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Referrals Between T'“Sl. and n eta iI Brokerage:
Why the Struggle?

oftware may be critical to automating a sales referral
tracking program, but don’t forget to define the roles
and responsibilities of the players involved. In the arti-
cle below, Patricia Wood focuses on referral and rela-
tionship expansion training, and outlines some of the
pitfalls to avoid when reorganizing the referral process
by integrating trust and retail brokerage parties.

Recently, many banks have taken steps to integrate
their trust and retail brokerage groups. Usually they
do this in order to leverage access to new custom-

ervices,
enhance revenue generation and streamline the inter-
nal referral process.

From the outside looking in, it seems logical and
efficient to integrate teams of financial professionals.
Both groups provide advice and guidance to a bank’s

causes
a struggle that can be traced to one or more of the
, dollar

1 these

groups, many programs rely on a specific
dollar threshold to determine where a
customer should be referred. I have
seen this figure set from $100,000 to
above $1 million and everything in
between. What should determine this
threshold is both the needs of the dlients for certain
products and services and the bank’s ability to remain
profitable and provide quality service. I would say that

if your trust officers feel the threshold is too high and
your registered representatives feel it is too low, you
have more than likely found the perfect number.

Unfortunately, the struggle for referrals doesn’t just
end by assigning specific dollar thresholds. What hap-
pens when financial institutions provide both the trust
and retail brokerage groups with the necessary tools
to service the same customer? If the quality and level
of investment products are available to the client from
either group what becomes the deciding factor? There
is no doubt that profit margins at the brokerage level,
given the transactional nature of the business, are far
below that of a well-oiled trust group. However when
comparing fee-based business, management may
find that it is revenue neutral but infrastructure and
operational costs can be substantially higher with the
trust group. It would behoove all financial institutions
to analyze both groups and determine at what dollar
level breakeven occurs. It is at this point that we can
assure ourselves that our customers are receiving the
best products, service and pricing while our institution
and employees have a more functional and thoughtful
approach to serving customers.

In the end, it is the responsibility of management to
articulate where and how the organization will service
customers. A review of products, servicing levels, and
break-even analysis should be utilized in constructing
a sales and referral matrix. Until this matrix is formu-
lated and conveyed, you can be assured of referring
and placing business where it doesn’t belong.
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