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Significant Points

" A college degree and good interpersonal skills are among the most important
qualifications for these workers.

" Although both occupations will benefit from an increase in investing by
individuals, personal financial advisors will benefit more.

. Financial analysts will face keen competition for jobs, especially at top

securities firms, where pay can be lucrative.

Employment

Financial analysts and personal financial advisors held 298,000 jobsin 2002; financial
analysts accounted for almost 6 in 10 of the total. Many financial analysts work at the
headquarters of large financial companies, severa of which are based in New Y ork City.
Nineteen percent of financial analysts work for securities and commaodity brokers,
exchanges, and investment services firms; and 17 percent work for depository and
nondepository institutions, including banks, savings institutions, and mortgage bankers
and brokers. The remainder work primarily for insurance carriers; accounting, tax
preparation, bookkeeping, and payroll services; management, scientific, and technical
consulting services, and State and local government agencies.
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Approximately 38 percent of personal financial advisors are self-employed, operating
small investment advisory firms, usually in urban areas. About 31 percent of personal
financial advisors are employed by securities and commodity brokers, exchanges, and
investment services firms. Another 14 percent are employed by depository and
nondepository institutions, including banks, savings institutions, and credit unions. A
small number work for insurance carriers and insurance agents, brokers, and services.

Job Outlook

Increased investment by businesses and individuals is expected to result in faster-than-
average employment growth of financial analysts and personal financial advisors through
2012. Both occupations will benefit as baby boomers save for retirement and as a
generally better educated and wealthier population requires investment advice. In
addition, people are living longer and must plan to finance more years of retirement. The
globalization of the securities markets will increase the need for analysts and advisors to
help investors make financial choices.

Deregulation of the financial servicesindustry is also expected to spur demand for
financial analysts and personal financial advisors. Since 1999, banks, insurance
companies, and brokerage firms have been allowed to broaden their financia services.
Many firms are adding investment advice to their list of services and are expected to
increase their hiring of personal financial advisors. Numerous banks are now entering the
securities brokerage and investment banking fields and will increasingly need the skills of
financial analystsin these areas.

Employment of personal financial advisorsis expected to grow faster than the average for
all occupations through the year 2012. The rapid expansion of self-directed retirement
plans, such as 401(k) plans, is expected to continue. As the number and complexity of
investments rises, more individuals will 1ook to financial advisors to help manage their
money. Financial advisors who have either the CFP (R) certification or ChFC designation
are expected to have the best opportunities.

Employment of financial analystsis expected to grow about as fast as the average for all
occupations through the year 2012. As the number of mutual funds and the amount of
assets invested in the funds increase, mutual-fund companies will need increased
numbers of financial analysts to recommend which financial products the funds should
buy or sell.

Financial analysts also will be needed in the investment banking field, where they help
companies raise money and work on corporate mergers and acquisitions. However,
growth in demand for financial analysts to do company research will be constrained by
the implementation of reform proposals calling for investment firms to subsidize
independent research boutiques and separate research from investment banking. Firms
may try to contain the costs of reform by eliminating research jobs.
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Demand for financial analystsin investment banking fluctuates because investment
banking is sensitive to changes in the stock market. In addition, further consolidation in
the financia servicesindustry may eliminate some financial analyst positions, dampening
overall employment growth somewhat. Competition is expected to be keen for these
highly lucrative positions, with many more applicants than jobs.

Earnings

Median annual earnings of financial analysts were $57,100 in 2002. The middle 50
percent earned between $43,660 and $76,620. The lowest 10 percent earned less than
$34,570, and the highest 10 percent earned more than $108,060. Median annual earnings
in the industries employing the largest numbers of financial anaystsin 2002 were as
follows:

Other financial investment activities $74,860
Management of companies and enterprises 60,670
Securities and commodity contracts intermediation

58,540
and brokerage
Nondepository credit intermediation 51,700
Depository credit intermediation 51,570

Median annual earnings of personal financial advisors were $56,680 in 2002. The middle
50 percent earned between $36,180 and $100,540. Median annual earningsin the
industries employing the largest number of personal financial advisorsin 2002 were as
follows:

Other financial investment activities $74,260
Securities and commodity contracts intermediation

68,110
and brokerage
Depository credit intermediation 51,030

Many financial analysts receive abonus in addition to their salary, and the bonus can add
substantially to their earnings. Usually, the bonus is based on how well their predictions
compare to the actual performance of a benchmark investment. Personal financial
advisors who work for financial services firms are generally paid a salary plus bonus.
Advisors who work for financial-planning firms or who are self-employed either charge
hourly fees for their services or charge one set fee for a comprehensive plan, based on its
complexity. Advisors who manage a client’ s assets usually charge a percentage of those
assets. A majority of advisors receive commissions for financial products they sell, in
addition to charging afee.

Training, Other Qualifications, and Advancement



A college education is required for financial analysts and is strongly preferred for
personal financial advisors. Most companies require financial analyststo have at least a
bachelor’ s degree in business administration, accounting, statistics, or finance.
Coursework in statistics, economics, and business is required, and knowledge of
accounting policies and procedures, corporate budgeting, and financial analysis methods
isrecommended. A master of business administration is desirable. Advanced coursesin
options pricing or bond valuation and knowledge of risk management also are suggested.

Employers usually do not require a specific field of study for personal financial advisors,
but a bachelor’ s degree in accounting, finance, economics, business, mathematics, or law
provides good preparation for the occupation. Courses in investments, taxes, estate
planning, and risk management also are helpful. Programsin financial planning are
becoming more widely available in colleges and universities. However, many financial
planners enter the field after working in arelated occupation, such as accountant, auditor,
insurance sales agent, lawyer, or securities, commodities, and financial services sales
agent.

Mathematical, computer, analytical, and problem-solving skills are essential
gualifications for financial analysts and personal financial advisors. Good communication
skills also are necessary, because these workers must present complex financial concepts
and strategies in easy-to-understand language to clients and other professionals. Self-
confidence, maturity, and the ability to work independently are important as well.

Financial analysts must be detail oriented, motivated to seek out obscure information, and
familiar with the workings of the economy, tax laws, and money markets. Strong
interpersonal skills and sales ability are crucial to the success of both financial analysts
and personal financial advisors.

Although not required for financial analysts or personal financial advisorsto practice,
certification can enhance one’s professional standing and is strongly recommended by
many financial companies. Financial analysts may receive thetitle Chartered Financial
Analyst (CFA), sponsored by the Association of Investment Management and Research.
To qualify for CFA designation, applicants must hold a bachelor’ s degree, must have 3
years of work experience in arelated field, and must pass a series of three examinations.
The essay exams, administered once a year for 3 years, cover subjects such as
accounting, economics, securities analysis, asset valuation, and portfolio management.

Personal financial advisors may obtain the Certified Financial Planner credential, often
referred to as CFP (R), demonstrating to potential customers that a planner has extensive
training and competency in the area of financial planning. The CFP (R) certification,
issued by the Certified Financial Planner Board of Standards, Inc., requires relevant
experience, the completion of education requirements, the passage of a comprehensive
examination, and adherence to an enforceable code of ethics. Personal financial advisors
may also obtain the Chartered Financial Consultant (ChFC) designation, issued by the
American College in Bryn Mawr, Pennsylvania, which requires experience and the



completion of an eight-course program of study. Both designations have a continuing
education requirement.

A licenseisnot required to work as a personal financial advisor, but advisors who sell
stocks, bonds, mutual funds, insurance, or real estate may need licenses to perform these
additional services. Also, if legal adviceis provided, alicense to practice law may be
required. Financial advisors who do not provide these additional services often refer
clients to those qualified to provide them.

Financial analysts may advance by becoming portfolio managers or financial managers,
directing the investment portfolios of their companies or of clients. Personal financial
advisors who work in firms also may move into managerial positions, but most advisors
advance by accumulating clients and managing more assets.
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