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Outsourcing: Impact on Growth, Compensation,
and Advisor-to-Client Ratio

Outsourcing Practices by Business Function
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Fidelity's RIA Benchmarking Study found that 82% of all
firm types* who outsource six or more functions reported
growth in the past year. Only 69% of firms that do not
outsource reported growth.

dynaSty *Banks, IBDs, RBDs, insurance, RIAs, and wirehouse firms

Advisors who outsource report higher growth, higher compensation, and

As a firm outsources more non-client-facing business functions, the advisor-
to-client ratio drops.

Why? Outsourcing frees up an advisor's time, so they can offer more
attention and perhaps even specialized services to their clients, making it
easier to move up market and target wealthier households, which helps
them build a smaller book of larger clients.

Outsourcing and Growth
QOutsource Qutsource

Percentage of firms Don't 1-5 P
Outsource g nctions functions

Percent reporting client/

household growth in past year 69% 7% sEil

Percent reporting asset growth in

past year 84% 89% 94%

Past year organic AUM growth 0% 29 99

percentage (Mean) ° ° °

Past year compensation (Mean) $359K $355K $381K

Past year Individual/ HH Clients 160 150 140

per advisor (Median)

Strictly Confidential | Not for Distribution Source: 2021 Fidelity RIA Benchmarking Study



The Market Opportunity: An Underserved Client Segment

There is a sweet spot of clients that is underserved by the industry. This segment is wealthy enough for very personalized financial advice, but not quite elite
enough for multi-family office services ($3-$25m). A Fidelity study focused on “decamillionaires” (i.e., those with $10m+ in investible assets) found that this
client segment expressed low satisfaction with advisors, which presents a unique opportunity for RIAs.2
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% of an Independent Advisory Firm's Client Base by AUM Segment? Independent advisory firms typically
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Dynasty Guidance

If your firm is looking to move up market and target wealthier households, consider the underserved client sesgment between $3-25MM in assets. This
segment is wealthy enough for very personalized financial advice, but not quite elite enough for multi-family office services. In order to focus your time and
resources effectively in servicing these clients, consider what business functions your firm currently keeps in-house that could potentially be outsourced.

LFidelity Institutional Insights. Delighting Decamillionaires. 2019, Fidelity Investments

dynasty Strictly Confidential | Not for Distribution 22020 InvestmentNews Study of Pricing & Profitability



M&A Trends in 2022

RIA wealth managers continue to grow at a fast pace
+ There are ~872 RIA wealth managers with $1B+ in AUM (a 16% increase from 12/31/2020)*

+ There are 167 firms with $5B+ in AUM (a 23% increase from 12/31/2020)*
+ There are 75 firms with $10B+ in AUM as of 12/31/2021*

*  MR&A continues to be a driver in growth

o 41 of $1B+ firms from Fidelity's 2019 list have since joined into another $1B+ RIA (as of 5/31/2021)*

o 9 new additions to Fidelity's 2021 list reached the $1B threshold via M&A (as of 5/31/2021)*
Trends in M&A activity in a turning market

Q1 2022 Marks Second-Strongest Quarter Ever
Number of transactions executed per quarter
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*  RIA M&A activity in Ql started 2022 « DeVoe notes the slight deceleration in transactions

off strong with 67 transactions?: each month - this could be tied to the volatility in

o January: 27
o February:23 soon to tell if this trend will continue in following

o March:17 quarters.

IFidelity RIA Leaders Council May 2022

dynasty 2DeVoe & Company RIA Deal Book | First Quarter 2022

our world right now: the recent events in Russia and
Ukraine, inflation, rising interest rates — but it's too

Seller Size Dips with Onset of Sub-$1B Transactions Rise
Average AUM of sellers (over $100MM and less than 35B;
in M)
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+  MG&A activity amongst small-size (firms with AUM between $100M to $500M) and mid-size
sellers (firms with AUM between $501M to $1B) increased in Q1 2022, comprising 70% of all
transactions.? In 2021, these two groups of sellers made up only 59% of all transactions.

+ Asseen in the chart above, the average AUM of sellers in Q1 2022 was just under $1B, slightly
lower than the $1B+ trend we've observed in 2020 and 2021.2

Are RIA market valuations peaking?

* In Citywire RIA’s latest issue, they comment on how high RIA valuations have been over the
past couple of years, perhaps due to the impact that a strong market environment and low
interest rates has had on optimistic acquirors who assumed these conditions would last
forever.?

*  With the S&P 500 down 21% YTD and the Fed'’s third interest rate hike this year, the writer
warns that these high multiples may have peaked.?

3" Wenik, . (2022). Have RIA multiples peaked? Citywire RIA. Retrieved June 30, 2022, from https://citywireusa.com/registered-investment-advisor/magazines/ria-issue-46#cw-news-analysis



$2.5B+ Firms and How They Differ

<$1B firms rely almost twice
as much on their founders
or principals to drive firm
growth when compared to
firms with $2.5B or more in
AUM

$2.5B+ firms are ~3x more
likely than <$1B firms to use
metrics and KPIs to
manage their business

$2.5B+ firms are more likely
to have next gen leaders
and a clearly defined
succession planin place
than smaller firms

dynasty

(Rated 6/7 on 7-pt agreement scale) <$1B Firms $1B-$2.49B Firms $2.5B+ Firms
We rely heavily on our founders or principals of the mny
firm to drive growth °

We have a clearly defined firm story that explains
0

81%

what differentiates us from other firms

We have a clearly defined succession plan at our firm
that is ready for implementation

We have next-gen leaders who are well-prepared to 28%
take over day-to-day management of the firm

50%

45%

o

QOur firm uses metrics and KPls effectively in 16%
managing the business ’

Dynasty Guidance

81% of larger firms have a clearly defined firm story that differentiates them from
competitors, which is one of the reasons they don't need to rely heavily on their founders
to drive growth. In addition to ensuring your
are clearly defined and communicated internally to your team and
externally with your clients and prospects, Dynasty suggests that firms work on
in their firm with their Dynasty Relationship Manager.

How do you build a growth culture? Discussions with your Relationship Manager will
start with your firm completing Dynasty's growth diagnostic before diving into a variety
of topics specific to your firm.

Strictly Confidential | Not for Distribution Source: 2021 Fidelity RIA Benchmarking Study




Turning Your Culture into a
Talent Acquisition Strategy

The Great Resignation, The Great Reshuffle,
The Great Reflection — whatever you call it, we
have withessed

Why are people quitting their jobs? Living
amidst a pandemic gave employees the
chance to decide what they really want to
do with their lives, with their work, with their
time —and act on it.!

It's clear that employees want to feel fulfilled
by their work and believe in what their
company is trying to accomplish, so working
on

Earlier this quarter, the inaugural class of the
Dynasty Advisor to CEO Program spent three
days in Cambridge at MIT Sloan’s School of
Business, where we covered a variety of
topics, including Court Chilton’s session on
Entrepreneurial Leadership, where he
discussed how to enroll people and sustain
cultural change.

1Forbes. Jason Randall: “A Strong Company Culture Is The Best Retention Strategy Amid High Turnover”. March 24, 2022.

dynaSty 2Gerry Johnson and Kevan Scholes, 1992

The Culture Web

Stories

Rituals &
Symbols
Routines y
The
Paradigm
Control Power
Systems Structures

Organizational
Structures

N
Dynasty MANAGEMENT
Program EXECUTIVE EDUCATION

Six Elements that Cue an
Organization’s Paradigm?

Stories: What is often told?

Symbols: Logos, offices, titles, prizes,
plaques, privileges, etc.

Rituals & Routines: \What are the
organization’'s habits, meetings,
ceremonies, celebrations, and rites of
passage?

Organizational Structures: What are the
reporting lines, decision-rights, and
accountabilities?

Control Systems: \What are the metrics,
OKRs, KPlIs, rewards,
hiring/firing/promotion criteria?

Power Structures: \Where does the real,
often informal power lie? Who are the
true decision influencers?



Important Disclosures

Dynasty Financial Partners is a U.S. registered trademark of Dynasty Financial Partners, LLC (“Dynasty”). Dynasty is a brand name, and functions through Dynasty's
wholly owned subsidiary, Dynasty Wealth Management, LLC, (“DWM") a registered investment adviser with the Securities and Exchange Commission, when
providing investment services. Any reference to the terms “registered investment adviser” or “registered” does not imply that Dynasty or any person associated with
Dynasty has achieved a certain level of skill or training. A copy of DWM's current written disclosure statement discussing our advisory services and fees is available
for your review upon request.

This document is for private and confidential use only, and not intended for broad usage or dissemination. Its message is intended for the exclusive use of members
or prospective members considering joining the Dynasty Network of registered investment advisers. It should not be construed as an attempt to sell or solicit any
products or services of DWM or any investment strategy, nor should it be construed as legal, accounting, tax or other professional advice. This material is proprietary
and may not be reproduced, transferred, modified or distributed in any form without prior written permission from Dynasty. Dynasty reserves the right, at any time
and without notice, to amend, or cease publication of the information contained herein.

Certain of the information contained herein has been obtained from third-party sources and has not been independently verified. It is made available on an "as is"
basis without warranty. Any strategies or investment programs described in this presentation are provided for educational purposes only and are not necessarily
indicative of securities offered for sale or private placement offerings available to any investor. The views expressed in the referenced materials are subject to change
based on market and other conditions. This document contains certain statements that may be deemed forward-looking statements. Please note that any such
statements are not guarantees of any future performance; actual results or developments may differ materially from those projected. Any projections, market
outlooks, or estimates are based upon certain assumptions and should not be construed as indicative of actual events that will occur.

Dynasty Securities Disclosure

Dynasty's wholly owned subsidiary Dynasty Securities LLC (“Dynasty Securities”) is a U.S. registered broker-dealer and member FINRA/SIPC. The products or services
referenced herein may be available through other broker-dealers, or bank and non-bank affiliates of major investment firms that Dynasty through its affiliate
Dynasty Securities has entered into revenue sharing arrangements with. Dynasty Securities may receive fees in relation to Dynasty Select platform transactions,
however, it does not hold customer securities or customer funds.

dynasty Strictly Confidential | Not for Distribution
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