RESEARCH STUDY:

The Benefits of Building Diverse
Advisory Teams
How firm and investor preferences may be at odds
Synopsis:

Diversity is
Good Business for
Advisory Firms

U.S. demographics are changing and we are expected to be a minority/majority
country by 2045. Yet the majority of financial advisors are still overwhelmingly
white, male and shrinking in numbers.

FlexShares research shows how cultivating diversity can
position advisors to thrive as U.S. demographics shift

We’ve heard a lot about the struggles many firms are having in recruiting, hiring

INSIGHTS FROM FLEXSHARES ADVISOR TEAMS & DIVERSITY STUDY

Key Takeaways
• The U.S. population is rapidly
becoming more diverse, but the
advisory industry remains very
homogeneous.
• Clients tend to work with
financial advisors with similar
demographic traits to them.
• Research suggests that
consciously pursuing greater
diversity also offers a range of
benefits for recruiting, retention
and firm culture.

This research was conducted in
October-November 2019—before the
coronavirus crisis. While financial
advisors are working urgently to
address the crisis, as soon as it passes
they will need to re-focus on strategic
business efforts.

FlexShares’ study on financial advisors’ diversity perspectives and practices
identified numerous benefits for firms that position themselves for shifting
demographic tides. But it also found that many firms—particularly smaller ones—
may be missing the boat.

and retaining young and diverse talent. Advisors asked us to provide guidance on
the topic so FlexShares conducted a research study in late 2019 to see where their

ON DIVERSITY, A DISCONNECT BETWEEN
INVESTORS’ WORDS AND ACTIONS
The financial advisory industry is much whiter and more male than the U.S.
population. FlexShares research finds that actively pursuing greater diversity may
help advisory firms position themselves for future success.

peers are struggling and where they are having success.

When it comes to advisors reflecting the population, the gaps are significant. In
2018, the U.S. Census Bureau, the Center for Financial Planning and Cerulli

Equally important, we wanted to understand whether and what type of diversity

Associates reported that:
• 31.7% of the U.S. population is black or Latino (Census Bureau)
• 3.5% of CFP® members are black or Latino
• 50.8% of the U.S. population is female (Census Bureau)
• 13.8% of financial advisors are female (Cerulli Associates)
The divide could expand in the future. The U.S. Census Bureau projects that white

is important to investors seeking an advisory firm so we talked to them too!

Americans will make up less than half of the U.S. population by 2045. At the forefront
of this change is the Millennial generation, the most diverse generation in America
and the largest generation currently in the workforce.
The CFP Board Center for Financial Planning notes that in 2015, the wealthiest fifth of
black and Latino households numbered more than five million and had average
wealth of approximately $400.000.

What’s different about this content?
• We studied investor preferences for advisor teams (vs dual and solo practitioners)

Takeaways:

and for diverse advisors (age, gender, race, LGBTQ). While there are other studies

• Make the pursuit of diversity a core
principle for your firm. Include
diversity in your firm’s strategic goals
and planning, and put measurable
metrics behind it.
• Bring key firm stakeholders together
to design a diversity initiative.
Success is more likely when everyone
has a role. Set measurable goals and
hold each person accountable.
• Implement DE&I training. Conduct
ongoing training for the entire
firm—one session, won’t do the job.
• Adjust your recruiting mindset. Think
outside of your own personal and
business networks.

of advisors’ views of diversity, we have found none that compare them to
studies of what investors say they want — which is to say there is an unchallenged
and uninvestigated assumption of consumer demand for teams and teams that
are diverse.
• Second, the study evaluates the motivations behind team building and diversity
and evaluates these relative to other strategic priorities. Most studies don’t
situate these goals relative to others — which leaves the impression that diversity
and team building are important to most firms when in fact few may be acting
upon them.
• Third, the study evaluates the mechanics of team building and diversity. How are
diversity-oriented firms finding and recruiting diverse talent? Who is driving the
diversity initiative and what kind of success have these firms had retaining and
incorporating this talent? How long does it take to make a new hire?

• Review your personnel policies. Keep
an eye on the varying needs of diverse
employees. Offer flexibility in work
location and hours.
Continued on next page
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HOW TO ACCESS THIS RESEARCH

Campaign Page
go.flexshares.com/diversity

• The Flexible Advisor Podcast: Check out related
discussions with industry leaders on the topic of
diversity, equity and inclusion in episodes 11, 21,
22, 23, 24 and 38 of The Flexible Advisor podcast.
• Diversity Website: Download the advisor-use
white paper and infographic from our Diversity
website. Check back regularly for new content
from the research study and related industry
content around diversity, equity and inclusion.
• Thoughts on Diversity: Please visit FlexShares.com
to read our series of blog posts on this topic. Each
post includes research ideas for how advisors can
find, develop and retain diverse talent.

Infographic
PRIORITIZING DIVERSITY
America is becoming more diverse.
And the FlexShares Advisor Teams and Diversity Study finds
that advisory firms that cultivate diversity may be better
positioned to service the clients of today and the future.

Investors tend to choose advisors like them

4x

Women in the FlexShares study are
four times more likely than men to
work with a female advisor.

And investors in the FlexShares
study overwhelmingly want to
work with advisors of a similar
race or ethnicity.
Work with:

White Advisor

Asian Advisor

98.0%

75.0%

White Client

Asian Client

Not White or Asian Advisor

63.2%

Not White or
Asian Client

How to recruit more effectively
However big your firm, these six practical tips can help you add diversity to your team.

1
3
5

Develop a diversity recruitment plan.
For starters, look outside your personal
networks. Then detail how you’ll involve
current team members, hold yourselves
accountable and measure success.

Use inclusive language in job postings.
Avoid gender-coded terms like
analytical, superior or rock star. Limit
job requirements to the essentials.

Make opportunities for advancement
clear to new hires. Develop milestones
that signal progress and contribution to
the firm’s success—some of which don’t
have to be tied to compensation or titles.

2
4
6

Build relationships with groups
committed to diversity, including
degree programs at diverse colleges
and professional associations for
advisors of color and women.

Offer flexible work hours and
locations. Younger people and
those with family responsibilities
may prize flexibility.

Institute diversity, equity and inclusion
training. This can help teams better
understand their cultural differences
and look for commonalities that can
help build stronger relationships.

IMPORTANT INFORMATION
Before investing, carefully consider the FlexShares investment objectives, risks, charges and expenses. This and other information
is in the prospectus and a summary prospectus, copies of which may be obtained by visiting www.flexshares.com. Read the
prospectus carefully before you invest.
Foreside Fund Services, LLC, distributor.
Please remember that all investments carry some level of risk, including the potential loss of principal invested. They do not typically
grow at an even rate of return and may experience negative growth. As with any type of portfolio structuring, attempting to reduce
risk and increase return could, at certain times, unintentionally reduce returns.
FS00242 | (05/20)

For Financial Professional Use Only.
IMPORTANT INFORMATION
Before investing, carefully consider the FlexShares investment objectives, risks, charges and expenses. This and other information
is in the prospectus and a summary prospectus, copies of which may be obtained by visiting www.flexshares.com. Read the
prospectus carefully before you invest.
Foreside Fund Services, LLC, distributor.
Please remember that all investments carry some level of risk, including the potential loss of principal invested. They do not typically
grow at an even rate of return and may experience negative growth. As with any type of portfolio structuring, attempting to reduce risk
and increase return could, at certain times, unintentionally reduce returns.

FlexShares.com

The Benefits of Building Diverse Advisory Teams | (12/20)

