Adviser Musical
Chairs Report
Industry research on financial adviser and licensee movement
Quarter 4, 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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Despite new guidelines, the exodus continues
As a new standards regime gets set to kick in, adviser numbers continue
to decline; only the boutique privately-licensed space is growing.

Key Findings

-8.2%
Quarterly drop in the financial
adviser workforce.

-38%
Proportion of bank-licensed
advisers who have departed
over the quarter.

61%
The share of the market privatelylicensed as of Q4 2021.
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4%
Percentage growth in the boutique,
privately-licensed space.

Almost

2/3

Advisers think those who have
twice failed the FASEA exam
should not be able to provide
advice in 2022.

3

Adviser Musical Chairs Report | Quarter 4, 2021

As calendar year 2021 drew to a close, hundreds
of advisers called time of their advice careers,
firmly in line with trends from the past few
years. The workforce has now fallen below the
17,500 mark, with 8.2 per cent of the adviser
universe choosing the final quarter of last year
to depart. It was a predictable outcome, given
the January 2022 deadline for passing the
exam and general operational fatigue across
the workforce from the COVID-19 pandemic.
Legislators are recognising the market is in
freefall and have introduced several measures
to dissuade people from leaving the blooming
profession. Towards the end of last year,
advisers who had twice failed the advice
exam were given a nine-month extension to
October 2022. It came as the Financial Adviser
Standards and Ethics Authority (FASEA) was
retired and the baton passed to the Minister
for Superannuation, Financial Services and the
Digital Economy, Jane Hume. The Australian
Securities and Investments Commission (ASIC)
will now manage the exam.
At the very end of last year, Treasury asked for
feedback on whether the standards do enough
to recognise on-the-job training or if experienced
advisers should be able to circumvent the
degree requirement, provided they complete
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an ethics course. It’s a move Labor’s shadow
superannuation minister, Stephen Jones, has
also proposed, should there be a change of
government later in 2022. A slight majority of
Adviser Ratings readers (56 per cent) thinks
experience should be incorporated into any
revised standards.

With the closure
of FASEA, new
standard-makers are
contemplating how to
keep industry numbers
from falling further.

17.9%
4
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3.8%

17,351

Chart 1 - Industry overview Q4 2021
Elsewhere, the beleaguered Commonwealth
Financial Planning (CommFP) shut its doors
Licensed Financial
in November, which led to dozens of advisers
moving to new licensees, including its
19.1%
Advisers
17.9%
18.5%
corporate partner, AIA. The once-dominant
banks have little presence in the advice market
now, accounting for just 1.9 per cent of the
licensee-segment pool. The boutique licensee
17,351
segment was the only part of the market to
record growth in the final quarter of last year.
Licensed Financial

As face-to-face advice resumed in Q4, 2021,
Australia’s high double-vaccination rate brought
a renewed sense of business optimism. However,
that was very short-lived, with the emergence
of the Omicron variant sending many practices
back to remote operating models. The one
upside is that both advice businesses and
clients have now had many months adjusting
to this ‘new normal’, with smart firms investing
in agile technology platforms to manage their
clients from anywhere. We expect to see
further differentiation between businesses that
can effectively adapt to changes – and have
the infrastructure to support this – and those
that struggle with it.
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Adviser Movements
For the fourth successive quarter, new adviser
numbers increased slightly in Q4. However, the
profession still had fewer than 250 new entrants
across calendar year 2021. Meanwhile, for every
new starter, around 17 advisers exited.
Chart 2 - Adviser
movements by type
New Adviser

In fact, more than 4,000 advisers left the
profession during the calendar year, with most
departing advisers choosing either mid-year or
end of year to leave. Again, the mass exits in
Q4 were not unexpected, given the deadline for

advisers to have completed their exam. We also
saw significant losses at the end of the 2020-21
financial year, which tends to be a typical time
for advisers to depart, for accounting reasons
and to avoid paying another year’s ASIC levy.
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On the licensee segment front, the biggest
losses were once again recorded in the bank
and limited licensee sector. With more than 200
bank-licensed advisers departing the industry or
switching licensees, the segment now has only
a few hundred advisers on the books. Limited
licensees face a similar scenario, as accountants

continue to lose interest in advice. Limited
licensees now account for less than 3 per cent
of the market. At the other end of the spectrum,
boutique private licensees saw modest growth
in market share, while other segments have
mostly retained theirs.

As the exam deadline
arrived, almost 1500
advisers chose to exit the
market in Q4 2021.

Chart 3 - Change in number of advisers by licensee segment
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Switching Advisers
It was a fairly subdued quarter for switching
activity overall, with October marking the
quietest month for licensee musical chairs
across calendar year 2021. Across the quarter,
more than 600 advisers switched licensees.
We saw a slight lift in adviser switching in
November, after both Sydney and Melbourne
had exited their respective lockdowns and
many advisers returned to face-to-face

activities. However, much of this movement
can be attributed to the shift of former
CommFP advisers to AIA and elsewhere.
Across the year, May was the busiest month
for adviser switching, most of which was
accounted for by corporate activity, with NAB/
MLC licensed advisers moving under the IOOF
umbrella.

Chart 4 - Switched adviser movements
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While it was a quiet
quarter for adviser
switching, we expect
activity to pick up again
in the new year.
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Special feature: An industry in freefall – chronicling the last few years
When the Royal Commission into Misconduct
in the Banking, Superannuation and Financial
Services Industry exposed the extent of
wrongdoing within the advice industry, few
could argue advice practices could avoid the
pursuit of professionalisation.
However, five years since the start of the
investigation and the establishment of FASEA,
the industry looks very different. On one hand,
standards have been raised, which our analysis
shows has resulted in better quality ratings for
advisers. Most advisers are now degree qualified
or equivalent and have passed their exam.

On the other hand, more than 10,000 advisers
have left the workforce, which raises doubts
about the ability of the current cohort to meet
the needs of retiring Australians. From a peak
of almost 28,000 in 2019, there are now fewer
than 17,500 registered financial advisers. As
Figure 6 shows, the number of new entrants
continues to be dwarfed by exiting advisers.

Undoubtedly, this has implications for hundreds
of thousands of pre-retirees and retirees who
want advice, but can’t access it or afford to pay
for it. In fact, recent Adviser Ratings consumer
research showed most of the surveyed group
saw value in advice, but only one in 20 would
pay the 2021 median advice fee of $3,256.

Figure 6 – Adviser movement, 2014-2021
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Licensee Musical Chairs
Beyond adviser departures, we’ve also witnessed
the swift collapse of the vertical integration model.
In 2017, most advisers were licensed by one of
the Big Four banks or AMP. Today, the banks
are virtually non-existent in the market. In fact,
National Australia Bank (NAB) – which has the
largest presence – has only 99 licensed advisers.
AMP Financial Planning has fewer than 600
advisers on its licence, and the number dwindles
every quarter. In the past year, the scandal-ridden
corporate has lost 27 per cent of its adviser base.

It’s a similar story elsewhere at the top end of
town, where big licensees have reassessed the
value in licensing advisers. In the past year, we’ve
seen many of the heavyweights enter takeover
arrangements or exit the market completely,
which has shifted advisers to a spectrum of new
licensees. For example, the IOOF acquisition
of NAB/MLC dislodged 411 advisers from
MLC-aligned GWM Financial Services in 2021.
Last year, we also saw the closure of Financial
Services Partners, which displaced 125 advisers,
and Godfrey Pembroke, which left 77 needing
new licensees.

Figure 7 – Adviser distribution by segment, 2017-2021
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Other licensees that have stuck around haven’t
been immune to advisers’ desire for change.

headcounts amid the general industry decline.
Examples include Morgans Financial, which
lost just 9 per cent of its 492 advisers in 2021;
Capstone, which saw just one adviser from its
261 depart; and Fortnum Private Wealth, which
lost six advisers (from 207).

Exiting accountants saw the SMSF Advisers
Network’s adviser numbers fall 66 per cent – or a
545 headcount – in calendar year 2021. Synchron,
meanwhile, lost a quarter of its advisers, or 128
in total, over the course of the year, while Merit
Wealth lost 115.

So, where are the other, remaining advisers
ending up? Among those who’ve stayed, formerly
bank-licensed advisers have now primarily
fractured off to privately-owned licensees, with

At the same time, there are a few mid-sized to
large outliers that have managed to keep strong

Figure 8 – Licensee distribution per segment, 2017-2022
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a particular preference for boutiques. Since
2017, the small, private licensee, with one to 10
advisers, is the only segment to have grown
amid the mass exodus. There are now more than
700 more advisers licensed in this space than
there were five years ago. Advisers tell us they
don’t miss being tied to limited product lists; the
main teething problems listed have been around
access to some of the traditional technology and
support services that big licensees could provide
at low cost.
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Where to now?
Despite the advice industry shrinking by a third of
its size since 2019, our analysis suggests it has
further to fall before it plateaus. In fact, we expect
numbers to fall below the 15,000 mark in the next
two to three years. Leaving education standards
to one side, advisers tell us they are grappling with
continual profitability and cost pressure, as well
as COVID-19 uncertainty and limited time to meet
compliance obligations. Meanwhile, our research

shows one in six advisers who have departed the
industry had passed the exam, which indicates a
commitment to professional benchmarks is not
always indicative of a long-term desire to stick
around. While regulators are looking at what
they can do to induce more people into advice
careers, they will need to act quickly to address
what could be a dire situation for Australians who
want affordable financial advice.

Figure 7 – New, deregistered and returning licensees, 2015-2021
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Corporate Actions

Chart 9 - Licensees
with most adviser
additions and
reductions in Q4 2021

MOST ADDITIONS

The closure of Commonwealth Financial
Planning was a noteworthy action of the quarter,
which resulted in new homes or industry
departures for 174 advisers. The bank licensee
said it had formed an advice referral relationship
with AIA Australia, which absorbed about a third
of former CommFP advisers over the quarter.
However, the remainder have splintered across

MOST REDUCTIONS
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the market, with 17 licensees taking on advisers
from the big bank. Count Financial, Lifespan
and RI Group are among the recipients.
Nevertheless, SMSF Advisers Network rushed
and took the first place with 354 advisers
departing by end of December. This is not
surprising given the legislation change from

Apart from AIA, Alliance Wealth and E.L &
C. Baillieu were the only licensees to record
double-digit growth across the quarter. Alliance
Wealth received most of its new advisers from
Mortgage Choice-owned FinChoice.
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E.L. & C. BAILLIEU LIMITED

Stockbroker

PERPETUAL TRUSTEE COMPANY LIMITED

Diversified

PICTURE WEALTH ADVISORY PTY LTD
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7%

Licensee Movements
Licensee closures rose at the end of last year,
after a brief period of stabilisation in Q3 2021.
Consistent with recent trends, most of the
voluntary wind-ups were among limited and small
privately-owned licensees. Collectively, these two
segments accounted for more than 90 per cent of
licensee discontinuations for the quarter.

In terms of new licensee registrations, the
boutique, privately-owned licensee continues to
be the model of choice. In fact, most advisers
moved either to solo licensees or those with five
advisers or fewer.

Chart 12 - Where were advisers before
going to a new licensee
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Chart 11 – Size of new licensees
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While in previous quarters we’ve seen mainly
young licensees close, almost half of ceased
licensees for Q4 had been operating for six
years or more, with a handful dating back to the
early 2000s.
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Quotable Quotes

OCTOBER

NOVEMBER

DECEMBER

“Current regulations prescribe compliance
obligations at every step of the advice process.
They are an unprecedented driver of cost for
financial advisers and consumers and are past
their use-by date.”

“The issues raised in these matters should not
have occurred, and our processes, systems and
monitoring should have been better.”

“We’re going to assume that 10
years-plus experience is worth at
least a degree.”

Sally Loane
Financial Services Council CEO
—the FSC has a plan to simplify the
advice process.

“One of the reasons we had a Banking Royal
Commission was because thousands of victims
of financial misconduct had been left without
compensation. The establishment of a compensation
scheme was one of the Royal Commission’s most
important recommendations. The Government’s
proposals fail to live up to the spirit and letter of the
Royal Commission’s recommendations.”
Alan Kirkland
Choice chief executive
—the government’s proposed
compensation scheme won’t achieve
enough for victims of financial crime.
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Peter King
Westpac chief executive
—responding to a lawsuit that alleges
the bank charged more than 11,000
dead people financial advice fees.

“The implications for consumers are potentially huge.
It is almost an article of faith that no one should invest
in something they don’t understand. Who among us
can say they really understand crypto-assets and
cryptocurrencies?”
Joe Longo
ASIC chairman
–urged caution at the Financial Review’s
super and wealth summit about investing
in cryptocurrency.

Stephen Jones
Labor
–told the Association of Independently Owned
Financial Professionals conference he would scrap
the degree requirement for experienced advisers if
elected this year.

“I don’t believe Omicron is
going to stop the momentum
in our recovery.”
Josh Frydenberg
Treasurer
–was bullish on an economic bounceback in
an interview with the Sydney Morning Herald
and The Age.
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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:

October 6
October 13
October 20
October 26
November 3
November 10

pro.adviserratings.com.au

November 17

December 8

November 24

December 15

November 30

December 24

December 1

Jan 12 (may include some Dec movements)
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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)
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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.
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