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-‘eroded profit margins at

BY BRUCE KELLY

IN YET ANOTHER indication that bro-
keir-dealers are losing ground to regis-
tered investment advisers, the number
of wealth management-focused or retail

‘brokerage firms declined 28% over the
- decade ending last year, according to

Cerulli Associates, with 923 such firms
in 2020 compared to 1,284 in 2010.
The tally by Cerulli is one more sign

“that there's increasingly little room in
" retail brokerage for small or midsize

firms, which are, respectively, those

' with under:100 or less than 500 regis-
‘tered reps and financial advisers.

The high cost of technolo-
gy and compliance hurt many
firms in the decade after the
credit crisis, and persistent-
ly  récord-low interest rates

Over -that same period,

" many advisérs have dropped their bro-

kerage licenses with the Financial In-

" dustry Regulatory Authority Inc, and
‘instead opted to become state or Secu-

rities and Exchange Commission RIAs,
where regulation is regarded by many
as far less of a constraint or burden.
For years, InvestmentNews has
been tracking the steady decline in
small and midsize broker-dealers. In
May, InvestmentNews reported that
for the fifth year in a row, the number
of registered representatives overseein

by Finra declined, while the number of
brokerage firms registered with Finra
fell for the seventh consecutive year,
according to Finra data.

Finra, of cowrse, counts all firms in
its tally, including investment banks
and municipal underwriters, while the

“recent Cerulli analysis focuses on refail

or wealth management broker-dealers.

Mé&A DRIVES GROWTH
Mergers and acquisitions have driven
up the share of industry assets and ad-
viser affiliations controlled by the larg-
est firms, Cerulli noted in the report,
titled U.S. Brokei-Dealer Marketplace:
The Parsuit of Scale,
The analysis “attributes
the decline in the number
of registered brokeir-dealers
to smaller firms dropping
their registration and join-

many such- firms, which for- DECLINE IN ing another broker-dealer or
merly relied on interest from  WERALL FIRMS dropping their broker-dealer
: ¢cash accounts and margin ac- registration in favor of oper-
counts to boost their income. SINCE 2010 ating as independent or hy-

brid registered investment
advisor (RIA) firms,” according to Ce-
rulli.

“A restrictive regulatory environ-
ment for broker-dealer operations, the
increasing cost of maintaining the nec-
essary technology infrastructure to op-
erate a broker-dealer, and a recognition
by firms of the change in their busi-
ness focus away from brokerage-based

business and toward advisory services

are several causes,” Cerulli noted.

bkelly@investmentnews.com
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BY EMILE HaLL
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