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To the Wealth and Investment Management Industries

W EA L TH M A N A G EM EN T M&A TO BE “S U B LE & S E LE CT IV E ”
Originally Published By Paul Menchaca, Financial Planning

With more wealth managers pursuing succession plans, and mergers becoming more attractive for facilitating
growth and value, there should be a significant uptick in M&A activity in 2010, according to a report from M&A
consultants Echelon Partners.
The Los Angeles-based consulting firm said in its latest research paper, however, that the M&A business this year
will be different “from the freewheeling period of 2004 to 2007,” when “there were no shortage of options to
pursue whether you were looking to acquire or looking to sell.”

Echelon said the M&A market in 2010 will be more subtle and selective.
Echelon measures two types of sellers: established wealth managers and advisors in motion, who are looking to
leave larger firms to start their own or affiliate with other firms. The robust M&A period from 2004 to 2007 was
driven by high cash flows, high valuation multiples, opportunistic sellers looking to cash in on peak valuations,
and industry veterans looking to retire. Almost all of these factors declined precipitously in 2008 and 2009.
The market for wealth management firms in 2010 will depend on the strength of the equity markets. If they are
up 10% or more, the supply of sellers should increase significantly over last year's levels. If the markets are flat or
down, the number of participants may increase, but deal activity will be slower and more cautious.

Other findings from the report: More wealth managers are pursuing succession plans instead of outright sales,
because they want to maintain a long-term stake in the equity in their firm. Merging has also become more
attractive than ever, because of the number of professionals looking to facilitate these deals—custodians,
consultants, attorneys, investment bankers and recruiting firms. Overall, deal volume will increase as valuations
continue to improve and activity that had been put on hold over the past two years begins to take place.
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