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The RIA Consolidation Reality

Why M&A Volume Hit All-Time
Highs and Why Smarter
Portfolio Construction Matters
Now More than Ever

(And What It Means For Your Practice)

www.nhextfolio.ai
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The Numbers

M&A Market Data (2024-2025):
e QOctober 2024: All-time high monthly M&A volume (DeVoe
& Company)
e \Volume: Nearly 2x previous year
e Average RIA firm AUM: Consolidating toward larger firms
e Market share: 9% of largest firms control 73% of assets

Why This Matters: This isn’t a temporary trend driven by
market conditions. This is structural consolidation driven by
unsustainable cost structures at smaller firms.

The Four Pressure Points

1. Fee Compression Economics
e Average AUM fees: Down 8-12% over 5 years
e Client acquisition costs: Up 40% year-over-year
e Result: Margin squeeze forcing scale decisions
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2. Client Expectation Inflation
e 91% of wealthy clients want estate planning
e Only 22% actually receive it
e Gap between expectations and delivery widening

3. Technology Arms Race
e CRM + Portfolio Management + Planning + Compliance software
e Annual costs rising 5% while fees declining
e Mid-size firms spending $50K-$150K+ annually on tech stack

4. Succession Planning Crisis
e 73% of advisors have no documented succession plan
e Average advisor age: 55+
e Urgency increasing as client relationships age
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The Outsourcing Framework

What Smart RIAs Are Outsourcing:

Investment Management (Highest ROI)
@ Instead of: Building custom portfolios, manager selection,

rebalancing
@ Outsource to: Turnkey institutional strategies (like Ensemble
Active™)
& Cost Comparison:
- In-house: $75K-$150K annually (CIO salary + research +
tools)
- Outsourced: 45 basis points all-in
@ Time Saved: 20-30 hours per week

Technology/Operations
@ Instead of: Managing multiple vendor relationships
@ Outsource to: Integrated platform solutions
@ Result: Single relationship, cohesive systems

Compliance/Back Office
@ Instead of: In-house compliance officer + operations team

@ Outsource to: Specialized compliance firms
@ Result: Lower cost, higher expertise
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Investment Management (Highest ROI)
® Instead of: Full-time CFP on staff
@ Outsource to: As-needed planning specialists
@ Result: Flex capacity without fixed costs

Challenge: Mid-size RIA ($300M AUM) spending $125K
annually on investment team + research subscriptions. Fee

compression making this unsustainable. No time for practice
development.
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Solution: Adopted NextFolio Ensemble Active” strategies
across all 9 style boxes:

@ Cost: 45 basis points (vs. $125K + opportunity cost)

@ Result: Access to real-time insights from 10-15 elite
institutional managers

@ Outcome: Freed 25 hours weekly for client relationships +
business development

The Math:
Previous
Total cost of
25 h
$125K cost + weeOkL:;S = ownership
$200K +
- J

New

45bps on
Savings

Ti i
$65K + Annually + ime for practice

growth
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Decision Framework

Ask Yourself These Questions:

a )
Time Audit: Where do you spend 20+ hours weekly that

doesn’t directly generate revenue or deepen client

relationships?

- /

4 N

Cost Analysis: What % of revenue goes to overhead that

could be outsourced more efficiently?

- /

a )
Capability Gap: What services do clients want that you

can’t deliver profitably in-house?

- /

4 N

Succession Reality: If you left tomorrow, would your
practice have sustainable value?

- /

4 N

Growth Trajectory: At current margins, can you invest in
growth OR are you treading water?

- /
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The Action Plan

30-Day Exercise:

Calculate true cost of current investment management
Week 2
approach

Staff salaries + research costs + platform fees + opportunity cost

V. Research turnkey solutions (investment management,
ee
planning, compliance)

e Request proposals with all-in pricing
e Calculate ROl on time saved + cost reduction

Week4 Make the decision

a )
e Sell/merge: If gaps are too large to bridge
e Strategic partnership: If selective outsourcing solves key issues

e Status quo: Only if numbers work and growth trajectory is strong

- %
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RIA consolidation will accelerate through 2026. But not
every firm needs to sell. The firms that survive and thrive
will make hard choices about what they do in-house
versus what they outsource.

The question isn’t “Should | give up independence?”
The question is “How do | deliver institutional quality

without institutional overhead?”

That’s the question NextFolio was built to answer.

NextFolio | Ensemble Active™ Strategies Across All 9 Style Boxes
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Thank You

ws Learn more at www.nextfolio.ai

‘.é?) Listen to the podcast: Ensemble Active™ in Just 12 Minutes

© Watch The Video: Ensemble Active” Overview (2 Minutes),

If you'd prefer a quick call or one-on-one discussion:

Book a Meeting

Schedule a meeting at your convenience and let’s talk.

Lower Fees | Institutional Quality | Seamless Integration
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https://meetings.hubspot.com/ensembleactive/meeting-with-nextfolio

