
Separating the Wheat 
from the Chaff

Another growing trend in advisor compensation spells bad news 
for the low man on the corporate totem pole. In addition to worrying 
about how safe their jobs will be tomorrow, the lower producers also 
are seeing their pay get chipped away today at many companies.

Morgan Stanley has wielded the axe on the bottom end of its 
cash grid. Advisors who have been registered for at least eight years 
and who generate $200,000 or less now only receive a 20% payout, 
down from 25% last year. This contrasts with the attention on the 
high end. Morgan has added a new bracket for advisors who generate 
$3 million or more  in production. They now receive a 42% to 44% 
payout, depending on the types of products they sell. 

UBS has streamlined its production brackets from 17 to 10, and 
in the process slashed payouts for lower producers. Where there were 
formerly six potential breakpoints for producers under $200,000 with 
payouts ranging from 29% to 34%, now there’s just one with a payout 
of 28%. That is lower even than the low end of the previous range.  
Levitan of UBS says it’s not viable to support a $200,000 producer 
long-term, unless the advisor is in the process of building his book. 
“It’s an expensive model. There are levels where it’s profitable at and 
levels where it isn’t,” he says.

On this front, the regional firms appear to agree. They don’t want 
the lower-end producers either. Janney, for instance, slashed payouts 
at the bottom. Advisors who generate $175,000 to $200,000 a year 
in fees and commissions saw their payouts fall by fully one-third 
(now 20%, previously 30%). Advisors in the $200,000 to $249,999 
range are facing a cut of almost one-fifth of their payouts (from 37% 
to 30%). The cuts continue to diminish, in percentage terms, until 
production reaches $350,000 to $464,999, at which point advisors 
at least stay even with last year.

Janney’s Lombard says the cuts were to demonstrate, in part, the 
nature of the firm. “We wanted to make a statement that Janney 
Montgomery Scott is a place where successful financial consultants 
are treated extremely well,” says Lombard. Indeed, its 46% payout 
for million-dollar-plus producers rivals the major wirehouses. 

In fact, on that front, a number of the regionals rival the wirehouses. 
In all four production levels broken out by On Wall Street—at $200,000; 
$400,000; $600,000 and $1 million—the wirehouses and regionals 
are listed in separate groups. But if all the companies are viewed as 
one large group, at least one regional shop at each level outranks all 
the wirehouses in terms of cash and deferred compensation. (See the 
comparative charts on pages 30 and 31.) Moreover, in three of those 
production  levels—at $200,000; $400,000 and $600,000—there are 
at least three regionals that best all the wirehouses.

Hilliard is one of the few firms bucking the trend of punishing 
the lower producers, but only to an extent. Under its new, simpli-
fied grid, Metzger says that $300,000 producers may get a small 
increase. “Other firms tend to be pushing $300,000 advisors out. 
We are welcoming them,” he says. Metzger points to the lower costs 
in the Midwest as the main reason why Hilliard’s lower-end focus is 
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Trust managed accounts 35%

Advisory solutions—
Mutual Fund Asset Fee 
Based Account

40% on fees with 
discount below 16%

30% on fees 
discounted 16%-30% 

Edward Jones pays advisors a bonus based on the branch’s profitability. 
For 2008 the average bonus for FAs with $200,000 in production was 
0.14%; $400,000 was 2.53%; $600,000 was 5.26%; and $1 mn was 7.59%.

Edward Jones contributes 24% of the firm’s net income to its employee 
profit sharing/ deferred compensation plan. The 2008 rate has not been 
determined but the 2007 rate was 5.84% of the advisor’s net commissions 
and bonuses. Contributions are 100% vested immediately. 

Edward JonEs
Product

Stocks 35%-40%

Discounted stock trades 25%-40%

Municipal, corporate and 
government bonds, CDs

40%

Mutual funds:     A-shares 40%

            B and C-shares 35%

Annuities:           A-shares 40%

B and C-shares • 40% on orders of less 
than $100,000

• 35% on orders between 
$100,000 and $249,999

• 20% on orders of 
between $250,000 and 

$999,999
• 0% on orders of more 

than $1,000,000

rBC
Production Range

Base
Commission

WAP 
Bonus

up to $174,999 20% -0-

$175,000 - $199,999 28% -0-

$200,000 - $224,999 32% -0-

$225,000 - $249,999 35% -0-

$250,000 - $299,999 37% -0-

$300,000 - $349,999 39% 1.75%

$350,000 - $399,999 40% 1.75%

$400,000 - $499,999 41% 2.50%

$500,000 - $599,999 42% 2.50%

$600,000 - $799,999 43% 3.50%

$800,000 - $999,999 44% 3.50%

$ 1,000,000 - $1,249,999 45% 3.50%

$1,250,000 - $1,499,999 45% 3.75%

$1,500,000 + 45% 5.00%

 Wealth Accumulation Plan productivity bonus requires 5-year vesting 
period and is cancelled if the advisor leaves the company.
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