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The Promise and Perils of Hiring a Junior Advisor – Whitepaper from CX Insitutional 
 

One of the great things about running a financial planning business is the ability to do things 
your own way. Advisors love to find a unique way to serve clients, or manage investments, or 
provide client appreciation events. And yet as I talk with dozens of advisors, some patterns begin 
to emerge among the individuality. One common theme is that many veteran advisors are 
considering hiring a junior advisor to serve as their succession plan. The concept is great: bring 
in a smart, hungry 20 something; teach him or her to serve clients and how to sell, get the clients 
comfortable with the young blood. In a few years they can buy the practice and make payments 
to supplement the senior advisor’s retirement income. Everybody wins! 
 
While the promise of this plan is great, there are some perilous traps along the way: 
 
Hiring is Hard to Do 

It takes a long time to find, interview and hire the right person. At the time of this writing 
unemployment is at 60 year lows. So, most people who want jobs already have them. Advisors 
have a few options for finding a junior advisor. First, they can look for a recent graduate from a 
financial planning program at a local college. According to Financial Planning magazine, there 
are 105 CFP® Board-registered college programs in the United States. Veteran advisors looking 
for a junior advisor can go to career fairs, attend campus visits or even post a position on the 
CFP® job board or another commercial job website such as Indeed.com. There are recruiters and 
services which will do the legwork for you, in exchange for a fee of about 35% of the first year’s 
salary. And recognizing how hard it is to source a candidate, that fee is probably a fair exchange. 
Other options to find candidates include advisors with a couple years of experience or even job 
changers from outside the industry. Each of these types of candidate comes with its own set of 
challenges. 

Once a group of candidates is identified, the advisor needs to interview them. The interview 
process should be designed to evaluate technical skills, personality type, communication style, 
learning style and cultural fit. There are a number of tools and instruments which can help with 
this analysis. However, most financial advisors have limited experience evaluating candidates for 
a sales role and may be unfamiliar with using assessment tools or interpreting the results as they 
apply to our industry. 

After a thorough selection process, the incumbent advisor needs to make a compelling offer. 
This probably needs to include a salary, health insurance and retirement plan. Many advisors are 
not used to offering these benefits as their former or current staff are often covered by their 
spouse’s insurance. This may mean that the financial advisor who is looking to retire now has to 
become a benefits administrator! And one more thing that many candidates are looking for in an 
offer is a clearly defined career path. Candidates want to know how they will get promoted, how 
their income will grow and how quickly they can become partner.  
 
The Trouble with Training 

New financial advisors have to master a long list of skills. You have acquired this expertise 
over decades of experience, but it needs to be transferred to the new hire within months or a 
couple years at most. Here is a partial list – you might add a few more items:
 How to answer the phone 
 Pass licensing exams 

 Developing financial plans 
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 Write a summary letter or professional e-
mail 

 Finding cost basis 
 How to trade stocks, bonds and mutual 

funds 
 Fill out new account app 
 How beneficiary designations work 
 How to find statements 
 Compliance tasks 
 How annuities work 
 Permanent vs. term life insurance 
 How disability insurance works 
 How LTC insurance works 
 How Social Security works 
  

 How to navigate the BD or custodian’s 
website 

 How to calm down an upset client 
 How to handle an estate settlement 
 How to ask for a referral 
 How to conduct an initial interview 
 How to conduct a discovery meeting 
 How to make a proposal/close business 
 How asset allocation works 
 Dollar cost averaging 
 Periodic rebalancing 
 Understand tax returns 
 How to get cash to a client 
 How to interact with CPAs and attorneys 
 How estate planning works 
 

 
Most successful financial advisors are used to getting things done. Training a new financial 
advisor can be a slow, tedious process. Expect the new hire to ask about 2,000 questions per 
week! They aren’t dumb, they just don’t know what they’re doing when they start. Even with a 
degree in financial planning, a new advisor needs at least a year before they take much work off 
of the senior advisor. They need that much time to have exposure to all the tasks enough times 
that they don’t have to ask questions. It can feel like your business is taking a step backward 
instead of forward when trying to bring a junior advisor up to speed. 
 
And Don’t Forget About the Money 

All that time translates into real money, too. The junior advisor wants a paycheck, long 
before they are productive. Many solo advisors find the cost of salary, benefits, vacation, 
retirement plan and licensing put a serious dent in their personal income. And this often comes at 
a time when they are trying to stash as much money as possible in their own retirement plan. 
There may be a temptation to put a potential junior advisor on a 1099 contract and pay them a 
percentage of commissions they generate. However, this system almost always fails. In the 
unlikely case the junior succeeds, they have become good at sales and potentially a competitor.  

In fact, the ability of a junior advisor to hurt you by stealing business or clients is the final 
straw for some veteran advisors. Financial planning and investment management is a relationship 
business. When a junior advisor develops relationships with our clients, they can ask those 
clients to move to a new firm with them. Even rock solid non-solicitation agreements have to be 
defended, which takes time and money as well as causing incalculable grief (See the Case 
Study).  
 

Case study – Gerry  
 Gerry is now retired but was a successful independent financial advisor. He had started as a 
life insurance agent in the 1970’s and eventually obtained securities and then advisory licenses 
and registrations. When we met, he had accumulated about $50 million of client assets for about 
200 households.  
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 He shared with me that he had tried hiring junior advisors in the past. He had hoped that 
he could find a good one to eventually buy him out and serve as his retirement plan. The first one 
was a contractor on 100% commission. Gerry sponsored him to take his FINRA exams and once 
he passed he quit his other job. The result was predictable. The poor guy only lasted a few 
months before he ran though his savings and needed to go back to work and get a paycheck.  
 The second time he bit the financial bullet and offered a salary. This time the junior 
advisor lasted longer, which almost felt crueler to Gerry. Without a commission element to his 
compensation, there wasn’t much incentive for the new guy to find new business. Gerry spent  
weeks and months training, teaching, encouraging and cajoling this junior advisor to generate 
some new business, to no avail. Eventually he had to fire the junior and was back to square one 
with no succession plan, the salary was down the drain, and two years wasted. 
 After this second failed attempt at developing a junior advisor Gerry took my call. We 
ultimately agreed to buy his business and serve his clients with our large ensemble wealth 
management team. Because of our scale, our firm is able to train new advisors continuously. 
They conduct meetings with veteran partners of our company and really learn the ropes. Our 
technology assigns them tasks with clear instructions so they learn the right way to process 
business, and our 10 step career path gives them a salary with a well-designed bonus program to 
reward business building behavior. 

Another option 
As an alternative to facing the perils of hiring a junior advisor, some of your colleagues have 
looked to larger firms for their succession plan. Those who have trusted us with their friends and 
clients say they appreciate the institutional investment management, deep bench of staff and our 
ensemble approach to client service. Please review the questions below to assess your readiness 
to hire a junior advisor or explore the option of partnering with a larger firm. 
 
Questions to ask yourself Yes No 
Do you have enough time in your current schedule to hire and train a new 
advisor? 

  

Thinking about how many more years you want to work, do you have enough 
time to train a second junior advisor if the first one doesn’t work out?  

  

Do you have confidence in your legal documents and funds for legal fees to 
prevent a junior advisor from taking clients if he or she leaves? 

  

Do you have enough excess income to afford paying a salary while the junior is 
training and getting up to speed? 

  

Do you have the patience to teach a new advisor how to do the job right?   
Do you have the stomach to let a junior advisor practice (and make mistakes) 
with your clients? 

  

Would you like to explore other succession planning options?   
 


