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THE SILENT AUM KILLER

Misaligned pricing architecture

Executive Summary

Financial Service executives frequently treat product pricing as an
end-stage actuarial calculation rather than a core structural pillar of
Go-To-Market (GTM) execution. When highly complex institutional
pricing models are forced into retail wealth distribution channels, they
create immense psychological friction that silently stalls asset

acquisition. To accelerate distribution and protect enterprise yield,
boards must abandon theoretical mathematical perfection and
structurally align their fee architecture with the realities of the retall
shop floor.




Briefing
The Thesis: The Actuarial Blind Spot in GTM Execution

Pricing your financial product with absolute mathematical
perfection is the fastest way to stall your distribution engine.

The prevailing consensus across asset management and wealth
technology is that pricing is either a complex modeling exercise
to be solved in a spreadsheet, or a race to the bottom to be won
on the sales floor. Product manufacturers spend months within
the institutional "factory” modeling risk-adjusted yields, capital
requirements, and multi-layered fee structures to extract
maximum capital efficiency. Yet, when the product transitions to
the "shop floor" for retail distribution, that very complexity
becomes a structural barrier to entry.

This exposes a severe actuarial blind spot. Institutional pricing
models are built for compliance, capital efficiency, and
spreadsheet logic; they are fundamentally not built for human
decision-making. A mathematically flawless pricing architecture
is commercially useless if its density creates psychological
friction at the point of sale. Industry benchmarks consistently
demonstrate that introducing multiple layers of fee complexity
to a retail financial platform can increase abandonment rates by
up to 40%. The proposition fails not because the core financial
utility is weak, but because the mathematical architecture of the
fee actively repels retail capital.

The Structural Proof: The Factory vs. The Shop Floor

The commercial friction becomes glaringly obvious when we
examine the disconnect between how institutional capital
tolerates complexity, whereas retail capital demands absolute
transparency. Deploying factory math onto the shop floor



inevitably stalls GTM execution.
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The Mathematical Reality of the Margin Cut
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When faced with distribution friction, the most common executive
reflex is to initiate a price cut. Attempting to solve structural friction
by slashing fees is a mathematical trap. When pricing is treated as a
blunt instrument rather than a structural tool, it systematically

destroys the EBITDA margin.



Consider the commercial calculation of a reactive price cut designed
to stimulate growth:

The Baseline: A wealth platform manages £600M in AUM at a
bundled fee of 0.40% (40 bps), generating £2,000,000 in gross
revenue.

The "Race to the Bottom®": To stimulate stagnant growth, the
board slashes the fee to 0.30% (30 bps)—a 25% reduction in
top-line margin, dropping revenue to £1,500,000.

The Volume Requirement: To merely replace the lost £500,000
in revenue and return to baseline, the platform must acquire an
additional £166M in AUM.

The Acquisition Friction: If the Customer Acquisition Cost (CAC)
remains static at £600 per client, acquiring that new £166M
(assuming a £50,000 average account size) requires 3,320 new
clients. This incurs £1,660,000 in direct acquisition costs.

By competing purely on price without structurally aligning the fee
architecture to the distribution channel, the firm has cannibalized its
own margin. The cost of scaling the required volume mathematically
outpaces the competitive pricing advantage.

Actuarial Rules of Thumb for the Boardroom

True commercial growth requires pricing to be engineered as a
behavioral nudge, not just a yield calculation. C-suite leaders must
apply actuarial principles to their distribution strategy using the
following heuristics:

Price for the Channel, Not the Spreadsheet: The fee architecture
must mirror the psychological expectations of the specific
distribution pipe. If you are distributing direct-to-consumer,
bundle the fee to eliminate cognitive load. If you are distributing
via intermediaries, unbundle it to allow the adviser to clearly
demonstrate their independent value.

Simplify to Reduce CAC: Complexity spikes your acquisition cost.
Simplify the front-end fee architecture to reduce friction at the



point of onboarding, even if it means compromising the elegance
of the back-end actuarial model. Speed to AUM is always more
valuable than mathematical perfection.

e Protect the LTV:CAC Ratio: Never reduce your headline price
unless you have simultaneously engineered a structural method
to lower your customer acquisition cost or extend the Lifetime
Value (LTV) of the client. Price cuts executed without structural
cost reductions are merely subsidized growth.

Financial product architecture only succeeds when it translates
smoothly from the factory to the shop floor. Align your pricing with
your GTM execution, and you will eliminate the structural friction
silently killing your AUM.

Mandates & Advisory: Mark Woodruff Consultancy operates
exclusively on a B2B basis, providing commercial strategy, fractional
board advisory, Al governance, and executive actuarial oversight for

financial institutions and scaling SMEs.

To discuss a specific mandate, contact Mark Woodruff Consultancy
directly.

Disclaimer: This briefing is for informational and educational purposes
only. It does not constitute formal regulatory, legal, or specific
corporate financial advice. Professional engagements are subject to a
formal letter of agreement.
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