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portfolio theory and capital market 
assumptions in the wake of recent 
events; 27 percent report that their 
faith is unshaken.

• 60 percent believe that the fi nancial 
markets will be better off  as a result 
of the dislocation that has taken 
place in recent months; 56 percent 
believe that the fi nancial services 
industry itself will be better off .

• Only 20 percent of advisors are 
optimistic or very optimistic about 
the fi nancial markets in 2009 and 
42 percent were less than sanguine; 
74 percent of advisors believe that 
recent events have presented them 
with a signifi cant opportunity to 
grow their businesses; 68 percent are 
confi dent that that they know how to 
capitalize on that opportunity.

Prudent Business Practices

Clearly a majority of advisors were 
caught off -guard by the magnitude 
of dislocation that has taken place in 
the fi nancial markets and the fi nancial 
services industry. Th e good news is that 
client confi dence in advisors has held 
up relatively well, arguably better than 
advisors’ confi dence in themselves. If 
you have been in the business for any 

and strategic initiatives for 2009. Table 
1 shows the demographics of the survey 
respondents. Th e survey’s key fi ndings 
are summarized below. Under each 
focus area you will fi nd some business 
practices you can use to overcome chal-
lenges and achieve your business goals 
in 2009 and beyond.

Advisor Sentiment
Survey Findings

• 80 percent of survey respondents 
said they were surprised or very 
surprised by the magnitude of 
dislocation they have witnessed in 
the fi nancial markets; 77 percent 
said they were surprised or very 
surprised by the magnitude of dis-
location they have witnessed in the 
fi nancial services industry.

• Advisors fi rmly believe that their 
clients still have confi dence in them 
personally but are less confi dent 
in their fi rms; 11 percent of survey 
respondents felt that recent events 
had eroded their clients’ confi dence 
in them while 36 percent felt that 
recent events had eroded their cli-
ents’ confi dence in their fi rms.

• 51 percent of advisors are ques-
tioning the principles of modern 

From Pain to Gain
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I f what doesn’t kill us makes us 
stronger, there should be many a 
Hercules among us. Of course, that 

and $2.97 will buy you a nonfat latte. 
We’re not trying to make you feel bet-
ter, but the truth is that if you are still 
reading Investments & Wealth Monitor, 
there is a good chance you are going to 
survive this “crisis.” Is the worst over? 
Hopefully. Will we see more blood in 
the streets? Probably. Will you lose 
some clients? Maybe.

In spite of the pain we have all felt 
this past year, most in our industry 
would agree that this is an excellent 
opportunity to gain market share. Th e 
goal of this article is to help fi nancial 
advisors1 regain their focus and share 
some actionable ideas that will help 
them capitalize on this opportunity 
of a lifetime.

Background

In January 2009, we conducted a survey 
of IMCA members. Th e purpose of this 
survey was to determine how members 
are dealing with the recent dislocation 
in the fi nancial markets and in the fi nan-
cial services industry itself. Our survey 
looked at three key areas including 
advisor sentiment, business challenges, 

TABLE 1: ABOUT THE SURVEY RESPONDENTS

Firm Type Length of Service Business Model

Wirehouse 47% Less than 5 years 5% Wealth Management Consulting 56%

Independent registered 
investment advisor

14% 6–10 years 16%
Investment Management 
Consulting

18%

Independent broker–dealer 14% 11–15 years 14% Investment Advisory 20%

Bank trust department 12% 16–20 years 25% Financial Planning 6%

Regional brokerage 6% 21–25 years 25% Family Office 0%

Bank brokerage 6% 26–30 years 11%

Insurance broker–dealer 1% More than 30 years 4%
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Anyone who experienced the 1973–74 
bear market or the “Crash of 1987” 
probably knows what Yogi Berra meant 
when he said, “It feels like déjà vu all 
over again.” We’ve been there before 
and this too shall pass.

Advisors, like clients, are susceptible 
to a host of behavioral biases that ulti-
mately aff ect decision-making. On one 
hand, we could argue that it really is dif-
ferent this time; that the bizarre set of 
circumstances that led us into this mess 
is indeed unique and requires a new 
rubric. On the other hand, we could 
argue that we are merely suff ering from 
a syndrome that leads us to (falsely) 
believe that recent events will become 
the “new” normal.

In the long run, the basic tenets of 
modern portfolio theory will prevail. 
Th at said, we encourage advisors to look 
hard at their investment philosophies 
and make sure they are aligned with 
sound investment principles. We urge 
them to carefully review their invest-
ment processes to make sure that they 
lead to sound decisions when formulat-
ing investment strategies for clients.

Business Challenges
Pru  dent Business Practices

Th e survey results confi rm that advisors 
have been tested during the past year 
like never before (see fi gure 1). Th e level 

While many advisors and clients 
have lost confi dence in their fi rms, most 
are staying put, at least for now. Most 
investment professionals we talk with 
(who work at fi nancial services organiza-
tions) have considered changing fi rms. 
Many have had serious conversations 
with the “competition” and looked into 
going out on their own. At the end of the 
day, however, they say they fi nd “it’s not 
a good time to move,” and/or “moving to 
another fi rm would be like jumping from 
the frying pan into the fi re.” Only time will 
tell what advisors will do, but our guts tell 
us that the early predictions about large 
numbers of advisors going out on their 
own may be overstated. Th at said, it has 
always been our position that advisors 
should do what is in the best interest of 
clients and their businesses. Under the 
right set of circumstances, changing fi rms 
or going out on their own may make good 
business sense. Th e key is for advisors to 
make sure they are making the move at 
the right time and for the right reasons.

Many advisors are questioning the 
basic principles of modern portfolio 
theory and/or capital market assump-
tions in light of recent events. Th is 
is understandable given the unprec-
edented nature of the dislocation we 
have witnessed during the past year. But 
again, this is where having some wear-
and-tear on your tires comes in handy. 

length of time, this should not come 
as a surprise. As is often the case in 
diffi  cult markets, clients are just as 
concerned (if not more so) about their 
advisors as advisors are about their 
clients. For the most part, clients care 
about their advisors. Th ey view them 
as humans and connect with them at a 
level that transcends the advisor–client 
relationship. Th at is one of the great 
paradoxes of our business and one that 
should give us great comfort.

Th e importance of communicating 
with clients during diffi  cult markets has 
been well-documented. During 
extraordinary times, advisors should take 
extraordinary steps to manage client 
relationships. In addition to phoning 
clients and meeting with them to discuss 
their portfolios, advisors should be 
making time to deepen client relation-
ships. Th is can be done by taking clients 
out for a nonworking lunch or dinner. 
Another option is to invite a group of 
clients over for a nice (but understated) 
wine dinner. Th e key is to spend quality 
time with clients. Th e goal should be to 
get to know them and their families 
better. Th is one practice alone will have 
an extraordinary impact on your 
business, more than anything else you 
can do at this time. It also will lead to 
more referrals if you have the right 
conversation with your clients (see below).

FIGURE 1: SURVEY’S KEY FINDINGS — BUSINESS CHALLENGES
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to help clients regain confi dence and 
rebuild wealth. Listed below are some 
steps that advisors can take to achieve 
these objectives:

Survey your clients. Just because 
your clients like you and are confi dent 
in you does not preclude them from 
thinking about leaving you and/or your 
fi rm. In fact, recent studies show that as 
many as two-thirds of high-net-worth 
clients are thinking of doing just that. 
For this reason, we encourage advisors 
to survey their clients on a regular basis. 
Surveys are most eff ective when con-
ducted by a third party and responses 
are anonymous. Th ey also should be 
comprehensive enough to assess all 
aspects of your business including your 
levels of advice, service, and operational 
excellence.

Plant the referral seed. If it is 
true that a large number of clients are 
thinking about moving their business, 
it stands to reason that advisors can get 
new clients if they do and say the right 
things. If your relationships are solid, 
have this discussion when meeting 
with clients. Let them know that recent 
events have caused some investors to 
rethink their current investment plans 
and advisor relationships. Off er to help 
any friends, family, or business associ-
ates who might fi nd themselves in this 
situation. Have this same conversation 

know that you believe in our economic 
system and in our fi nancial markets. 
Assure them that their investment poli-
cies still are sound. If you have lost your 
confi dence, talk to your colleagues and 
see if you can regain it. If not, it may be 
time to get out of the business.

Re-evaluate your investment 
philosophy and process. Take a hard 
look at the investment choices you 
have made on behalf of your clients; 
make sure they still are the best ones. 
Taking action shows clients that you are 
proactive.

Make time to have fun. Be creative 
here; create a memorable experience for 
those who support you including your 
team, family, and friends. Reconnect 
with something you enjoy but have 
not done in a while; a childhood hobby 
perhaps?

Sharpen the saw (habit #7 of 
highly eff ective people). Stephen 
Covey2 was right about the need for 
self-renewal, and there never has been 
a more important time to take care of 
yourself physically, emotionally, spiritu-
ally, and intellectually. Remember that 
you cannot take care of others if you do 
not take care of yourself.

Strategic Initiatives for 2009
Prudent Business Practices

Advisors need and want to rebuild their 
businesses (see fi gure 2). Th ey also want 

of stress is palpable and many advisors 
remain uncertain about the future. 
Advisor challenges seem to center on 
two basic themes. Th e fi rst is helping 
clients deal with declining portfolio 
values (client relationship manage-
ment). Th e second is managing their 
own stress and th at of their team 
(practice/self management).

When dealing with challenges of 
this magnitude and duration, remem-
ber that most of us tap deeply into our 
personal energy reserves to get through 
these times. Consider the potential 
post-traumatic eff ects that could result. 
We encourage advisors to consider the 
following steps to mitigate these negative 
eff ects:

Communicate more with everyone, 
not just clients. Make time to talk to 
friends, family, and co-workers. Ask 
people how they are doing. Tell them 
how you are doing and be honest. If you 
are feeling overwhelmed or hopeless, 
seek help. Asking for help is a sign of 
strength, not weakness.

Acknowledge the fact that you 
were surprised by the magnitude 
of dislocation that has taken place. 
Doing so reminds people you are 
human. Remember that your clients 
care about you and do not hold you 
personally responsible for their losses.

Convey confi dence in every 
conversation you have. Let people 

FIGURE 2: SURVEY’S KEY FINDINGS — STRATEGIC INITIATIVES FOR 2009
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data, then you give people the sense 
that you are being straight with them.

I have suggested in this article that 
the emotional components of trust are 
the most critical in determining a cli-
ent’s level of trust in you. But you don’t 
actually have to believe that to benefi t 
from these ideas. Unlike technical per-
fection, there is no upper limit to how 
good we can become at the emotional 
side of trust and infl uence. However 
relatively important you think that 
may be, it represents an opportunity to 
become better at gaining a client’s trust 
and confi dence. 

Charle s  H .  Green i s  founder  and 
chie f  e xecutive  o f f icer  o f  Trusted 
Advi sor  Associate s  in  West  Orange , 
NJ,  where  he  works  with comple x 
organiz at ions  to  improve  trust .  He 
i s  author  o f  Trust-based Sel l ing and 
co-author  o f  The Trusted Advisor. 
He earned a BA in philosophy f rom 
Columbia Univer si ty  and an MBA 
f rom Har vard Univer si ty.  Contact 
him at  cg reen@trustedadv i sor.com.

Endnotes
1 Explore the trust equation further through a 

free 20-question online self-assessment tool 
at http://trustedadvisor.com/trustInstitute.
trustquotient/m.

2 Robert Cialdini is the W.P. Carey 
Distinguished Professor of Marketing at 
Arizona State University and author of 
Infl uence:Th e Psychology of Persuasion (New 
York: Quill, 1993).

3 Th omas Friedman is a New York Times 
columnist and author of Th e World is Flat 
(New York: Farrar, Straus and Giroux, 2005); 
his remarks here are from the commence-
ment address at Williams College, 2005.

4 From John Gottman, Th e Seven Principles 
for Making Marriage Work (New York: 
Crown Publishers, 1999).

5 From David Maister, Managing the 
Professional Services Firm (New York: Free 
Press Paperbacks, 1993). 

with your centers of infl uence. It is very 
likely that their clients are seeking their 
advice on what to do with their money.

Adopt the wealth management 
business model. It moves advisors 
and clients away from an investment-
centric relationship (which often 
is performance-driven) to one that 
considers all factors that can aff ect a 
client’s wealth. A properly structured 
wealth management practice places 
advisors at the center of their clients’ 
professional network and makes them 
more indispensible to their clients. 

Steve  Saenz i s  the  founder  o f  the 
Adv i sor  Resource  All iance ,  a  pract ice 
management  consultancy that  was 
formed to  address  the  comple x needs 
o f  the  21st -centur y wealth adv i-
sor.  He earned a BS in  f inance f rom 

F lor ida State  Univer si ty.  Contact 
him at  s teve@ara360.com.
 
Irene Marom i s  a  co- founder  o f 
Marom Ferg uson Consult ing  LLC . 
The f irm specialize s  in  investment 
and wealth management  training 
and consult ing  ser v ice s  tailored 
to  the  needs  o f  f inancial  adv i sor s 
and asset  management  f irms .  She 
earned a BS in  economics  f rom the 
State  Univer si ty  o f  New York (SUNY ) 
Oneonta and an MBA in f inance 
f rom SUNY Binghamton .  Contact  her 
at  irene@maromferg uson .com.
 
Kathleen Ferg uson i s  a  co- founder 
o f  Marom Ferg uson Consult ing  LLC . 
She al so  i s  a  pr incipal  in  Investment 
Technolog ie s ,  an asset  allocation 
f irm.  She earned a BBA with honors 

f rom Adelphi  Univer si ty  and an 
MBA in f inance f rom New York 
Univer si ty.  Contact  her  at  kathleen@
maromferg uson .com.

Endnote
1 We use the term “fi nancial advisor” here to 

describe all types of investment profes-
sionals, including investment management 
consultants, wealth advisors, etc.

2 See Stephen R. Covey, Th e 7 Habits of Highly 
Eff ective People (New York: Freepress, 1989, 
2004).
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