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95% of investment advisory firms charge their clients about 1% (or more!) of their 
portfolio.  

My instincts told me that there was something amiss with the 1% fee, so I studied it 
closely. The more I looked into it, the more I realized that little 1% fee was amazing for 
financial advisors…but not for clients. 

In fact, there are 3 major problems with this fee. 

 

PROBLEM 1 - 1% IS SNEAKY 

Whoever came up with the 1% fee must have been a brilliant marketer, psychologist, or 
both. They’ve done a simply incredible job of making this fee seem like a great deal. 

But in reality, the 1% fee is actually pretty sneaky. 

Scientists and psychologists would say the 1% fee has low “salience.” This just means 
that it’s hard for us to see. Since that 1% fee appears tiny relative to our entire portfolio, 
our brains tend to ignore it. It becomes invisible. 

But what if we took the same 1% and reframed it? 

• On a $2 million portfolio, that 1% fee represents $20,000 per year. It doesn’t 
seem quite as small now, does it? 

• If your gross annual return is 6%, that 1% fee represents one-sixth of your 
portfolio growth. In other words, your advisor is taking 16 cents of every dollar 
your portfolio earns. 

• If your net after-tax annual return is 4%, now that 1% fee represents one-fourth of 
your growth. Your advisor is taking 25 cents on the dollar. 

By simply re-framing that 1% fee and showing what else it represents, we can see how 
big it really is. All of a sudden it looks a lot more salient! 

But you need to do this re-framing for yourself because no percentage advisor is going 
to do it for you. 

And as big as $20,000 looks, look what happens over time. For a $2 million portfolio 
growing at 5% over 30 years, that little 1% fee works out to $1.2 million. 

I’m sure he’s a nice guy, but $1.2 million? That’s just crazy. 

http://bradleyclark.com/tax-alpha/


Which brings us to the next problem… 

 

PROBLEM 2 – 1% IS BUILT ON A LIE 

The percentage fee is built on a lie. 

The lie is that large portfolios take more effort to manage than smaller portfolios. It turns 
out this just isn’t true. 

Consider examples from other parts of your financial life: 

• If your income doubled, would you expect your accountant to charge you twice 
as much to prepare your taxes? No way. 

• If your net worth doubled, would you expect an estate planning attorney to 
charge you twice as much to prepare your estate planning documents? Not in a 
million years. 

So why would it make sense for your advisor to double his fee just because your 
portfolio doubled? 

For some reason, the industry has just asserted that advisors deserve to share in the 
growth of their clients’ portfolios. And unfortunately, clients have not challenged this. 

But when you consider this payment model in the broader context of how you pay for 
other financial services, it just starts to look silly. 

 (You might be thinking that I’m ignoring the possibility that your advisor is a brilliant 
stock picker. If he is, then maybe he should be rewarded for his market-beating returns. 
But if you actually believe an advisor can consistently pick market-beating stocks, I’ve 
got a great used car you may be interested in!) 

 

PROBLEM 3 – 1% IS RIFE WITH CONFLICTS 

Although the actual fees some people pay percentage advisors can be mind boggling, 
perhaps the most troubling part of the percentage fee are all the troubling conflicts of 
interest. 

Let’s look at some of the most common: 



• Delaying Social Security: You’re trying to decide whether to delay taking Social 
Security. Your percentage advisor has a conflict of interest because he stands to 
benefit significantly if he recommends you take social security early (and avoid 
tapping your portfolio). 

• Starting a Business: You’re considering starting a business. Your percentage 
advisor has a conflict of interest, because he stands to benefit if he recommends 
against using part of your capital to invest in your new business. 

• Buying an Annuity: You’re considering purchasing an annuity to generate 
retirement income. Your percentage advisor has a conflict of interest, because he 
stands to benefit if he recommends against the annuity. 

• Paying off your Mortgage: You’re considering paying off your mortgage. Your 
percentage advisor has a conflict of interest because he stands to benefit if he 
recommends against paying off your mortgage. 

• Buying a Vacation Home: You’re deciding whether or not to purchase a 
vacation home with some of the money in your portfolio. Your percentage advisor 
has a conflict of interest because he stands to benefit if he recommends against 
buying the vacation home. 

• Giving: You’re wondering whether to make large gifts to charity now. Your 
percentage advisor has a conflict of interest because he stands to benefit if he 
recommends against the gifts. 

I’m sure you’re thinking that you would only work with an ethical financial advisor. After 
all, ethical people wouldn’t let a conflict of interest affect the advice they give. 

I want to agree with you. I really do. 

But it isn’t that simple. 

You see, there’s a reason that judges recuse themselves and Directors step down from 
boards. 

The reason is that it is very hard to tell whether a conflict of interest is affecting our 
behavior. (There are proven psychological reasons for this that I’d be happy to discuss 
with you.) 

And since it isn’t practical for a financial advisor to recuse himself every time his clients 
asks for advice on something that could impact the advisor’s wallet… shouldn’t the 
industry be searching for a compensation model that’s more fair to clients? 

 



THERE MUST BE A BETTER WAY! 

Hopefully, I’ve convinced you that the seemingly harmless 1% fee has several major 
problems for clients. 

But as a client, what are you supposed to do about it? It’s not like the industry is going 
to change overnight. Especially with how incredibly lucrative the 1% fee is for advisors. 

However, there is hope that the tides are beginning to turn. There are currently a few 
hundred advisors across the country who have rejected the prevailing percentage 
approach. 

In my practice, for example, I charge a fixed flat fee of $7,500 per year. This flat rate 
includes two ongoing services – investment management and financial planning. 
I will never charge a percentage and my rates never change regardless of how large 
your portfolio grows. 

In designing my service offering and fee schedule, I worked hard to avoid the 3 
problems that I walked you through above. 
 
If you’d like to learn more about my fair fee structure and my service offering, please 
reach out to me. 
 
 
 
Bradley Clark, President 
Clark Asset Management, LLC 
Bradley@BradleyClark.com 
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