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BRIDGING THE FACTORY
AND THE SHOP FLOOR

The omnichannel dilemma in wealth distribution

Executive Summary

Asset managers and wealth platforms increasingly rely on an
omnichannel distribution model, deploying identical institutional
products across both advised and direct-to-consumer (D2C)
channels to aggregate Assets Under Management (AUM). However,
this unified approach consistently creates structural friction, as the
mathematical architecture of the "factory” fails to account for the
conflicting psychological and commercial realities of the retail "shop
floor." To scale without margin erosion or channel cannibalization,
executives must engineer specific proposition alignment for each
distinct user base.



Briefing
The Structural Reality of Omnichannel Wealth Distribution

The dominant wealth management distribution strategy of the past
decade has prioritized scale above all else. Asset managers and
platform executives view their underlying product—a multi-asset fund
range, a model portfolio service, or a specialized tax wrapper—as a
fixed institutional asset. To maximize revenue, they push this single
asset through every available retail pipe, targeting traditional IFAs
alongside a growing D2C retail base.

This is an architectural error. It assumes that a financial product is
purely mathematical. In reality, a financial product only succeeds
when its underlying architecture precisely matches the behavioral
and commercial expectations of the end-user. The industry average
customer acquisition cost (CAC) for a retail D2C wealth client
currently hovers between £300 and £500, with retention heavily
dependent on a frictionless user experience. Conversely, the IFA
pipeline relies on complex technical integration, defensive tax
planning capability, and institutional relationship leverage.

When you push an identical product through these two
fundamentally opposed channels, the proposition fractures. The
mathematical "factory” does not survive contact with the retail "shop
floor."

Deconstructing the Friction: IFA vs. D2C Channels

The conflict between IFA vs D2C channels is not merely a marketing
challenge; it is a structural fault line. A product engineered for an
adviser’s technical toolkit introduces unbearable friction for an
unadvised retail client. Conversely, a product smoothed out for the
D2C market feels lightweight and structurally insufficient for a
Chartered Planner managing high-net-worth capital.



Proposition Focus

Pricing Architecture

Ul / UX Requirement

Primary Friction Point

Structural depth, bespoke
tax wrapping, defensive
asset allocation.

Tiered structure, platform
fee integration, visible
adviser charging.

Comprehensive data feeds,
reporting granularities,
institutional APls.

Clunky administrative
integration or lack of
technical customization.

Immediate accessibility,

behavioral nudges, simplified

goal alignment.

Flat or bundled basis points,
zero-friction entry, hyper-
sensitive to headline cost.

Gamified simplicity, two-
click execution, high visual
reward.

Overwhelming technical
jargon leading to decision
paralysis and cart
abandonment.

Consider a recent structural case study: A mid-tier asset manager
launched a highly sophisticated, volatility-managed retirement fund.
It gained rapid traction with IFAs who understood the underlying
derivative architecture. Seeking rapid AUM growth, the manager
deployed the exact same fund—with identical naming conventions
and technical fact sheets—onto a major D2C platform. The result was
near-zero retail adoption. Unadvised clients could not interpret the
complex risk metrics, and the technical friction stalled the
distribution engine completely.



The Cost of Misalignment: AUM Margin Erosion

When distribution strategy ignores channel friction, the immediate
casualty is the EBITDA margin. Misaligned pricing architecture
between advised and non-advised pipelines systematically erodes
commercial viability.

Let us evaluate the baseline commercial calculation of channel
conflict;

e The D2C Pipeline: Assume a direct-to-consumer Client
Acquisition Cost (CAC) of £400. If the product margin is 40 basis
points (0.40%), a client must invest and hold £100,000 for a full
year simply for the firm to break even on acquisition. If the Ul is

too complex—borrowed from the IFA channel—the client churns in

month three. The Lifetime Value (LTV) drops below the CAC, and
the channel operates at a structural loss.

e The Advised Pipeline: IFAs control bulk capital. The acquisition
cost per client is significantly lower, but the relationship
management and platform integration costs are high. If IFAs

discover that retail clients can access the exact same institutional

product D2C at a lower bundled fee, channel cannibalization
occurs. The IFA withdraws capital, protecting their own value

proposition, and the asset manager loses high-retention, low-CAC

AUM.
Engineering Proposition Alignment

True commercial growth requires structural alignment. C-suite

leaders attempting to bridge the factory and the shop floor must stop

selling identical products to conflicting audiences. | apply three
executive rules of thumb to de-risk omnichannel distribution:

1. Delineate the Pricing Architecture: Never allow the D2C headline

price to undercut the net cost of the advised channel. Construct

clean, distinct share classes or wrapper structures that isolate the

pricing models. The architecture must protect the IFA's



commercial position while remaining competitive in the retail
aggregator space.

2. Treat Ul as a Regulatory and Commercial Filter: A beautiful Ul
does not fix a broken pricing model, but it is a critical translation
tool. The D2C interface must act as an abstraction layer, hiding
the complex actuarial machinery while delivering behavioral
simplicity. The IFA interface must expose the machinery to allow
for bespoke planning.

3. Define the Cannibalization Threshold: Run the data on cross-
channel friction. If scaling a D2C proposition risks a 10% outflow
from your existing IFA pipeline, the LTV:CAC ratio of the retaill
channel must be exponentially higher to justify the structural shift.
If the math does not balance, restrict the channel.

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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