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Recently, a number of experts that specialize in RIA 
M&A have claimed that practice values are reaching 
their peak and will soon feel the effects of a volatile 
market and decreased demand for acquisitions. 
What these experts failed to articulate is that 
they work within a very narrow segment of the 
industry, mainly among large consolidation firms. 
The bulk of the industry is comprised of small and 
mid-sized practices operating not only under the 
RIA umbrella, but under IBDs and wirehouses too. 
This is the sector of the market where most of our 
work is done and from what we have seen, practice 
values continue to rise with no sign that they will 
slow any time soon. 

Many contributing factors are coming together to 
create a perfect storm that is driving up practice 
values. Though some factors, such as willing 
buyers with access to capital paying premiums, 
are a visible force driving up prices, not all 
factors impacting practice values are obvious. 
The contributing factors can be categorized into 
three buckets: the marketplace for practice sales, 
practice AUM and Revenue growth, and the key 
practice metrics that influence valuation.  

The Marketplace for Practice Sales
For the past 5-7 years, we have waited for the Baby 
Boomer generation to retire in mass (known as the 
predicted “age wave”). Instead of retiring, many Baby 
Boomers have held on to their practice long past 
the normal retirement age. This created a scenario 
of low supply of practices for sale in relation to an 
increasing level of demand for acquisitions, which 
was fuelled by greater access to capital.

This all started to change in 2020, at the start of 
the pandemic. Since then, we have experienced a 
sharp increase in practice transition related activity, 
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which we can assume is the front of the age wave.  
A corresponding assumption had been that the 
increase in supply of sellers would change the supply 
and demand dynamic and start to drive prices down.  
Instead, as the supply has increased it has been 
met with a greater increase in demand.  Demand 
continues to remain high, due to lower interest rates 
and greater education and resources for acquisitions 
and successions. Interest rates are starting to rise, 
but only time will tell if the demand will curb and 
level out in relation to supply.

The Age Wave
The concept of an “Age Wave” was first coined 
by psychologist and gerontologist Dr. Ken 
Dychtwald. As the former co-founder and co-
director of the Sage Project, Dr. Dychtwald 
saw first hand the “transformative power 
of demographic forces” on social dynamics, 
economics, and politics. He has since 
founded the Age Wave organization to help 
educate the public on the impact of an aging 
population. According to research done by 
Dychtwald, the number of Americans over 
the age of 65 will nearly double over the next 
ten years. 

The number of financial advisors over the 
age of 65 is also expected to double over the 
next decade. However, less than a third have 
a known successor for their practice. The 
disproportionate number of advisors set to 
retire without a known successor has created 
sustainability concerns for the industry.   
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Practice AUM and Revenue Growth
Based on the valuations we track; the current average trailing 12-month revenue growth rate is nearing 25%. To 
put that into perspective, the highest average we had previously tracked was 15% in 2015. Despite experiencing 
a volatile stock market, the revenue growth rate is holding steady. Much of the growth we are seeing is largely 
from net flows (organic growth) and not practice acquisitions (inorganic growth). Advisors who lean more toward 
formal financial planning often do very well in client acquisition in times of market volatility. We also assume 
that the increase in Americans retiring in all industries as a result of the pandemic is creating a situation where 
retirees are rolling over workplace retirement accounts and investing funds from business sales outside of the 
financial advisor industry. 

Annual Average Revenue Growth Rate At 25%, 
A New 10-Year High
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The Key Practice Metrics That 
Influence Valuation
The top three practice metrics that have the 
strongest correlation to a positive valuation 
result are the recurring revenue ratio, client 
segmentation and profitability. We have seen an 
increase among all three of these metrics in recent 
years. The recurring revenue ratio has improved 
by approximately 15% in the past 4-5 years, going 
from an average of 75% to the current average 
of 90%.  In roughly the same time frame, client 
segmentation (average client size by AUM) has 
increased from approximately $350k to the current 
average of $550k.  

Lastly, while profit margins vary by practice size, we 
have seen a 5-7% increase in margin across those 
size ranges.  In short, we have seen a meaningful 
improvement in the three most significant practice 
metrics that influence valuation. We believe this is 
due to strong business practices among financial 
advisors as they shift from serving mainly as 
practitioners to also serving as business owners 
and practice leaders. 

Across The Board Increase In The Top 3 Metrics 
That Influence Practice Value
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Recuring 
Revenue 
Ratio

Average 
Client Size 
By AUM

Average
Profit 
Margin

90%

$550k

5%-7%

Again, several factors have been driving practice values up and will continue to do so for the foreseeable fu-
ture. As practice leaders at all levels become more sophisticated business owners, they will continue to build 
resilient practices that can weather market volatility and other environmental factors that once had tremen-
dous impact on practice value and revenue. Things can always change, but for now, we don’t see practice 
values dropping off any time soon. 

Practice Values To Remain High
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CONTACT US

Advisor Legacy is a comprehensive M&A firm, helping financial advisors 
grow, protect and transition their practice. With our personalized, con-
sultative approach and over 150 years of combined experience in the fi-
nancial services industry, our team of experts have successfully handled 
hundreds of transactions. Most of all, we understand that your practice 
is more than a business, it is your legacy.


