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wirehouses

Pay cuts likely to force thousands out the door
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"It will be a tsunami" of movement out of the major firms this year and in coming
years, said Ron Kruszewski, chief executive of Stifel Financial Corp. of St. Louis. He
couldn't specify how many low-producing refugees Stifel might pick up, "but we're
very well-positioned to benefit from the reshuffling that's taking place,” he said.

This year, the New York-based firms Merrill Lynch & Co. Inc., Morgan Stanley and
Smith Barney, the brokerage unit of Citigroup Inc. that will be combining with Morgan
Stanley, all cut payouts for low-producing reps.

Veterans doing less than $300,000 are getting 20% or 25% of what they produce.
Many of these reps had been getting 30% or more of their revenue.

RETAIL REVENUE

At the same time, retail revenue this year could be down 20% or more from 2008
due to lower asset levels and nervous clients, brokers said.

"l think we'll see a pretty big flight out before [the end of] June," said one Merrill rep
in an office with a majority of lower producers. The broker asked not to be identified.

Merrill will implement its low-pay policy at the end of June, when veteran producers
who aren't annualizing at $300,000 will be charged back for business paid out at a
higher rate. That means that they will have to pay back part of their net pay from the
first half of the year.

"So people will work for free [after] June," the Merrill rep said.

"l imagine [brokers] who are not on track will be gone by then," this broker added.
"People here are pretty out in the open about talking to other firms."

Separately, Merrill recently laid off several hundred brokers who were in their first
two years of production. The firm declined to specify the number but said that the
dismissals were performance-based.

Up and down the Street, $500,000-and-under brokers are wondering about their
status.

Bank of America Corp. of Charlotte, N.C., offered virtually nothing to any Merrill
brokers who produced less than that amount. The new Morgan Stanley Smith
Barney venture is expected to offer brokers something similar.

"There's definitely a David-versus-Goliath atmosphere here," said a low-producing
Smith Barney broker, who asked not to be identified and plans to go to an
independent firm.

Regional and independent firms are the likely new homes for many low-producing
refugees. But some regional firms are getting pickier.

"We just raised our minimum to $500,000 [for new recruits], because the floodgates
have opened" at the wirehouses, said Jerry Lombard, president of the retail unit at
Janney Montgomery Scott LLC in Philadelphia.

"It's not just low-producers but some of their best producers" who are leaving, he
said.

Janney normally picks up 50 to 60 recruits a year. But by the end of January, the
firm had already added 18, Mr. Lombard said. Recruiting "has just exploded," he
said.

RBC Wealth Management Inc. of Minneapolis is "looking to hire first- or second-
quintile" brokers from the competition, said Jonell Rusinko, an RBC spokeswoman.
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"We've been getting a record level of inquiries across the board from all types of
brokers," she said.

Through its fiscal year ended last October, RBC brought in 157 re-cruits, compared
with 96 in the previous year, Ms. Rusinko said.

Fourth-quarter recruiting activity at Ameriprise Financial Services Inc., which offers a
choice of platforms, including working as an independent contractor or as an
employee broker, was double that of the year-earlier period, said Manish Dave,
senior director of experienced recruiting at the Minneapolis-based firm. "It's from a
combination of the turmoil at the wirehouses and from people who are intrigued with
our business model," he said.

Likewise, recruiting activity is surging at LPL Financial of Boston.

Leads from wirehouse reps who produce between $125,000 and $500,000 jumped
85% in the fourth quarter, compared with the third quarter, said Bill Morrissey, LPL
executive vice president of branch development.

And leads from $500,000-plus producers grew even more, up 92% over the same
time period.

"Events are pushing many [brokers] to consider independent [firms] for the first
time," Mr. Morrissey said.

Many will be forced out of the wirehouses, "particularly at the low-producing
threshold," he said.

Although low-producers may find new homes, some observers lament their loss from
the major firms.

Low-producers "usually run a nice, clean business, spend a lot of time with their
clients [and help] maintain whatever good reputation we have in this industry," said
Frank Campanale, chief executive of Advanced Equities Wealth Management, a unit
of Advanced Equities Financial Corp. in Chicago.

Brokers at Advanced Equities produce between $300,000 to $400,000 on average,
he said. Mr. Campanale said he expects that his firm will also be one of the
beneficiaries from the wirehouse outflow.

E-mail Dan Jamieson at djamieson@investmentnews.com.
& = ©
FRINT EMAIL RSS REPRINT SHARE

Recommend this article?
£ Recommend

User Comments FouERED BY G Plucha,

You must be logged in to leave a comment. Login | Register

http://www.investmentnews.com/apps/pbcs.dll/article? AID=/20090208/REG/302089974[2/8/2009 9:58:08 AM]



mailto:djamieson@investmentnews.com
http://www.investmentnews.com/apps/pbcs.dll/article?AID=/20090208/REG/302089974&template=printart
http://www.investmentnews.com/apps/pbcs.dll/art_tips?Site=CI&Date=20090208&Category=REG&ArtNo=302089974&Ref=AR&headline=Low-producers%20%20to%20exit%20wirehouses
http://www.investmentnews.com/apps/pbcs.dll/section?category=RSS
http://www.investmentnews.com/reprints
http://www.addthis.com/bookmark.php
http://www.pluck.com/
http://sitelife.investmentnews.com/ver1.0/Comment/CommentsFrame?&plckTargetTitle=Low-producers++to+exit+wirehouses+-+InvestmentNews+%0a&plckTargetUrl=http%3a%2f%2fwww.investmentnews.com%2fapps%2fpbcs.dll%2farticle%3fAID%3d%2f20090208%2fREG%2f302089974&plckTargetKey=Article302089974&plckTargetKeyType=ExternalResource&plckRedirectToUrl=#
http://sitelife.investmentnews.com/ver1.0/Comment/CommentsFrame?&plckTargetTitle=Low-producers++to+exit+wirehouses+-+InvestmentNews+%0a&plckTargetUrl=http%3a%2f%2fwww.investmentnews.com%2fapps%2fpbcs.dll%2farticle%3fAID%3d%2f20090208%2fREG%2f302089974&plckTargetKey=Article302089974&plckTargetKeyType=ExternalResource&plckRedirectToUrl=#

Low-producers to exit wirehouses - InvestmentNews

Reproductions and distribution of the above news story are strictly prohibited. To order reprints and/or
request permission to use the article in full or partial format please contact our Reprint Sales Manager at
(732) 723-0569.

Invest in Yourself NOW! March 22-24, 2008 ﬁ! .
The ASPPA 401 (k) SUMMIT San Diego, CA LML

About Us | Contact Us | Search | Editorial Calendar | Advertise
Subscriber Services: Subscribe | Renew | Subscription Status | Pay an Invoice | Change Mail Address
Reprints | List Rental | Issue Index | Privacy Policy | Terms & Conditions
Crain Financial Group: Pensions & Investments | FinancialWeek | Workforce Management

Copyright © 2009 Crain Communications Inc.
Use of editorial content without permission is strictly prohibited. All rights reserved.

Site Design by Karen Morstad & Associates.

Fund Data Provided by Markets Data Provided by
POWERED EY quotemedia
euﬁbzn

http://www.investmentnews.com/apps/pbcs.dll/article? AID=/20090208/REG/302089974[2/8/2009 9:58:08 AM]


http://oas-central.realmedia.com/RealMedia/ads/click_lx.ads/www.investmentnews.com/article/302089974/L30/769108837/Bottom/crain/INO_OT_ASPPA_ROS_BTM_BNR_0209/SUMMIT-728x90.gif/533062746a6b6d5044786341436c426b?x
http://www.investmentnews.com/apps/pbcs.dll/qwikNavsearch?QwikNav=ABOUT
http://www.investmentnews.com/apps/pbcs.dll/qwikNavsearch?QwikNav=CONTACT_US
http://www.investmentnews.com/apps/pbcs.dll/section?category=ADVANCEDSEARCH
http://www.investmentnews.com/editcalendar
http://www.investmentnews.com/advertise
https://sec.crain.com/IN/QuickOrder.aspx?PromotionCode=W8INWBN
https://sec.crain.com/IN/LaunchPad.aspx?d=Renew&p=W8INWBR
https://sec.crain.com/IN/Login.aspx?ReturnUrl=/IN/Customers/SiteSubscriptions.aspx
https://sec.crain.com/IN/Login.aspx?ReturnUrl=/IN/Customers/OpenInvoices.aspx
https://sec.crain.com/IN/Login.aspx?ReturnUrl=/IN/Customers/ChangeAddress.aspx
http://www.investmentnews.com/reprints
http://www.investmentnews.com/listrental
http://www.investmentnews.com/apps/pbcs.dll/section?category=SITEMAP
http://www.investmentnews.com/apps/pbcs.dll/qwikNavsearch?QwikNav=PRIVACY
http://www.investmentnews.com/apps/pbcs.dll/qwikNavsearch?QwikNav=TERMSCONDITIONS
http://www.pionline.com/
http://www.financialweek.com/
http://www.workforce.com/
http://www.crain.com/
http://www.karenmorstad.com/
http://www.lipperweb.com/
http://www.quotemedia.com/

	investmentnews.com
	Low-producers to exit wirehouses - InvestmentNews


	AwOTAyMDgvUkVHLzMwMjA4OTk3NAA=: 
	multiSearch: 
	q: 
	input3: 
	searchType: archive


	UmcGxja1JlZGlyZWN0VG9Vcmw9AA==: 
	form3: 
	comment.Body: 
	comment.ParentTitle: Low-producers  to exit wirehouses - InvestmentNews 
	comment.Url: http://www.investmentnews.com/apps/pbcs.dll/article?AID=/20090208/REG/302089974
	plckSort: TimeStampDescending
	plckTargetKey: Article302089974
	plckItemsPerPage: 10
	plckCurrentPage: -1
	plckTargetKeyType: ExternalResource
	plckRedirectToUrl: 
	input5: 
	comment.ParentTitle_(1): Low-producers  to exit wirehouses - InvestmentNews 
	comment.Url_(1): http://www.investmentnews.com/apps/pbcs.dll/article?AID=/20090208/REG/302089974
	plckSort_(1): TimeStampDescending
	plckTargetKey_(1): Article302089974
	plckItemsPerPage_(1): 10
	plckCurrentPage_(1): -1
	plckTargetKeyType_(1): ExternalResource
	plckRedirectToUrl_(1): 




