
The Evolving Role of 
Behavioral Finance in 2020
As market volatility escalated, advisors increasingly 
WXUQHG�WR�EHKDYLRUDO�ȴQDQFH�WR�KHOS�NHHS�FOLHQWV�LQYHVWHG�
and focused on their long-term goals. 



Executive Summary
%HKDYLRUDO�ȴQDQFH�FDQ�SOD\�DQ�LPSRUWDQW�UROH�LQ�KHOSLQJ�LQYHVWRUV�
VXFFHVVIXOO\�SXUVXH�WKHLU�ȴQDQFLDO�JRDOV��HVSHFLDOO\�GXULQJ�SHULRGV�RI�
SURQRXQFHG�PDUNHW�YRODWLOLW\��7KLV�ZKLWH�SDSHU�H[DPLQHV�WKH�SUHYDOHQFH�
RI�HPRWLRQDO�DQG�FRJQLWLYH�ELDVHV�ZLWK�DGYLVRUVȇ�FOLHQW�EDVHV�DQG�WKH�
EHQHȴWV�RI�XVLQJ�EHKDYLRUDO�ȴQDQFH�DV�D�WRRO�WR�KHOS�PLQLPL]H�WKH� 
ELDVHVȇ�LPSDFW����
 
 

Methodology
Charles SFKZDE�ΖQYHVWPHQW�0DQDJHPHQW��LQ�FROODERUDWLRQ�ZLWK�WKH�
ΖQYHVWPHQWV�	�:HDOWK�ΖQVWLWXWH®��Ζ:Ζ���UHWDLQHG�&HUXOOL�$VVRFLDWHVȃD�
OHDGLQJ�LQGHSHQGHQW�PDUNHW�UHVHDUFK�DQG�FRQVXOWLQJ�ȴUPȃWR�OHDUQ�KRZ�
DGYLVRUV�YLHZ�DQG�XVH�EHKDYLRUDO�ȴQDQFH�ZKHQ�ZRUNLQJ�ZLWK�FOLHQWV��ΖQ�
0D\�DQG�-XQH�������&HUXOOL�$VVRFLDWHV�FRQGXFWHG�D�VXUYH\�RI�PRUH�WKDQ�
����ȴQDQFLDO�DGYLVRUV��5HVSRQGHQWV�ZHUH�PHPEHUV�RI�Ζ:Ζ�DQG�GLYHUVLȴHG�
DFURVV�EXVLQHVV�PRGHOV��LQFOXGLQJ�ZLUHKRXVHV��UHJLVWHUHG�LQYHVWPHQW�
DGYLVRUV��DQG�QDWLRQDO�DQG�UHJLRQDO�EURNHU�GHDOHUV��6HOHFW�ȴQGLQJV�IURP�
WKH�VXUYH\��%H)L�%DURPHWHU�������DUH�GLVFXVVHG�LQ�WKLV�ZKLWH�SDSHU��
 

Key Points 
• 2YHU�WKH�ODVW�\HDU��DGYLVRUVȇ�UHSRUWHG�XVH�RI�EHKDYLRUDO�ȴQDQFH�

LQFUHDVHG�VLJQLȴFDQWO\��HVSHFLDOO\�ZLWKLQ�FOLHQW�FRPPXQLFDWLRQV�

• $GYLVRUV�ZLGHO\�OHYHUDJHG�EHKDYLRUDO�ȴQDQFH�WR�KHOS�WKHP�GHYHORS�
D�EHWWHU�XQGHUVWDQGLQJ�RI�FOLHQWVȇ�DFWXDO�DSSHWLWHV�IRU�ULVN�DQG�NHHS�
WKHP�LQYHVWHG�GXULQJ�WXUEXOHQW�PDUNHWV�HDUO\�LQ������

• $GYLVRUVȇ�FOLHQWV�PRVW�IUHTXHQWO\�GHPRQVWUDWHG�UHFHQF\�DQG�ORVV�
DYHUVLRQ�ELDVHV�ZKLOH�LQVWDQFHV�RI�IUDPLQJ�DQG�PHQWDO�DFFRXQWLQJ�
JUHZ�VKDUSO\�LQ�WKH�ODVW�\HDU��

• $GYLVRUV�ZKR�LQFRUSRUDWH�EHKDYLRUDO�ȴQDQFH�LQWR�WKHLU�SUDFWLFHV�
UHSRUWHG�HOHYDWHG�FOLHQW�DFTXLVLWLRQ�DFWLYLW\�DV�WKH\�LQFUHDVHG�
SURDFWLYH�FOLHQW�FRPPXQLFDWLRQ�

What Is Behavioral Finance?
BehaviRUDO�ȴQDQFH�LV�WKH�VWXG\�RI�WKH�
HPRWLRQDO�DQG�LQWHOOHFWXDO�SURFHVVHV�WKDW�
FRPELQH�WR�GULYH�LQYHVWRUVȇ�GHFLVLRQ�PDNLQJ��
ZLWK�WKH�JRDO�RI�KHOSLQJ�FOLHQWV�RSWLPL]H�
ȴQDQFLDO�RXWFRPHV�DQG�HPRWLRQDO�VDWLVIDFWLRQ�

?
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ΖQ�������LW�LV�SURYLQJ�WR�EH� 
H[WUHPHO\�FKDOOHQJLQJ�IRU�
LQYHVWRUV�WR�GL΍HUHQWLDWH�EHWZHHQ�
ȊXQSUHFHGHQWHG�WLPHVȋ�DQG�ȊWKH�
QHZ�QRUPDO�ȋ�'HVSLWH�DQ�RQJRLQJ�
ZRUOGZLGH�SDQGHPLF�DQG�UHFRUG�
EUHDNLQJ�XQHPSOR\PHQW�DQG�
GHFOLQHV�LQ�*'3��E\�ODWH�VXPPHU�
HTXLW\�PDUNHWV�UHJDLQHG�WKHLU�
DODUPLQJ�ȴUVW�TXDUWHU�GHFOLQHV��$W�
WKH�VDPH�WLPH��KHDGOLQHV�DUH�ȴOOHG�
ZLWK�VWRULHV�DERXW�LQYHVWRUV�UDPSLQJ�
XS�WKHLU�WUDGLQJ�DFWLYLW\��ZLWK�PDQ\�
UHFRUGLQJ�RXWVL]HG�JDLQV��RQO\�
RFFDVLRQDOO\�WHPSHUHG�E\�DFFRXQWV�
of disconcerting losses. 

Even in the best of times, it can be 
GLɝFXOW�IRU�LQYHVWRUV�WR�XQGHUVWDQG�
WKH�GD\�WR�GD\�ȵXFWXDWLRQV�RI�WKH�
PDUNHW��EXW������KDV�SUHVHQWHG�
HYHU�FKDQJLQJ�FRPELQDWLRQV�RI�QHZV�
and market reactions that have left 
even the most self-assured market 
H[SHUWV�EDɞHG��ΖQ�WLPHV�OLNH�WKLV��
LQYHVWRUV�QHHG�D�KHOSLQJ�KDQG�PRUH�
WKDQ�HYHU��7KH\�DUH�XQGHUVWDQGDEO\�
GLVWUHVVHG�E\�WKH�SRWHQWLDO�LPSDFW�
RI�WKH�SDQGHPLF�RQ�WKHLU�KHDOWK��
WKHLU�MREV��DQG�WKHLU�SRUWIROLRV��
$GYLVRUV�PXVW�KHOS�LQYHVWRUV�FUHDWH�
DQG�PDLQWDLQ�D�PHQWDO�IUDPHZRUN�
WR�KHOS�HDVH�WKHLU�FRQFHUQV�DERXW�
WKH�ȵXFWXDWLRQV�RI�WKH�PDUNHW��
%HKDYLRUDO�ȴQDQFH�FDQ�EH�D�FUXFLDO�
HOHPHQW�RI�DGYLVRUVȇ�H΍RUWV�WR�KHOS�
investors overcome their emotional 
UHDFWLRQV�LQ�SXUVXLW�RI�WKHLU�ORQJ�
WHUP�ȴQDQFLDO�JRDOV��

7KH�UHVXOWV�RI�WKH�%H)L�%DURPHWHU�
�����UHȵHFW�D�QRWDEOH�XSWLFN�LQ�
DGYLVRU�DGRSWLRQ�RI�SULQFLSOHV�RI�
EHKDYLRUDO�ȴQDQFH��HVSHFLDOO\�ZLWK�
UHJDUG�WR�FOLHQW�FRPPXQLFDWLRQ��7KH�
�����HGLWLRQ�RI�WKLV�UHVHDUFK�IRXQG�
WKDW�����RI�UHVSRQGHQWV�LQGLFDWHG�
WKDW�WKH\�ZHUH�OHYHUDJLQJ�EHKDYLRUDO�
ȴQDQFH�LQ�WKHLU�RXWUHDFK�H΍RUWV��ΖQ�
WKH������HGLWLRQ��WKLV�ȴJXUH�JUHZ�
WR������UHȵHFWLQJ�UHVSRQGHQWVȇ�
LQFUHDVHG�H΍RUWV�WR�KHOS�FOLHQWV�
FUHDWH�D�GXUDEOH�PHQWDO�IUDPHZRUN�
WR�GHDO�ZLWK�WKH�DGYHUVLW\�SUHVHQWHG�
by increased uncertainty in the 
PDUNHWV�DQG�LQ�OLIH�RYHUDOO�LQ�������
�6HH�([KLELW����

7KRXJK�DGYLVRUV�DUH�LQFUHDVLQJO\�
DGGLQJ�EHKDYLRUDO�ȴQDQFH�WR�WKHLU�
WRRONLWV��WKHLU�PRVW�IUHTXHQWO\�FLWHG�
FKDOOHQJH�ZLWK�EHKDYLRUDO�ȴQDQFH�
LV�GLɝFXOW\�LPSOHPHQWLQJ�WKH�
IXQGDPHQWDOV�LQWR�WKHLU�H[LVWLQJ�
SUDFWLFHV��2QH�RI�WKH�JRDOV�RI�
WKLV�UHVHDUFK��DV�ZHOO�DV�&KDUOHV�
6FKZDE�ΖQYHVWPHQW�0DQDJHPHQWȇV�
%LDJQRVWLFVp�SURJUDP��LV�WR�QRW�
MXVW�KHOS�DGYLVRUV�XQGHUVWDQG�WKH�
SRWHQWLDO�EHQHȴWV�RI�LQFRUSRUDWLQJ�
WKH�SULQFLSOHV�RI�EHKDYLRUDO�ȴQDQFH��
EXW�DOVR�WR�SURYLGH�WRROV�DQG�EHVW�
SUDFWLFH�UHFRPPHQGDWLRQV�WR�KHOS�
them navigate these challenges. 

Overcoming Investors’ Biases 
in a Crucible  
7KH�SXUVXLW�RI�ORQJ�WHUP�ȴQDQFLDO�
goals through investing can easily 
WULJJHU�SURWHFWLYH�LQVWLQFWV�LQ�FOLHQWV�
GXULQJ�SHULRGV�RI�DGYHUVLW\�DQG�
YRODWLOLW\��:LWKRXW�DQ\�DELOLW\�WR�
control their situations, investors 
PD\�IHHO�XQFHUWDLQ�RU�KHOSOHVV��7KH�
FRPELQDWLRQ�RI�HSLGHPLRORJLFDO��
HFRQRPLF��DQG�SROLWLFDO�IDFWRUV�
HYROYLQJ�RYHU�WKH�FRXUVH�RI������
KDV�FUHDWHG�DQ�LQFRPSDUDEOH�
environment feeding these 
SURWHFWLYH�LQVWLQFWV�DPRQJ�LQYHVWRUV��

:KHQ�WKH�&29Ζ'����SDQGHPLF�
hit, suddenly millions of investors, 
and their friends and relatives, 

IDFHG�WKH�WZLQ�WKUHDWV�RI�LOOQHVV�
DQG�XQHPSOR\PHQW��ZLWK�QR�FOHDU�
SDWK�WR�UHFRYHU\�RQ�HLWKHU�IURQW��
5HJUHWWDEO\��WKHVH�FKDOOHQJHV�
DUH�IXUWKHU�FRPSRXQGHG�E\�WKH�
behavioral biases advisors observe 
PRVW�IUHTXHQWO\�ZLWKLQ�WKHLU�FOLHQW�
EDVHV��ΖQ�ERWK������DQG�������
DGYLVRUV�LGHQWLȴHG�UHFHQF\�DV�
the most commonly observed 
FOLHQW�ELDV��ZLWK�����RI�DGYLVRU�
UHVSRQGHQWV�LQGLFDWLQJ�WKDW�LW�
VLJQLȴFDQWO\�FRQWULEXWHG�WR�WKHLU�
FOLHQWVȇ�GHFLVLRQ�PDNLQJ��6LPLODUO\��
ORVV�DYHUVLRQ�PDLQWDLQHG�LWV�SRVLWLRQ�
DV�WKH�VHFRQG�PRVW�UHFRJQL]HG�ELDV��
JURZLQJ�IURP�����WR�����RYHU�WKH�
VDPH�SHULRG���6HH�([KLELW����

7KH�IUHTXHQF\�RI�WKHVH�WZR�
UHVSRQVHV�XQGHUVFRUHV�WKH�
LQWHUWZLQHG�QDWXUH�RI�LQYHVWRUVȇ�
behavioral biases. Clients are rarely 
D΍HFWHG�E\�D�VLQJOH�EHKDYLRUDO�
ELDV��ΖQVWHDG��WKH\�DUH�FRPPRQO\�
D΍HFWHG�E\�D�YDULHW\�RI�ELDVHV��HDFK�
ZLWK�WKHLU�RZQ�XQLTXH�FRPELQDWLRQ�
EDVHG�RQ�WKHLU�SHUVRQDO�
SUHGLVSRVLWLRQV�DQG�FRQFHUQV��
)RU�H[DPSOH��LQ�0DUFK�������D�
client could very easily have been 
concerned about the recent losses 
LQ�WKHLU�SRUWIROLR�DQG�VRXJKW�RXW�
LQIRUPDWLRQ�WR�FRQȴUP�WKHLU�RZQ�
SUH�H[LVWLQJ�EHOLHIV�DERXW�KRZ�WR�
JURZ�D�SRUWIROLR�EDFN�WR�LWV�SUHYLRXV�

71%

58%

81%

62%

Client communication Portfolio construction

2019 2020

10-point 
increase 
YOY

ADVISORS’ BEHAVIORAL ADVICE IMPLEMENTATION, 2019 VS. 2020

EXHIBIT 1

6RXUFHV��&HUXOOL�$VVRFLDWHV��LQ�SDUWQHUVKLS�ZLWK�&KDUOHV�6FKZDE�ΖQYHVWPHQW�0DQDJHPHQW��ΖQF���DQG�WKH�ΖQYHVWPHQWV�	�
:HDOWK�ΖQVWLWXWH���
$QDO\VW�1RWH��$GYLVRUV�ZHUH�DVNHG�KRZ�RIWHQ�WKH\�LQFRUSRUDWH�EHKDYLRUDO�ȴQDQFH�LQWR�WKHLU�DGYLVRU\�SUDFWLFH�ZLWK�
UHVSHFW�WR�FOLHQW�FRPPXQLFDWLRQV�SRUWIROLR�FRQVWUXFWLRQ��3HUFHQWDJHV�LQGLFDWH�DGYLVRUV�WKDW�VHOHFWHG�Ȋ)UHTXHQWO\ȋ�RU�
Ȋ$OZD\V�ȋ
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KLJK�ZDWHU�PDUN��:LWK�DW�OHDVW�ȴYH�
ELDVHV�SOD\LQJ�D�SRWHQWLDO�UROH�LQ�
WKLV�WKRXJKW�SURFHVV��LW�LV�HDV\�WR�
VHH�KRZ�FRPSOLFDWHG�XQZLQGLQJ�D�
FOLHQWȇV�EHKDYLRUDO�VXVFHSWLELOLWLHV�
can be.  

:LWK�WKLV�LQ�PLQG��DGYLVRUV�VKRXOG�
consider each of the various 
ELDVHV�DQ�LQYHVWRU�LV�H[KLELWLQJ�
DV�V\PSWRPV�FRQWULEXWLQJ�WR�WKH�
RYHUDOO�DɞLFWLRQ�RI�OHWWLQJ�HPRWLRQV�
LQWHUIHUH�ZLWK�PHHWLQJ�WKHLU�ȴQDQFLDO�
JRDOV��ΖQ�DGGLWLRQ��DGYLVRUV�PXVW�
WU\�DQG�EXLOG�D�IUDPHZRUN�WKDW�
IDFLOLWDWHV�D�SDWK�RI�OHDVW�UHVLVWDQFH�
WR�SXUVXLQJ�DQ�RYHUDOO�UHPHG\��RU�DW�
least a treatment that reduces the 
PRVW�DGYHUVH�H΍HFWV��

:KHQ�DVNHG�LQ������DERXW�WKH�
EHQHȴWV�RI�LQFRUSRUDWLQJ�EHKDYLRUDO�
ȴQDQFH��DGYLVRUV�ZHUH�PRVW�OLNHO\�
WR�FLWH�VWUHQJWKHQLQJ�UHODWLRQVKLSV�
�������LPSURYLQJ�GHFLVLRQV��������
and better managing client 
H[SHFWDWLRQV��������7KRXJK�DOO�
WKHVH�EHQHȴWV�UHPDLQHG�UHOHYDQW�
LQ�������WKH\�ZHUH�KDQGLO\�HFOLSVHG�
E\�WKH�EHQHȴW�RI�NHHSLQJ�FOLHQWV�

LQYHVWHG��ZKLFK�JUHZ�IURP�����WR�
�����/LNHZLVH��GHYHORSLQJ�D�EHWWHU�
XQGHUVWDQGLQJ�RI�FOLHQWVȇ�FRPIRUW�
OHYHO�ZLWK�ULVN�MXPSHG�IURP�����LQ�
�����WR�����LQ��������6HH�([KLELW����

7KHVH�UHVXOWV�KLJKOLJKW�WKH�GXDO�
UROH�RI�EHKDYLRUDO�ȴQDQFH�LQ�
FOLHQW�UHODWLRQVKLSV��VHUYLQJ�DV�D�
IUDPHZRUN�IRU�GHHSHU�HQJDJHPHQW�
to strengthen communication 
DQG�SULRULWL]H�JRDOV�GXULQJ�JRRG�
WLPHV��DQG�WR�KHOS�PLQLPL]H�FOLHQWVȇ�
instinctual adverse reactions during 
SHULRGV�RI�DFXWH�YRODWLOLW\��1RWKLQJ�
KLJKOLJKWV�WKH�GLUHFWO\�DSSOLFDEOH�
EHQHȴWV�RI�EHKDYLRUDO�ȴQDQFH�TXLWH�
DV�FOHDUO\�DV�D�VXGGHQ�HTXLW\�PDUNHW�
GHFOLQH��:KHQ�IDFHG�ZLWK�SDQLFNLQJ�
FOLHQWV��DGYLVRUV�ZHUH�DEOH�WR�UHO\�RQ�
WKH�EHKDYLRUDO�ȴQDQFH�IRXQGDWLRQV�
WKDW�KDG�EHHQ�EXLOW�WR�KHOS�NHHS�
their clients focused on their 
VWUDWHJLF�SXUVXLW�RI�ȴQDQFLDO�JRDOV�
rather than being distracted by  
WHPSRUDU\�YRODWLOLW\���

2QH�ZD\�WKDW�DGYLVRUV�FDQ�KHOS�
JXLGH�LQYHVWRUV�WRZDUG�LPSURYHG�
outcomes is by leveraging the 

SRZHU�RI�LQYHVWRUVȇ�EHKDYLRUDO�
ELDVHV�WKHPVHOYHV��ΖQ�������DGYLVRUV�
UHSRUWHG�D�QRWDEOH�XSWLFN�LQ�WKH�
SUHYDOHQFH�RI�ERWK�IUDPLQJ��XS�
IURP�����WR������DQG�PHQWDO�
DFFRXQWLQJ��ZKLFK�JUHZ�IURP�����
WR������:KLOH�WKHVH�ELDVHV�KDYH�
WKH�SRWHQWLDO�WR�QHJDWLYHO\�LPSDFW�
LQYHVWRUVȇ�GHFLVLRQ�PDNLQJ��WKH\�
FDQ�DOVR�EH�XVHIXO�ZKHQ�ZLHOGHG�E\�
DQ�DGHSW�DGYLVRU��)RU�H[DPSOH��E\�
using mental accounting, an advisor 
FDQ�KHOS�LQYHVWRUV�FRQVLGHU�WKHLU�
FXUUHQW�FDVK�ȵRZ�QHHGV�VHSDUDWHO\�
IURP�WKHLU�UHWLUHPHQW�SRUWIROLRV��
2U�E\�WDNLQJ�D�IUDPLQJ�DSSURDFK��
DQ�DGYLVRU�FDQ�HPSKDVL]H�KRZ�
UHEDODQFLQJ�D�SRUWIROLR�GXULQJ�
DQ�HTXLW\�PDUNHW�GHFOLQH�DOORZV�
investors to accumulate more 
shares of their favorite stock or 
IXQGV�DW�D�UHGXFHG�SULFH��ΖQ�HLWKHU�
FDVH��E\�HPEUDFLQJ�WKH�SULQFLSOHV�
RI�EHKDYLRUDO�ȴQDQFH��DGYLVRUV�
FDQ�QXGJH�FOLHQWV�WRZDUG�PRUH�
FRQVWUXFWLYH�ZD\V�WR�WKLQN�DERXW�
WKHLU�SRUWIROLRV��

Bias Description 

��RI�DGYLVRUV�ZKR�REVHUYH�ELDV��VLJQLȴFDQWO\��
among clients

���� ���� ���
���&KDQJH� 
�SHUFHQWDJH�SRLQWV��

5HFHQF\�ELDV %HLQJ�HDVLO\�LQȵXHQFHG�E\�UHFHQW�QHZV�HYHQWV�RU�H[SHULHQFHV ��� ��� ����SS

/RVV�DYHUVLRQ 2SWLQJ�IRU�OHVV�ULVN�LQ�SRUWIROLR�WKDQ�LV�UHFRPPHQGHG ��� ��� ��SS

Familiarity/home bias 3UHIHUULQJ�WR�LQYHVW�LQ�IDPLOLDU��8�6��GRPLFLOHG��FRPSDQLHV ��� ��� ��SS

Framing 0DNLQJ�GHFLVLRQV�EDVHG�RQ�WKH�ZD\�WKH�LQIRUPDWLRQ�LV�SUHVHQWHG ��� ��� ��SS

0HQWDO�DFFRXQWLQJ 6HSDUDWLQJ�ZHDOWK�LQWR�GL΍HUHQW�EXFNHWV�EDVHG�RQ�ȴQDQFLDO�JRDOV ��� ��� ���SS

&RQȴUPDWLRQ�ELDV 6HHNLQJ�LQIRUPDWLRQ�WKDW�UHLQIRUFHV�H[LVWLQJ�SHUFHSWLRQV ��� ��� �����SS

Anchoring )RFXVLQJ�RQ�D�VSHFLȴF�UHIHUHQFH�SRLQW�ZKHQ�PDNLQJ�GHFLVLRQV ��� ��� �����SS

Herding )ROORZLQJ�WKH�FURZG�RU�ODWHVW�LQYHVWPHQW�WUHQGV ��� ��� ��SS

(QGRZPHQW�H΍HFW $VVLJQLQJ�D�JUHDWHU�YDOXH�WR�LQYHVWPHQWV�RU�DVVHWV�DOUHDG\�RZQHG ��� ��� ��SS

ΖQHUWLD�VWDWXV�TXR )DLOLQJ�WR�WDNH�DFWLRQ�RU�DYRLGLQJ�FKDQJHV�WR�D�SRUWIROLR ��� ��� ���SS

Selective memory 5HFDOOLQJ�RQO\�SRVLWLYH�H[SHULHQFHV�RU�RXWFRPHV ��� ��� ����SS

5HJUHW�DYHUVLRQ )HDULQJ�WR�WDNH�DFWLRQ�GXH�WR�SUHYLRXV�PLVWDNHV�RU�UHJUHW�DYRLGDQFH ��� ��� ��SS

Availability bias Basing decisions only on readily available information ��� ��� �����SS

2YHUFRQȴGHQFH %HLQJ�RYHUO\�FRQȴGHQW�LQ�RQHȇV�RZQ�DELOLW\ �� ��� ��SS

Self-control 6SHQGLQJ�H[FHVVLYHO\�WRGD\�DW�H[SHQVH�RI�WKH�IXWXUH ��� �� ���SS

CLIENTS’ BEHAVIORAL BIASES, 2019 VS. 2020

EXHIBIT 2

6RXUFHV��&HUXOOL�$VVRFLDWHV��LQ�SDUWQHUVKLS�ZLWK�&KDUOHV�6FKZDE�ΖQYHVWPHQW�0DQDJHPHQW��ΖQF���DQG�WKH�ΖQYHVWPHQWV�	�:HDOWK�ΖQVWLWXWH��
$QDO\VW�1RWH��$GYLVRUV�ZHUH�DVNHG��Ȋ7R�ZKDW�GHJUHH�GR�\RX�EHOLHYH�WKH�IROORZLQJ�ELDVHV�PD\�EH�D΍HFWLQJ�\RXU�FOLHQWVȇ�LQYHVWPHQW�GHFLVLRQ�PDNLQJ"ȋ
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Growing the Base 
&HUXOOLȇV�UHVHDUFK�KDV�FRQVLVWHQWO\�
IRXQG�WKDW��GXULQJ�SHULRGV�RI�
market volatility, the demand 
IURP�LQYHVWRUV�IRU�SHUVRQDOL]HG�
advice increases substantially. 
7KLV�VFHQDULR�KHOG�WUXH�LQ������
DV�����RI�DGYLVRU�UHVSRQGHQWV�
LQGLFDWHG�WKH\�KDG�DGGHG�QHZ�
FOLHQW�KRXVHKROGV�VLQFH�WKH�ȴUVW�
TXDUWHU�RI�������YHUVXV�MXVW����ZKR�
LQGLFDWHG�WKH\�KDG�H[SHULHQFHG�
QHW�FOLHQW�ORVVHV��+RZHYHU��WKHVH�
UHVXOWV�GL΍HUHG�VLJQLȴFDQWO\�EHWZHHQ�
DGYLVRUV�ZKR�LQGLFDWHG�WKDW�WKH\�
UHJXODUO\�LQFRUSRUDWH�HOHPHQWV�RI�
EHKDYLRUDO�ȴQDQFH�LQ�WKHLU�SUDFWLFHV�
DQG�WKRVH�ZKR�GR�QRW��7ZR�WKLUGV�
������RI�EHKDYLRUDO�ȴQDQFH�XVHUV�
UHSRUWHG�DGGLQJ�WR�WKHLU�FOLHQW�
EDVH��FRPSDUHG�WR�MXVW�����RI�
DGYLVRUV�ZKR�DUH�QRW�LQFRUSRUDWLQJ�
EHKDYLRUDO�ȴQDQFH�LQ�WKHLU�SUDFWLFHV��
�6HH�([KLELW�����

$PRQJ�ERWK�JURXSV��DSSUR[LPDWHO\�
WZR�WKLUGV�RI�QHZ�FOLHQWV�ZHUH�

sourced from other advisors 
ZLWK�ZKRP�FOLHQWV�KDG�EHFRPH�
GLVVDWLVȴHG��RU�DV�DQ�RXWFRPH�RI�
investors seeking to consolidate 
WKHLU�DFFRXQWV�DQG�PDLQWDLQ�IHZHU�
DGYLVRU�UHODWLRQVKLSV��7KLV�LV�
IUHTXHQWO\�DWWULEXWDEOH�WR�VDWLVȴHG�
clients referring friends and family 
ZKR�DUH�GLVFRQWHQWHG�ZLWK�WKHLU�
FXUUHQW�DGYLVRU\�UHODWLRQVKLS��
:KLOH�FOLHQWV�DUH�JHQHUDOO\�
UHOXFWDQW�WR�VSHQG�WKH�WLPH�DQG�
H΍RUW�QHFHVVDU\�WR�VHHN�RXW�QHZ�
DGYLVRU\�UHODWLRQVKLSV��JHWWLQJ�D�
GLUHFW�UHIHUUDO�GXULQJ�D�SHULRG�RI�
IUXVWUDWLRQ�ZLWK�D�FXUUHQW�DGYLVRU�
FDQ�PDNH�WKLV�SURFHVV�PXFK�PRUH�
DSSHDOLQJ��7KH�RWKHU�WKLUG�RI�QHZ�
FOLHQW�UHODWLRQVKLSV�ZDV�DWWULEXWDEOH�
to the conversion of formerly self-
GLUHFWHG�LQYHVWRUV�ZKR�IRXQG�WKH�
FXUUHQW�FRQGLWLRQV�DQ�RSSRUWXQH�
WLPH�WR�VHHN�SURIHVVLRQDO�DGYLFH�IRU�
WKH�ȴUVW�WLPH��

5HJDUGOHVV�RI�WKH�UHDVRQ�EHKLQG�
WKH�QHZ�FOLHQW�UHODWLRQVKLS��GXULQJ�

SHULRGV�RI�DGYHUVLW\��LQYHVWRUV�DUH�
PRUH�OLNHO\�WR�TXHVWLRQ�WKH�DGYLFH�
WKDW�LV�VKDSLQJ�WKHLU�SRUWIROLRV��
ZKHWKHU�WKH\�FDPH�XS�ZLWK�LW�
WKHPVHOYHV�RU�XVHG�D�SURIHVVLRQDO�
DGYLVRU��:KLOH�VRPH�DGYLVRUVȇ�
SRUWIROLRV�PD\�LQFRUSRUDWH�WDFWLFDO�
HOHPHQWV�WKDW�KHOS�GDPSHQ�
WKH�LPSDFW�RI�PDUNHW�GHFOLQHV��
GLYHUVLȴHG�VWUDWHJLF�DOORFDWLRQV�
PDNH�XS�WKH�FRUH�RI�UHWDLO�LQYHVWRU�
UHODWLRQVKLSV��%\�WKHLU�YHU\�QDWXUH��
WKH�YDOXH�RI�WKHVH�DFFRXQWV�ZLOO�EH�
largely attributable to movements of 
the market overall. 

8QIRUWXQDWHO\��ZKHQ�LQYHVWRUV�VHH�
WKHLU�SRUWIROLRV�LQFXUULQJ�ORVVHV��
they tend to blame the incumbent 
DGYLFH�SURYLGHU��UHJDUGOHVV�RI�
KRZ�FRPSHWHQWO\�WKH�SURYLGHU�
H[HFXWHG�RQ�WKH�VHUYLFHV�WKH\�KDG�
SURPLVHG��'HVSLWH�GLVFORVXUH�WR�
WKH�FRQWUDU\��PDQ\�FOLHQWV�H[SHFW�
WKDW�WKHLU�DGYLVRUV�SRVVHVV�VNLOOV�
RU�WRROV�WKDW�ZLOO�HQDEOH�WKHP�WR�
VWHHU�FOLHQW�SRUWIROLRV�DZD\�IURP�
ORVVHV�LQ�SHULRGV�RI�SURQRXQFHG�

2019 2020

30%

Increased assets or walletshare

Had no major impact or benefit

Attracted new clients due to differentiated value-add program

Provided highly customized service offering

Helped clients achieve better investment outcomes

Helped improve clients’ financial decisions and prioritize goals

Developed better understanding of clients’ comfort levels with risk

Reduced short-term or emotional decision making (e.g., clients were less anxious)

Better managed client expectations through effective communication

Strengthened trust and relationship with clients/increased client retention

Kept clients invested during market volatility (e.g., stuck with long-term plan)

3%

9%

13%

36%

49%

20%

40%

45%

50%

5%

8%

9%

10%

10%

27%

33%

37%

40%

48%

55%

ADVISORS’ BENEFITS OF INCORPORATING BEHAVIORAL FINANCE, 2019 VS. 2020

EXHIBIT 3

6RXUFHV��&HUXOOL�$VVRFLDWHV��LQ�SDUWQHUVKLS�ZLWK�&KDUOHV�6FKZDE�ΖQYHVWPHQW�0DQDJHPHQW��ΖQF���DQG�WKH�ΖQYHVWPHQWV�	�:HDOWK�ΖQVWLWXWH��
$QDO\VW�1RWH��$GYLVRUV�ZHUH�DVNHG��Ȋ*LYHQ�WKH�LQFUHDVHG�PDUNHW�YRODWLOLW\�RYHU�WKH�SDVW�VHYHUDO�PRQWKV��ZKDW�KDYH�EHHQ�WKH�JUHDWHVW�LPSDFWV�RI�LQFRUSRUDWLQJ�EHKDYLRUDO�ȴQDQFH�WHFK-
QLTXHV�SURJUDPV�LQWR�\RXU�SUDFWLFH"ȋ�$GYLVRUV�ZHUH�DOORZHG�WR�VHOHFW�XS�WR�WKUHH�UHVSRQVHV��7KH�RSWLRQ�RI�KDYLQJ�QR�PDMRU�LPSDFW�RU�EHQHȴW�ZDV�QRW�LQFOXGHG�LQ�WKH������VXUYH\��
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YRODWLOLW\��:KLOH�VRPH�DGYLVRUV�VHH�
QR�EHQHȴW�LQ�GLVVXDGLQJ�FOLHQWV�
RI�WKLV�PLVFRQFHSWLRQ��EHKDYLRUDO�
ȴQDQFH�DGKHUHQWV�DUH�PRUH�OLNHO\�WR�
not only educate clients regarding 
WKH�SRWHQWLDO�IRU�YRODWLOLW\��EXW�DOVR�
WR�XUJH�FOLHQWV�WR�H[SHFW�LW��7KLV�
scenario reinforces many of the key 
EHQHȴWV�RI�OHYHUDJLQJ�EHKDYLRUDO�
ȴQDQFH�LQ�DGYLVRU\�UHODWLRQVKLSV��
HVSHFLDOO\�ZLWK�UHJDUG�WR�PDQDJLQJ�
H[SHFWDWLRQV�DQG�UHPDLQLQJ�LQYHVWHG�
GXULQJ�SHULRGV�RI�YRODWLOLW\�
 

Deepening Connections 
7KLV�LQFUHDVHG�OHYHO�RI�
FRPPXQLFDWLRQ�E\�DGYLVRUV�ZKR�
HPEUDFH�EHKDYLRUDO�ȴQDQFH�DOVR�
carries over to their ongoing client 
RXWUHDFK�H΍RUWV��&HUXOOLȇV�UHVHDUFK�
has consistently found that the 
OHYHO�RI�DQ�DGYLVRUȇV�SURDFWLYH�
FRPPXQLFDWLRQ�H΍RUWV�GXULQJ�
volatility is the most reliable 
LQGLFDWRU�RI�WKH�GHJUHH�WR�ZKLFK�WKH�
DGYLVRU�ZLOO�DGG�QHZ�FOLHQWV�GXULQJ�
WKH�SHULRG��7R�XQGHUVWDQG�WKLV�
WHQGHQF\�IXUWKHU��ZH�DVNHG�DGYLVRUV�
DERXW�WKH�VSHFLȴF�ZD\V�WKH\�FKRVH�
to alter their client communication 
SODQ�HDUO\�LQ������WR�LQYHVWLJDWH�
ZKLFK�ZHUH�PRVW�KLJKO\�FRUUHODWHG�
ZLWK�DGGLQJ�QHZ�FOLHQWV���6HH� 
([KLELW����

7KH�ȴUVW�VWHS�LQ�WKLV�SURFHVV�ZDV�
WR�LGHQWLI\�ZKLFK�FRPPXQLFDWLRQ�
DFWLYLWLHV�HDFK�UHVSRQGHQW�KDG�
LQFUHDVHG�LQ������DQG�WKHQ�
RYHUOD\�WKRVH�UHVXOWV�ZLWK�KRZ�
successful the advisor had been 
LQ�DGGLQJ�QHZ�FOLHQW�KRXVHKROGV�
during the year. As covered earlier, 
DGYLVRUVȇ�FRPPXQLFDWLRQ�H΍RUWV�
KDYH�EHHQ�D�VWURQJ�SUHGLFWRU�RI�
FOLHQW�DFTXLVLWLRQ�H΍RUWV�GXULQJ�
SHULRGV�RI�YRODWLOLW\��KRZHYHU��WKHUH�
ZDV�D�QRWDEO\�HOHYDWHG�OHYHO�RI�
H΍HFWLYHQHVV�RI�FRPPXQLFDWLRQV�
DPRQJ�DGYLVRUV�ZKR�LQFRUSRUDWH�
HOHPHQWV�RI�EHKDYLRUDO�ȴQDQFH�
LQWR�WKHLU�SUDFWLFHV��)RU�H[DPSOH��
DPRQJ�EHKDYLRUDO�ȴQDQFH�XVHUV�
ZKR�LQFUHDVHG�WKHLU�XVH�RI�WH[W�
PHVVDJLQJ������UHSRUWHG�DGGLQJ�
FOLHQWV�WKLV�\HDU�FRPSDUHG�WR�MXVW�
����DPRQJ�QRQ�XVHUV��6LPLODUO\��

INCREASING COMMUNICATIONS’ EFFECT ON NEW CLIENT  
ACQUISITION, Q2 2020

EXHIBIT 5

6RXUFHV��&HUXOOL�$VVRFLDWHV��LQ�SDUWQHUVKLS�ZLWK�&KDUOHV�6FKZDE�ΖQYHVWPHQW�0DQDJHPHQW��ΖQF���DQG�WKH�ΖQYHVW-
PHQWV�	�:HDOWK�ΖQVWLWXWH��
$QDO\VW�1RWH��'DWD�UHȵHFWV�WKH�SHUFHQWDJH�RI�DGYLVRUV�WKDW�JDLQHG�FOLHQWV�VLQFH�4�������DIWHU�LQFUHDVLQJ�XVH�RI�
QRWHG�FRPPXQLFDWLRQ�W\SHV�

CLIENT ACQUISITION IN ADVERSITY, Q2 2020

EXHIBIT 4

6RXUFHV��&HUXOOL�$VVRFLDWHV��LQ�SDUWQHUVKLS�ZLWK�&KDUOHV�6FKZDE�ΖQYHVWPHQW�0DQDJHPHQW��ΖQF���DQG�WKH�ΖQYHVW-
PHQWV�	�:HDOWK�ΖQVWLWXWH��
$QDO\VW�1RWH��$GYLVRUV�ZHUH�DVNHG��Ȋ6LQFH��4�������KDV�\RXU�SUDFWLFH�JDLQHG�RU�ORVW�FOLHQWV"ȋ

78%

51 pp 
increase

27%

Text messages

30 pp 
increase

72%

42%

Outgoing calls

Non-users Behavioral finance users

29 pp 
increase

66%

37%

Emails

18 pp 
increase

62%

44%

Video meetings

Gained clients Neither added or lost clients significantly Lost clients

30% 
increase

Behavioral finance users

66%

32%

2%

Non-users

36%

57%

6%
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����RI�EHKDYLRUDO�ȴQDQFH�XVHUV�
ZKR�LQFUHDVHG�RXWJRLQJ�FDOOV�DGGHG�
QHZ�FOLHQWV��FRPSDUHG�WR�MXVW�����
of non-users. 

7KH�XQLI\LQJ�HOHPHQW�LQ�WKHVH�
UHVXOWV�LV�WKDW�SURDFWLYH�SHUVRQDO�
FRPPXQLFDWLRQ�ZDV�YDOXHG�E\�
LQYHVWRUV�DQG�ZDV�HVSHFLDOO\�
H΍HFWLYH�IRU�DGYLVRUV�ZKR�KDYH�
PDGH�EHKDYLRUDO�ȴQDQFH�D�SDUW�RI�
their client engagement strategy. 
ΖQVWHDG�RI�KDYLQJ�WR�SLYRW�IURP�
touting their investment returns 
WR�IRFXVLQJ�RQ�H[SODLQLQJ�YRODWLOLW\��
EHKDYLRUDO�ȴQDQFH�XVHUV�ZHUH�DEOH�
to frame current conditions as 
H[SHFWHG�GHYHORSPHQWV�ZLWKLQ�WKH�
FRQWH[W�RI�WKH�ORQJ�WHUP�SODQV�WKH\�
KDG�SUHYLRXVO\�GHYHORSHG� 
and discussed. 

ΖWȇV�XS�WR�DGYLVRUV�WR�XQGHUVWDQG�
ZKDW�W\SH�RI�FRPPXQLFDWLRQ�
WKHLU�FOLHQWV�DQG�SURVSHFWV�SUHIHU��
ΖQYHVWRUV�ZDQW�WR�NQRZ�WKDW�WKHLU�
advisors are taking the time to truly 
JHW�WR�NQRZ�WKHP�DQG�DUH�XVLQJ�
WKHLU�LQVLJKWV�WR�FUHDWH�SHUVRQDOL]HG�
DFWLRQ�SODQV�WR�KHOS�WKHP�DFKLHYH�
WKHLU�JRDOV��&DOOV�DQG�WH[W�PHVVDJHV�
DUH�WKH�SHUVRQDO�FRPPXQLFDWLRQ�
PHWKRGV�LQYHVWRUV�XVH�ZLWK�SHRSOH�
WKH\�WUXVW�WKH�PRVW��1HZVOHWWHUV�DQG�
VRFLDO�PHGLD�SRVWLQJV�FDQ�VHUYH�DV�
XVHIXO�FRPSOHPHQWV�WR�EURDGFDVW�
NH\�WKHPHV��EXW�WKH\�VLPSO\�ZLOO�
QRW�EXLOG�WKH�OHYHO�RI�UDSSRUW�
DQG�HPSDWK\�WKDW�FRPHV�ZLWK�
SHUVRQDO�FRPPXQLFDWLRQ�PHWKRGV��
&RPPXQLFDWLQJ�ZLWK�LQYHVWRUV�RQ�
WKHLU�WHUPV�KHOSV�DGYLVRUV�FRQYH\�WR�
FOLHQWV�WKDW�WKH\�DUH�LPSRUWDQW�DQG�
that their advisor is ready to listen. 
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Conclusion 
Staying active in times of volatility is key to adding clients 
IURP�D�YDULHW\�RI�VRXUFHV��&OLHQWV�DQG�SURVSHFWV�ZDQW�
WR�NQRZ�WKDW�WKHLU�DGYLVRU�LV�ORRNLQJ�RXW�IRU�WKHP��HYHQ�
ZKHQ�WKH�DGYLFH�WKH\�DUH�GHOLYHULQJ�LV�WR�VWD\�WKH�FRXUVH�
or focus on the long term. 

:KLOH�EHKDYLRUDO�ELDVHV�FUHDWH�DQ�LPSXOVH�IRU�GHIHQVLYH�
action during market declines, many times the best 
DGYLFH�LV�WR�WU\�DQG�WDNH�HPRWLRQ�RXW�RI�WKH�SURFHVV��
/D\LQJ�D�IRXQGDWLRQ�IRU�FRPPXQLFDWLRQ�RQ�WKH�EDVLV�
RI�EHKDYLRUDO�ȴQDQFH�DOORZV�DGYLVRUV�WR�EHWWHU�VHW�
H[SHFWDWLRQV�HDUO\�RQ�LQ�FOLHQW�UHODWLRQVKLSV��ZKLOH�DOVR�
R΍HULQJ�DQ�RSSRUWXQLW\�WR�PDLQWDLQ�DQ�RSHQ�GLDORJXH�
ZKHQ�PDUNHWV�EHFRPH�WXUEXOHQW��

:KHQ�SURSHUO\�HPSOR\HG��EHKDYLRUDO�ȴQDQFH�DOORZV�
DGYLVRUV�WR�PRUH�QLPEO\�SXUVXH�WKH�WZLQ�JRDOV�RI�KHOSLQJ�
LQYHVWRUV�IHHO�OHVV�ȴQDQFLDO�VWUHVV�ZKLOH�PDNLQJ�EHWWHU�
GHFLVLRQV�LQ�SXUVXLW�RI�WKHLU�ORQJ�WHUP�JRDOV��


