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The evolution of Vanguard Adviser’s Alpha®: 

From portfolios to people

Change is coming to the financial advice industry in the form of stricter regulations, downward pressure on 
fees, and, last but not least, the emergence of technology. While change may provoke anxiety, it can offer an 
opportunity for advisers to enhance their value by building deeper relationships with clients.  

Taking Vanguard Adviser’s Alpha®1 to the next generation means offering a spectrum of high-touch services, 
from behavioural coaching to full-scale wealth management that will help you deepen the trust your clients 
have in you. Developing a high level of trust may likely propel your business forward by extending the life of 
client relationships and generating more referrals.

Leverage the value of uniquely human tasks
It’s clearer than ever that maximising adviser’s alpha in the 21st century increasingly means embracing technology. 
That, in turn, means understanding that advanced skills are likely to remain uniquely human, no matter what 
the industry.2 

The clear historical trend has been that basic or repetitive skills are invariably outsourced to machines, resulting 
in the performance of more and more advanced tasks by people. This trend has undoubtedly affected the 
financial advice industry, with technology liberating advisers to devote more time to advanced tasks.

* Examples of advanced skills include maintaining relationships, training, developing teams, strategising, and solving problems.

Sources: Vanguard calculations, based on data from McKinsey & Company, US Bureau of Labour Statistics, and US Department of Labour O*Net online.

1  Donald G. Bennyhoff, Francis M. Kinniry, 2016. Vanguard Advisor’s Alpha®. Valley Forge, Pa. The Vanguard Group.
2  Donald G. Bennyhoff, Francis M. Kinniry, and Michael A. DiJoseph, 2018. The evolution of Vanguard’s Advisor’s Alpha®. Valley Forge, Pa. The Vanguard Group. 

All subsequent references in this research brief are based on this white paper.

Figure 1. Advanced tasks will dominate the work of the future*
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Find your efficient frontier of advice
In this emerging environment of sophisticated technology, 
fiduciary responsibility to clients, and intensifying price 
competition, how you spend your time is of crucial  
importance to the health of your business. It’s vital to  
recognise that different clients require different types  
of advice and attention. 

At the lower left in Figure 2 are basic services that might 
be recommended to a client; the next level might provide 
a robo-adviser service; the next and more involved offering 
is a full-service online experience, which might include a 
robo-adviser complemented by videoconferencing or other 
modes of electronic communication.

Finally, the most robust service is wealth management, 
which includes a full spectrum of relatively costly  
services, from a robo-adviser platform to the most  
detailed financial planning.

Selecting from a greater breadth of advice models,  
rather than less, enables an adviser to best match the  
preferences of the investors who are likely to become  
a firm’s wealth management clients in the future. Doing 
otherwise could mean risking that by the time a client 
builds the wealth to become a more ideal wealth  
management prospect, he or she could have built  
a relationship with a competitor. 

Take relationship management to the next level
Using technology to streamline your portfolio-centric  
tasks will likely give you more time to provide clients  
with deeper, more complex, and more carefully considered 
advice than when more of your time was devoted to  
constructing asset allocation models. 

The most important aspect of achieving adviser’s alpha  
is becoming an expert at relationship management. The 
transition from a focus on investment management is 
made possible by developing deeper rapport with clients, 
learning as much about them and their families as possible, 
and building their trust.  

Be a behavioural coach
The first step in this trust-building process is establishing 
and perfecting your function as a behavioural coach.  
Clients, particularly younger ones, need guidance on  
how to understand the inherent risks of investing and  
how to manage anxiety when markets turn volatile.

Figure 3. Not all advice can be automated
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Develop your adviser’s alpha
The realities of today’s financial advice landscape have 
put Darwinian pressure on advisers who don’t adapt.  
But the changes, ranging from more stringent regulations 
to lower fees to the encroachment of technology on  
traditionally profitable aspects of the business, do not 
have to spell the end of financial advisers.

As Figure 6 illustrates, those advisers who move beyond 
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After all, some clients have historically exhibited 
performance-chasing behaviour that is often injurious to 
returns.3 An adviser who unfailingly reminds clients of the 
realities of investing is one who can thrive and build trust.  

The more wealthy the client, the bigger the potential 
opportunity is for you to add value with financial planning  
that goes well beyond offering basic asset allocation advice. 
This includes services such as tax planning, estate planning, 
addressing insurance needs, charitable-giving planning,  
and  business succession or sale planning.       

Build high trust
Advisers who embrace these challenges, that is, who seek 
to become relationship managers by offering everything 
from behavioural coaching to comprehensive financial  
planning, will more likely build client trust.

Trust is difficult to define since it has ethical and functional 
aspects, but data from our Advised investor insights™ 
series4 found that 53% of respondents to a survey listed 
the emotional component of trust as the most important 
aspect of their advisory relationship. (See Figure 4.). 

Certain client emotions can lead to increased levels of 
trust. Developing trust, in turn, may translate into obtaining 
referrals and developing your business in what is sure to be 
an increasingly competitive environment. The opposite—
losing clients because of a lack of trust—is equally true,  
as Figure 5 shows.

Prepare to do more for less
A sure sign of the changes under way in the financial 
advice business is that the asset allocation business that 
was once the bread and butter of many practices is no  
longer a differentiator. Investors, as consumers, expect 
more for less, as evidenced by the preponderance of 
investment flows into relatively cheap funds shows. The 
future is likely to be shaped by a lower-advisory-fee world. 

Figure 4. The components of trust

Figure 5. Trust motivates referrals and drives asset retention

investment management practices to become highly  
trusted relationship managers by offering a range of  
services from behavioural coaching to full-scale financial 
planning should thrive.     

For more information about 
Vanguard  Adviser’s Alpha, including 
the full version of  this research, visit  
vanguard.com.au/adviser.

Figure 6. Vanguard Adviser’s Alpha® flywheel

Source: Vanguard.

Sources: Vanguard and Chadwick Martin Bailey.

Source: Vanguard.
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3 Donald G. Bennyhoff, Francis M. Kinniry, 2016. Vanguard Advisor’s Alpha®. Valley Forge, Pa. The Vanguard Group.
4 Vanguard’s Advised investor insights is an ongoing, proprietary research series that provides actionable insights on investor behaviour.
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