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Talking to your clients about fee-based investing 
  

What does “fee-based” mean?  
When a financial security advisor uses a fee-based product, the client is charged a fee directly. The fee is a percentage of 
the client’s assets under management. The fee can be anywhere from 0.50% to 1.25%.  
  

  

  

  

 

Why are advisors considering a fee-based model?   
Because of regulatory changes, media coverage and client appetite, there’s a lot of buzz around fee-based investing. With 
CRM 2, “Point of Sale” and fund structure discussions, clients have a stronger awareness of costs and as a result, there’s 
an increased emphasis on fee transparency in the market. As a result, you may be thinking about your business model 
and how to show the value of your advice.   

Benefits of going to a fee-based model   
• It separates the cost of your service and advice from the work performed by the portfolio managers   
• It helps you showcase the value you can offer your clients  
• It allows you to be paid for your advice, regardless of the asset mix. Your advice is valued the same for any investment 

selected. This helps remove any perceived conflict of interest, as clients may be concerned that you’re providing a 
recommendation based on the compensation you’ll receive on one investment versus the other.   

• You can focus on working with your clients to help identify, build and maintain a plan to achieve their financial goals – in 
other words, you can shift the conversation from specific transactions to their overall goals. A fee-based model helps 
align you and your clients’ interests to grow their wealth.  

Getting ready to go to a fee-based model   
As a start of the financial plan (or investment solution) you’ll need to discuss how you’ll be compensated for the work 
you’ve done and will continue to do to help them stay on track and achieve their goals.   

If you’re going to present a fee-based solution to your clients, you should be prepared to explain what you’ve done and 
what they can expect from you moving forward. What level of service can they expect? How often can they expect to hear 
from you?   

Set your price   
There are a few different ways you can decide what to charge. Many advisors set their fee as a percentage of the assets, 
based on a number of variables like complexity of the client’s financial situation, the resources it will take to serve the 
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client effectively (effort, hours, staff, other experts and materials), their expertise and experience and finally, the level of 
service they’ll offer them on an ongoing basis. Remember, clients will regularly see what they’re paying you for your 
advice, as it’s deducted directly from their account and clearly outlined on their statements.  
  

  

  

The table below might help you identify key features of your fee structure and strategy.   

This example is for illustration purposes only and is not a specific recommendation for your practice.  

 Tier 1  Tier 2  Tier 3  Tier 4    Tier 5 
Investment asset level  Less than 

$100,000  
$100,001 -  
$500,000  

$500,001 -  
$1,000,000  

$1,000,001 -  
$1,500,000  

Greater than 
$1,500,000  

Advisor service fee  1.10%  1.00%  0.90%  0.80%  0.70% 
(negotiable) 

Portfolio review meetings 
(annually)  

1  2  2  2  2  

Telephone touch base  1  Semi-annual  Quarterly Quarterly  Quarterly  
Complete financial 
security planning   

No  Yes  

Access to our firm’s 
support services 
(for example, 
marketing 
associate,  
product experts,  
etc.)   

Yes   

Reduced investment  No  Yes - for eligible assets (reduction varies based on asset level)  

Access to private wealth 
counselor  

No   Yes  

Enhanced statements  No   Yes  

 
Less complex or time-consuming clients might warrant a lower fee when compared to another client with similar assets 
but more complex goals. You can adjust your fees within product maximums and minimums, where appropriate.  
  
It’s your responsibility to ensure you can defend what you charge your clients for advice. You’re also responsible for 
documenting your fee structure.  Keep copies of your clients’ signed fee agreements, and keep good notes in their files 
about fee conversations and the services you’ve provided and will provide in the future.   
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It’s your responsibility to ensure you can defend what you charge your clients for advice. You’re also responsible for 
documenting your fee structure.  Keep copies of your clients’ signed fee agreements, and keep good notes in their files 
about fee conversations and the services you’ve provided and will provide in the future.   
  

  

 

  

  

Don’t assume that the client understands, even if they nod their head politely. Take the opportunity to repeat and reiterate 
your fees where possible.   

You’ll also want to monitor your fees, your clients’ situations and the service you’re providing on an ongoing basis and 
make adjustments as needed. A good time to do this might be when you prepare for their annual review.  

As compliance teams complete audits and file assessments, they’ll be looking for good notes and documentation. They’ll 
also use aggregate data to understand patterns and situations that appear to be outliers. Again, it’s your responsibility to 
ensure you can support your work.   

How to handle client objections  
No matter how confident you are that a client will make the transition to a fee-based model, it’s important you’re ready to 
respond to any objections they might have. Here are a few common questions clients may have and some suggested 
responses.   

“Why do you want me to pay you for my investments? I didn’t pay you before.”   
The industry is moving towards fee-based products because it promotes transparency. Fees have always been part of 
owning investments. However, in the past, the fees were collected by the fund company and I was paid a portion of their 
fee. This new method also aligns with my belief that, with more information, Canadians can make more informed 
investment decisions. You’ll be able to better understand the value I provide for the fees that you pay me and have a more 
clear picture of what my services cost.   
  

  

  

I’d encourage you to review your statements regularly to understand what you’re paying me. It’s clearly outlined and I 
believe you’ll see the value of my services and support in working with you. I want to ensure that I’m meeting your 
expectations and am happy to chat about this any time.  

“If my portfolio underperforms, do you make less?”   
My compensation is aligned with the change of your investment portfolio, as my fees are set as a percentage of the value 
of your invested assets.   

So, If there’s short-term under-performance of your portfolio, my fees decline, but you’ll still receive the same level of 
service. As your wealth grows and your personal situation requires more or less effort on my end, we can make 
adjustments.   
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“That fee is too high. I’m not sure if it makes sense for me.”   
I believe our fees accurately reflect the value of my advice, my experience and expertise and the service you’ll receive. 
They’re also competitive with others in the financial services industry. Let me explain what’s behind the number.   
The fee includes things like meeting with you regularly to update your goals and review your progress; there is so much 
more that I bring to our relationship. Me and my staff have to prepare for each meeting like this – in fact, a lot of this work 
happens when we’re not together.   

I bring my experience of working with others and my education within the financial services industry to the table, too. I 
have a requirement for continued education and licenses from financial regulators, and I’m constantly learning and taking 
licensing exams. I’m also able to offer you the support of my firm and our commitment to staying compliant and running an 
ethical practice. I know fees aren’t a one-size fits all approach. That’s why I adjust my fees based on the complexity of 
your unique situation, the services and effort I offer you and the size of your overall portfolio.  
  

  

“What if I don’t require all the services that you’re telling me about?”   
You may not need all these services right now and that’s completely fine. With that said, I’m here to support you as your 
financial needs change. I’m here to help you understand the products and services you’re exploring, so you can take 
control of your financial security. I can also help you identify roadblocks and create a well-balanced plan so you can 
achieve your goals.   

[NOTE: You can adjust your fees for the client if they do not feel they need certain services you would typically offer. Be 
confident in having the conversation about  the value these services and understand that not every prospect is a good fit 
for your business. If, down the road, the client asks for the services you didn’t originally agree to, have the conversation, 
remind them that you adjusted your fees at the outset and remind them that your fee will change when you add these new 
services back in.]   
“Will fee-based investing cost me more?”   
  

  

  
  

[NOTE: The answer to this question will vary, depending on what you’re charging and what the client’s current asset mix 
looks like.]   

Fees are a percentage of the value of your invested assets, so they’ll vary based on the size of your portfolio. This helps 
me ensure we have a trusting relationship, as you’ll easily be able to see what it costs for the service, advice and 
experience that I bring to the table—stripped away from the costs of the portfolio, product or products that you choose. 
This difference also means our interests are aligned and you can feel confident that I’m not making a recommendation 
based on what I’ll be paid.  
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Additional resources to support your fee-based conversations:   
• Understanding your costs of investing: A client-friendly, one-page guide to understanding the costs of investing 

and fee-based benefits   
• Value of Advice website: Customizable material for your marketing efforts to promote the proven benefits of working 

with you.  
 

  
  
  
i This example is for illustration purposes only and is not a specific recommendation for your 
practice.  

https://iiipadvisor.freedom55financial.com/portal/stellent/groups/public/documents/S1_301492.pdf
http://wealthcentre.ll-smc.com/assets/c_why-fee-based-client_ll.pdf
http://wealthcentre.ll-smc.com/assets/c_why-fee-based-client_ll.pdf
https://www.value-of-advice.ca/?bl=ll_en
https://www.value-of-advice.ca/?bl=ll_en
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