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This book illustrates the evolution of a successful practice from someone who is creative, disciplined, and client centric. It is a valuable roadmap for anyone willing to work hard and absorb Sal’s knowledge and experience, regardless of their stage in their career. For those not in the industry, it is just a great read!


Andrea Wolley


Former Vice President, J.P. Morgan Securities


Former Assistant to Sal Tiano for twenty-seven years


I worked at major retail firms for over twenty-five years before I met Sal Tiano. I managed the municipal bond trading desks at those firms and serviced over fifteen thousand salespeople. However, it was not until I met Sal that I witnessed the true meaning of a financial advisor. His high level of integrity, knowledge, and ethics is rarely matched in the industry. Knowing his clients both on a business and personal relationship is his top priority, and he directs his team to understand that the client base remains our number one focus. I have known Sal for twenty years and I am proud to be part of his team, and, more importantly, a close friend.


Louis J. Ventura


Managing Director, J.P. Morgan Securities


I’ve been a colleague and friend of Sal Tiano for almost twenty years. Sal has always held himself to the highest standards and has conducted his business in his clients’ best interests. He has a relentless desire to improve his practice and to improve the way all of our clients are served, not just his own. If you want to make it to the top of the wealth management profession, Structural Alpha tells you everything you need to know; it’s up to you to put Sal’s terrific advice into practice.


Adam Frank


Managing Director, Head of Wealth Management, J.P. Morgan Securities


If you want to get somewhere fast, go alone. If you want to go far, take on partners. Sal realized the benefits of creating a team early on in order to best serve clients. This is one example of his ability to anticipate forces and affect positive and meaningful directives. Equally important is the discipline by which he manages and organizes ongoing operations. Human nature has many shy away from change or challenge. True leaders adapt, morph, change, and turn challenge into positive actionable momentum. In my thirty-plus years as an advisor, I was hard-pressed to find a partner that met my high personal standards, until I came to know Sal.


Structural Alpha is a powerful template for any business owner who chooses to rise far above mediocrity and reach the highest level of success.


Louise Armour


Managing Director, Tiano, Armour & Smyth Wealth Managers, J.P. Morgan Securities


I have been a friend and business associate assisting with tax and financial services with Sal Tiano for over fifteen years. In that time, he has proven his strong work ethic, professionalism, integrity, and drive to do/be better. I have watched Sal grow his business into one of the most successful wealth management firms in the country. Sal is a true family man, still finding time to continue his entrepreneurial spirit in the business world.


Howard M. Newburg


CEO & Managing Partner, Newburg & Company, LLP
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FOREWORD


I was just twenty-six years old in 1997 when I started as a supervisor at Bear Stearns. As I walked into the room full of advisors that first day, it took me about three seconds to pinpoint the guy—the person who was the most successful, the most senior, the most admired, the most motivated. Sal Tiano was that guy.


He was younger than nearly everyone else there—in fact, not much older than I was—but he had an aura of leadership and success. He had confidence in who he was and what he did. It’s not often that you find somebody who is that confident and has the ability to back it up. When you get that rare combination, you often also get a humble person. And that is Sal.


Even as a young person, Sal was viewed as the mentor for all the other advisors in the room. It didn’t matter if they were younger or—more likely—older. He just has this inner core of knowing how to reach people.


This industry is always changing, and Sal is always looking to be at the forefront of where the business is going. For example, years ago, Sal was the first person knocking on management’s door saying, “We should be coming up with a fee-based platform for our clients.”


What did Sal see in a fee-based platform that others didn’t? Sal’s focus on his clients is extraordinary, and he realized early on that a fee-based platform would put him on the same side of the table as his client. If the client did well, he would, too. If markets were volatile and clients weren’t doing well, he wouldn’t do well, either. He knew that clients respect those who are in the trenches with them.


Whenever Sal comes to Boston, I hold an all-hands meeting and ask him to talk about what he’s doing today. The room is always at standing-room-only capacity. Everyone wants to hear what Sal is doing, what his challenges are, and how he is building his business by focusing on his clients. He walks them through his current focus, his investment philosophy, some of the investment ideas he likes, and how he is developing his client base. He also talks about what his clients are asking today, where he is getting his ideas, and what research he is following. He then opens the meeting to questions and answers every single one of them. Everyone would love to be able to do what he does the way he does it.


I don’t think there is any situation in which Sal is not coaching in some capacity. Whether it is in the office with my other advisors, with his own team as he works with them and teaches them this business, or with his kids, since he coaches nearly all of their sports teams. I don’t think there is any aspect of his life where he is not taking advantage of an opportunity to be a coach. He loves it.


Sal is easily the hardest-working person I’ve ever seen, and he is never satisfied. Every time he sets a goal—and he always tells me what his goals are—he exceeds it and then comes up with a new one.


As a true entrepreneur, he is constantly thinking about his business. He’s thinking about his clients. He’s thinking about the things he has to do for them. There are people who have jobs, and then there are people who are truly passionate about what they do. Sal is one of those passionate people.


Sal is always learning. He likes to attend senior advisors’ meetings to hear what they’re doing. This is the best and the worst thing that happens to me, because I have my best advisors getting better, but he comes back with twenty pages of notes, and then he tortures me for about two months. He just learned ten new things, and we’d better be ready to start revamping processes or offering new products that help our advisors service their clients better. But you know what? Sal makes us all better. It’s hard work keeping up with him. But his goal is to make everyone else better, and he does.


I have met thousands of advisors in my career, and I don’t say this lightly—Sal Tiano is the best financial advisor I have ever known. Period.


And this book is Sal doing what he does best—mentoring, coaching, challenging. It’s a book that seeks to bring out the best in the advisors who read it and to provide a platform to help them grow a business by putting their clients first.


Jamie Dimon, chairman and CEO of JPMorgan Chase, once asked everyone in the room whether they had anyone on their team who wasn’t afraid to challenge them, who was outspoken, who wasn’t afraid to tell them when they thought they were wrong. “If you do,” he said. “You should throw everyone else out of the room. That’s the person you want to work with.”


Sal’s my guy. And the hints and tips he provides in his book will make him your guy, too.




Rick Penafiel


Regional Director, J.P. Morgan Securities







 


INTRODUCTION


WHY I WROTE THIS BOOK


WRITING A BOOK has never been on my radar. I’m a voracious reader, but when it comes to communicating, I prefer the old-fashioned, face-to-face approach. I love to share meals with family, friends, clients, prospects, acquaintances, and even complete strangers, who often become friends. I’m a big proponent of the phone. I like hearing that voice on the other end. Hearing the nuances in tone and being able to answer questions organically makes a massive difference when communicating. I like to host and attend social events, where I can mingle with people I know well, as well as those I want to know better. Sharing stories, information, laughs, and good humor seems to work much better in person.


As I’ve grown my business, I’ve often talked and met with other advisors who wanted to grow theirs. I’ve been happy to share my philosophy and process, which I call structural alpha. I know that some people will wonder why I’m helping the competition. After all, if other advisors learn my secrets, won’t they take my clients?


I don’t view other advisors as competition. I see those who do it right as the foundation and future of an industry that I love and want to see grow. Besides, to do it the right way requires a major sacrifice and an energy level that is unmatched in most industries. For those who can do it, I take my hat off to you, and I am proud to be with you in this industry.


Over the course of my career, it became clear to me that, rather than continuing to meet one-on-one, I could help many more advisors by writing a book. A book with actionable tips on how to grow an elite wealth management business the right way would, I thought, prove helpful.


I know there are other wealth management books out there, but this one really is different. This is not a theoretical book written by a consultant. It’s a practical book written by someone who was once a newcomer, starting with nothing, and who has grown a successful decades-long elite wealth management practice—and is still in the trenches, growing his business today.


I also want to make it clear that I am not writing this book to make money; in fact, any profits from book sales will be contributed to highly rated charities that help underprivileged children in the United States. I’ve seen firsthand what a difference these groups make in a child’s life—I met my foster son through Place of Hope in Palm Beach Gardens, Florida, and couldn’t imagine life without him—and I want to do everything I can to support their mission, as well as those of other entities that help children.


I love this industry. I jump out of bed early every morning because I can’t wait to get to work. My clients are some of the smartest people I know. I have learned so much from them and have become a better person and businessman as a result. Being an advisor has also allowed me to live a lifestyle that I couldn’t have imagined as a child and has provided me with the opportunity to give back to others.


Part of giving back to others is giving back to the industry. I want others to learn what I’ve found so valuable in growing my practice. I will show you


• what worked for me and what didn’t;


• how I prospected for clients and still do;


• why I receive many referrals without ever asking for them;


• how I manage my clients’ portfolios and expectations;


• how I built a team (and am still building it);


• how I hire, compensate, and reward team members;


• how I manage the business and track metrics; and


• what I think of the future of the industry, and what I am doing to position myself for it.


I have seen nearly every tip, process, and strategy outlined in this book work in a real-life practice. I’ve also seen what doesn’t work, and I will be pointing out those pitfalls.


So here is the book I wish I had years ago. Let me know if you find it useful. And if you have tips and tricks that I’ve missed, I’d love to hear them. I certainly do not pretend to have all the answers. There are many teams in the country that have more impressive client lists, have better investment performance, and produce more revenue than I do. That is why I, too, have an unquenchable thirst to improve every aspect of my own business. We’re all in this together.1




 


CHAPTER 1


THE FAMILY BUSINESS IS NOT FOR ME


“SON, YOU BETTER STUDY, because you obviously can’t go into the family business. You don’t have a mechanically inclined bone in your body.”


My grandfather Salvatore “Pop” Ferrara—my namesake—would look at me and just shake his head. He ran a construction firm that had been founded in the early 1900s, when his father came over from Italy. My cousin runs it today, but construction wasn’t what I was born to do, though not from lack of trying. My grandfather used to pick me up at home or school and take me to job sites. He was baffled by my inability to drive a nail straight with a hammer.


“Why can’t you hit a stationary nail with a hammer when you can hit a moving puck with a stick or a curveball with a bat?”


His gruffness used to bother me, but I soon figured out he was this way with everybody. It really wasn’t personal. On the other hand, he was the first one to buy us new skates or a baseball glove if the family budget couldn’t cover them that month.


I think Pop would be surprised to learn that my relationship with him has served me so well in my business career. I learned not to take things personally—no one can control how someone else acts, only how you react—which is crucial when dealing with clients. But more than that, he taught me to be aware of the needs of others. I consider my clients an extension of my family and never lose sight of the fact that if it were not for them, I wouldn’t have a business.


Pop also gave me one of the greatest pieces of advice I’ve ever received. I can still hear his voice in my head saying, “You have to have alligator skin to succeed in this world.” That was the mentality of the European immigrants who came to the United States for a better life and often found themselves less than welcomed. But they persevered, and most were able to eventually provide a good living for their family—though it sometimes took a generation or two.


Having alligator skin—not letting things bother me and throw me off my game—became my mentality. It served me well when playing sports, and it has proved to be exactly what I needed as I grew my business.


My parents also had a massive impact on how I view the world, and how I treat my clients.


My father is my best friend. I speak with him every day. He’s also one of my great role models. Through his actions—whether as the best coach I’ve ever had or as a responsible family man—he taught me that great leaders lead by example. They inspire loyalty and motivate others because they practice what they preach. They don’t ask more of others than they ask of themselves.


My dad was one of the hardest workers I’ve ever known. He spent thirty-five years as a postal worker. When he retired, he had over eighteen months of sick leave built up. He simply told the post office to “give it to someone who needs it.”


After he retired from the post office, he worked with me for ten years at Bear Stearns, answering phones and communicating with clients. He knew how to connect with clients and make each one feel like a close friend and the most important person in the world. There were times when clients would return my call and get carried away talking to my father about their grandchildren or the Red Sox-Yankees rivalry or a recent event in the news. They would forget why they called me and hang up. I would look at him and say, “Dad, where did my biggest client go?”


While my dad gave me a work ethic to be proud of and a model of how to lead, my mother taught me to believe in myself. She taught me to fight for what is right and be generous to everyone. She loves to entertain and showed me how to make the effort to build strong bonds. I still receive a text every Sunday morning from my mother asking when I’ll be coming over for pasta. I can come alone, with my entire family, or tell her I’m bringing twenty friends. She will always have enough food and always welcome company.


THE RIGHT BUSINESS FOR ME


Pop was right about me not being a good fit for the family business. I was never going to be able to drive a nail straight or remodel a kitchen. That meant I needed to find something else.


I am a first-generation college graduate, and I was very fortunate to get recruited to play hockey at Dartmouth College. A college hockey teammate, who was three years older, landed a job at Kidder Peabody after his graduation. He called me several times during his first year at the firm to tell me he thought that I was cut out for the business and that I needed to take a serious look at it. I was just a sophomore in college at the time, but I was anxious to get a head start on a career choice. I subscribed to the Wall Street Journal, majored in economics, and read as many books on the industry as I could. After reading the first book—I think it was How to Earn $100,000 in Your First Three Years as a Stockbroker—I was hooked. I was also fortunate enough to get an internship after my junior year at a financial services firm, which cemented my view that my former teammate was right. Financial advising was exactly what I was cut out for.


In Outliers: The Story of Success, Malcolm Gladwell looks at some of the highest-profile innovators of our time, people like Larry Ellison and Bill Gates, and explains how they were able to do what they did. One of his theories is that they came into their businesses with the right experience at the right time. They were smart, they made good use of opportunities, they worked really diligently—but they had the added advantage of being in the right place at the right time. I don’t have anywhere near the talent of those people, but I definitely benefited from advantageous times.


I like to think that I entered the financial advisory business during its golden period. Individual retirement plans, private investment funds, tax-advantaged vehicles, personalized financial plans, and other strategies were just beginning to take hold and become available to the everyday private investor. Doctors, lawyers, entrepreneurs, and corporate executives could now use the strategies long used by family offices and institutional investors to generate stable, long-term returns and income. The need for financial advisors to help guide these well-off investors through the variety of new products and strategies was growing exponentially as people realized using an advisor wasn’t just for the ultra-wealthy; it was for everyone who wanted to grow their assets and retire one day.


I was lucky enough to be born just after the baby boomer generation. In my opinion, this generation likes to do business with someone who is old enough to be experienced, yet young enough to help them pass their wealth on to the next generation. That describes those of us born between the baby boomers and the millennials.


Baby boomers control at least 70 percent of all disposable income in the United States and will be passing down about $30 trillion to the next generation.2 Advising them on their retirement and estate needs is the perfect place to be right now. Being the right age, having the right experience and living in the right place have made being able to grow my business easier than at other times in history, but it still takes lots of work. I’d say it takes a lot more than the ten thousand hours of practice that Gladwell postulates are needed to become an expert. And in reality, though I like to think I was born at the perfect time, any time is the perfect time to get into this business if you have the right mindset and work ethic.


At the time I entered the business, financial services companies and banks were still willing to invest in training new advisors. Specific one- to two-year training programs let us rotate through various types of advising and banking functions to find the niche that best fit our talents and personalities. The goal was for us to be trained at headquarters and then branch out to various offices to train others.


When I graduated college, I was fortunate enough to be accepted into Drexel Burnham’s eighteen-month intensive sales training program (IST). We met every workday at seven o’clock in the morning to listen to the firm’s research call. The training involved three-month rotations through the various sales and trading desks, as well as a rotation where we worked under a research analyst. We also spent a two-month period of eight hours per day in a classroom, where we had professors from the New York Institute of Finance hone our finance skills. The last rotation was in the brokerage office marketing (mostly cold-calling back then) for an established advisor. On the first day of this assignment, I got to the office a half hour early and waited for the manager to arrive. When he came in, I introduced myself as one of the trainees who was there to help prospect for the advisors in the office. I told him I was going to work my tail off and asked him if he could do me a favor—place me with the best new-account opener in the office. It was a bit aggressive of me to do, but the manager respected me for asking and granted me my wish. It was during this period of cold-calling that I knew I would make it.


I worked diligently, just as I had said I would. I took notes while this advisor put into practice the techniques we had learned in our training classes. He was a real pro on the phone. But as I watched and learned, I also realized that I was not in awe of anything he said, and, in fact, I was less in awe of his work ethic—he didn’t actually have much of a drive. I showed up every morning at seven to listen to the morning research call, and often I would wait until after nine for this advisor to show up for work. If he opened a new account in the morning (which I had teed up for him), he would take a break to chat with the other brokers in the “bull pen.” He would leave for lunch every day and was gone for the night by four thirty. If he could be the best in the office with this work schedule, I knew I could be, too. I knew nobody would outwork me, and I knew I would care about my clients more than he did. I couldn’t wait to get started on my own.
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