leaving include psychological closure
associated with the year’s end, and the
avoidance of the annual ASIC levy. The levy

pro.adviserratings.com.au

5. Source: The Sydney Morning Herald
6. Source: CPA Australia
7. Source: Adviser Ratings Musical Chairs Q2 2020 report
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20%

The Departing Advisers
The advisers the industry lost this quarter had
several characteristics in common.
Interestingly, one in five of the departing advisers
(283) had already completed and passed their
FASEA exam. Previously, completion of the
FASEA exam has been viewed by parts of the
industry as evidence of advisers’ firm intention
or commitment to stay, but this deduction
may be too hasty. While the exact drivers of an
individual’s decision to leave is personal and
often multi-faceted, the cohort that had passed
their exam may have been on the fence about
leaving the industry or propelled to their decision
by increased pressure throughout the year or
even quarter.
As chart 6 shows, almost half of the departing
advisers were operating under large,
privately-owned (100+) or diversified licensees.
When we surveyed advice businesses, we
found practice owners from these two groups
recorded the lowest satisfaction with their
profitability. From business owners operating
under diversified and large, privately-owned
licensees, around 40 per cent were unhappy
with their profitability.

pro.adviserratings.com.au

Chart 5 - Ceased adviser by FASEA exam
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9%

17%
29%
Bank-licensed advisers accounted for the
fewest exits (2 per cent) this quarter. Most of the
attrition from the bank sector due to industry
deals and switching.
Perhaps unsurprisingly, given the larger market
share, most of the exiting advisers came from
either NSW or Victoria. As a share of total
departures, the fewest came from the Northern
Territory and Tasmania.

Chart 6 - Ceased advisers by licensee type
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31%

Chart 7 - Ceased advisers by state
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University’s Dr John Molineux and AIA found 40
per cent of surveyed advisers wanted to leave
advice due to stress, while a further 17 per cent
were unsure about whether they would continue in
the industry. Both compliance and administration
were listed as contributors to high workloads.

Chart 8 - Current vs ceased advisers by licensee segment
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Converging Pressures
The industry will continue to contract as the
pressure on advice businesses grows. Adviser
Ratings now expects the market will level out
around the 13,500 mark, which is a significant
downward revision of our earlier forecast of 15,000.

regulatory and compliance cost pressures have
been key drivers in advisers’ decisions to exit.
However, other factors have also come to the fore.
COVID-19 has burdened many businesses in new
ways, including by exposing inefficient processes.

Our research shows concern about the FASEA
degree and exam requirements; uncertainty about
the future of large licensees, including banks; and

Recently, stress and burnout were identified as
key reasons advisers were considering leaving
the industry. A study from Dr Adam Fraser, Deakin

pro.adviserratings.com.au

The finding that some businesses are
overburdened by administration and compliance
is mirrored in Virtual Business Partners’ research
of practice owners, which showed a sharp
divergence in how profitable and unprofitable
businesses spend their time. It found a high
correlation between how advisers spend their
time, and profitability. Businesses in the top
revenue bracket ($500k+) spent the bulk of their
time (80 per cent) in client meetings and on
business development, while those with less than
$150k in revenue spent just 40 per cent of their
time on the same activities. Those at the lower
end of the revenue scale spent almost 40 per cent
of their time on administration and compliance.
Time pressures for businesses structured around
administration and compliance will continue to
grow and we expect more advisers from these
firms will leave the industry.
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Corporate Actions
On the corporate front, the quarter was
characterised by the completion of ownership
changes, which resulted in new homes for
hundreds of advisers.

Chart 9 - Licensees
with most adviser
additions and
reductions in Q2 2021

MOST ADDITIONS

As chart 9 shows, IOOF-owned licensees
were the only ones to make significant gains
in the quarter due to the NAB/MLC takeover.

MOST REDUCTIONS
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Consultum Financial Advisers, Bridges Financial
Group, RI Advice Group and Godfrey Pembroke
absorbed just shy of 500 advisers, mostly from
MLC-owned GWM Adviser services. Advisers
from GWM splintered off into 19 licensees, with
a handful ending up at Actuate Alliance Services
and Australian Unity.

Licensee

Segment

Number of Advisers
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10
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10
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9
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The quarter also saw large transitions away from
SMSF Advisers Network, particularly closer to
the end of financial year, highlighting the exit of
accountants. As we’ve seen in previous quarters,
AMP-owned licensees and Synchron recorded
significant losses. AMP following part of their
divestment strategy and Synchron, a predominantly
risk-based licensee, impacted by LIF.
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19%

24%

Licensee Movements
In line with adviser departures, the most recent
quarter brought a sharp spike in voluntary
licensee wind-ups. In Q2, 2021, the volume of
discontinued licensees parallels the peak we
saw two years ago. Consistent with recent
trends, most of the closed licensees were
limited licensees and had only been around for
about four years.

the majority overseeing two to five advisers. More
than half of the new registrations cover advisers
shifting from banks and diversified licensees.

Chart 12 - Where were the advisers before
going into a new licensee - Q2 2021
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Chart 11 – Size of new licensees

19%

20

24%

15
15

10

While new licensee registrations bounced
throughout the quarter, as chart 10 shows, they
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Quotable Quotes

APRIL

MAY

JUNE

“The burden of compliance is doing nothing to help
consumers; it’s actually putting advice beyond the
means of average Australians and driving advisers
out of the sector.”

“We support the ability of influential people to make
comments that help improve financial awareness
across Australia. However, it is critical that these
comments do not take the form of providing
financial product advice, but rather contribute to
the thinking about financial strategies.”

“FASEA notes recent media commentary suggesting
the exam is not appropriate for specialist advisers and
is too difficult for them to pass. Consistent with the
requirements of the Corporations Act, the exam is set
as a core competency test applicable to advisers in their
role as a relevant provider and is not a specialist exam.”

Sally Loane
Financial Services Council CEO
—the need to review Statements of Advice

“Given the influence of proxy
advisers on the conduct
of businesses listed on the
ASX, Treasury will consult on
measures to help facilitate greater
transparency of proxy advice.”
Josh Frydenberg
Federal Treasurer
—a proxy advice crackdown

pro.adviserratings.com.au

Phil Anderson
CEO of the Association of Financial Advisers
—quoted in the AFR on cryptocurrency and
unregulated advice

“There is still significant regulatory change this year
with the finalisation of FASEA deadlines, implementation
of royal commission recommendations, changes to
the super system, as well as dealing with the current
pandemic and outcomes of the economic environment
caused by it.”
Dante De Gori
CEO of the Financial Planning Association
on the pressures on advisers.

FASEA’s opening statement to Senate Estimates
June 2 on the adviser exam.

“There will be at least one further
opportunity to pass the exam
offered in 2022 for those who
qualify for the exemption. Costs,
and timings for the 2022 period
have yet to be confirmed.”
Jane Hume
Minister for Superannuation,
Financial Services and the Digital Economy
—adding an extra exam sitting.
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Adviser Weekly Movements
Adviser Ratings has a weekly Adviser
Movement video series that keeps you up
to data with the latest statistics on advisers
joining, switching and leaving the industry.
These videos are posted on the Adviser Ratings
YouTube channel each Thursday / Friday. You
can also find links to the videos below:

April 1
April 8
April 15
April 22
April 29
May 6

pro.adviserratings.com.au

May 13

June 10

May 20

June 17

May 27

June 24

June 3

July 1
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Glossary of Terms
ADVISER MOVEMENTS

LICENSEE TYPES

New adviser

Bank

A new entrant who is newly registered as a financial
adviser on ASIC’s financial adviser register (FAR) in the
sample period.

Ceased adviser

A financial adviser whose AFSL Authorisation with a
licensee has ceased during the sample period.

Switched adviser

An existing or previously licensed financial adviser
who has switched-in to a new practice/licensee in the
sample period.

Returning adviser

A financial adviser whose AFSL Authorisation was
de-registered prior to the sample period and has
switched-in to a new practice/ licensee in the
sample periods.

Where a bank owns the advice licensee although
advisers can be self-employed.

Stockbroker

Where stockbroking is the primary business line
even if owned by a bank.

Industry Superfund / Not for Profit

Includes mutual building societies, credit unions
and banks.

Diversified

Where other core business lines exist within the
broader group.

Limited Licensee

As defined through their ASIC registration under
specific “classes of securities”.

Privately owned (100+ advisers)

Any firm not captured in the other categories
with 100+ advisers.

Privately owned (11-100 advisers)

Any firm not captured in the other categories
with 11-100 advisers.

Privately owned (1-10 advisers)
Note: Licensee type, and accordingly adviser type, is defined
by its ability to authorise products and its ownership structure
(we note many accountants reside in a full licence)

pro.adviserratings.com.au

Any firm not captured in the other categories
with 1-10 advisers.

Once again,
discontinuations
outstripped new
registrations,
especially among
limited licensees.
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AR data provides insights to the financial
services eco-system. We operate as a stand
alone service to assist fund managers, super
funds, platforms, insurers, and other industry
service providers reach advisers they want to
work with.
Consolidating ASIC information with our
proprietary methods, our data is the most
valuable, up to date, and accurate in the
market. Our Nightingale data service can be
customised to any specific scope, including
monthly reports on advisers switching,
entering or exiting the industry.

pro.adviserratings.com.au

Email us today for more information on
our data services.

Enquiries
Stan Segers
sales@adviserratings.com.au

Contributors
Nicolas Peña Mc Gough
Econometrician
nicolas@adviserratings.com.au

Angus Woods
Founder
angus@adviserratings.com.au

Copyright © 2021 Adviser Ratings. All rights reserved. This material
is proprietary and may not be reproduced, transferred, or distributed
in any form without prior written permission from Adviser Ratings.

