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Introduction

“Ride the Wave: Sailing in any Economy”

is intended to empower financial advisors in
an environment where client satisfaction

in financial institutions is waning.

of Americans have a negative
opinion of financial institutions’
impact on their lives.

- Pew Research Center

Our landscape is marked by rapid economic
changes and complex investment scenarios,
and your incredible expertise in financial
planning and investment strategies is
invaluable. However, a real challenge
lies in effectively communicating this
expertise to your clients, helping to foster a
relationship built on trust and understanding.

Recent research from Cerulli Associates
reveals a critical insight: clients are
increasingly dependent on their advisors, with
trust and service emerging as the paramount
metrics for satisfaction. This trend underscores
a significant opportunity for advisors to
enhance their client relationships. The key?

Transparent communication and relatable
explanations that resonate with clients,
transforming complex financial concepts into
understandable and memorable insights.

Yet, a knowledge gap persists in the
market. Many individuals may not possess
a fundamental awareness of market cycles,
leading to suboptimal investment decisions.
While achieving alpha is a goal for some, the
reality for the more typical investor is often
different, highlighting the need for customized
planning and long-term strategic approaches.

According to the Spectrum Group, the
industry’s current state reveals a disconnect:
a staggering 73% of clients feel dissatisfaction
and decreased confidence in their financial
service institutions. This alarming statistic
should trigger a shift in how financial
professionals engage with their clients.

“Ride the Wave: Sailing in any Economy”
is designed to help financial professionals
address these challenges head-on with
support tools to enhance your communication
skills, strengthen your client relationships,
and help you better position the exceptional
value you bring to them in an increasingly
competitive landscape.

Cerulli Trust
Metric

Cerulli research shows
that clients are becoming
increasingly more reliant
on their advisors, with older
clients citing trust and
service as their top
metrics for satisfaction.
SOURCE: Affluent Clients Increasingly

Reliant On Advisors, Cerulli Says
(fa-mag.com)
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CHALLENGE 1:

In the intricate realm of finance, a deep
understanding of market cycles is not just
advantageous; it's an essential insight for
financial professionals. This understanding is
key to maintaining arobust and trusting advisor-
client relationship. Regrettably, many clients
do not possess this fundamental knowledge,
leading to various challenges. For financial
advisors, it's critical to ensure that their clients
comprehend the basics of these cycles.

Only of fund managers
outperformed the market over
the last decade.

- The S&P Indices versus Active (SPIVA)
scorecard.

SOURCE: New report finds almost 80% of active
fund managers are falling behind

This statistic highlights a stark reality: a personis
unlikely to outperform the market without a solid
grasp of market cycles or a solid strategy in place.
While a select few may achieve alpha, the broader
trend suggests that personalized planning and
long-term strategies are more effective.

The average individual investor has
of beating the market.

- Investopedia

SOURCE: Can Regular Investors Beat The Market?

The economic cycle serves as a guiding
light in the unpredictable financial world.
However, when clients are unaware of this
cycle, their insecurity can manifest in some
detrimental ways. They may switch advisors,
exhibit hostility, question incessantly, or
behave erratically. Often, this disconnect
stems from a lack of understanding or
miscommunication about basic economic
principles. Research from the American
College of Financial Services indicates that
expertise and trustworthiness are the top
qualities clients seek in their advisors. A gap in
client understanding can undermine this trust,
making it challenging for them to appreciate
their advisor's expertise and guidance.

are the top qualities clients seek in
their advisors.

- American College of Financial Services

SOURCE: What Do Clients Want from Financial Advisors? | The
American College of Financial Services
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Furthermore, when clients are uninformed
about foundational economic concepts,
they are prone to misconceptions or
doubts about the financial industry.

A client's lack of understanding of the
economic cycle is not merely a gap in
financial education; it significantly hinders
their comprehension of their portfolio and
the value of their advisor's expertise. If
this gap remains unaddressed, it can lead
to a loss of faith, appreciation, and trust
in their advisor. Advisors can confidently
navigate the most turbulent financial
waters by focusing on the economic
cycle and ensuring their clients are well-
informed.

RESPONSE 1:

You can bridge the gap caused by an
inadequacy of economic understanding
by helping your clients understand the
economic cycle. Explaining the different
phases — peak, recession, depression,

trough, and recovery — reassures
clients that downturns, like financial
bubbles and crashes, are standard
parts of the economic cycle. This
knowledge helps prove to clients that
you are a competent and trustworthy
expert, capable of navigating the
ever-changing financial landscape to
maximize the clients’ financial success.

S You can find additional
—'J resources to help better
navigate and explain the
economic cycles
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Navigating the Waters:

In the financial world's vast and often tumultuous
waters, the advisor's role as an experienced
captain is indispensable. By coaching clients
about the economic cycle, you can alleviate
fears that every downturn is a catastrophe.
This knowledge equips clients to better
understand their portfolios and your decisions
or recommendations, fostering renewed
appreciation and faith in your expertise.

1

is not
just about weathering downturns;
it's about capitalizing on peaks
and preparing for troughs’

- Corporate Finance Institute

SOURCE: Business Cycle - Definition, How to Measure
and 6 Different Stages

Your clients’ path to retirement isn't always
straightforward, especially during financial
turmoil. However, your guidance becomes
crucial in these times. You may not predict
the exact moment a storm will hit, but
could help clients to be well-equipped to
navigate through it.

By helping clients appreciate the phases
of the economic cycle, advisors can instill a
sense of patience and resilience, reminding
them that after every downturn comes
an upswing.

The Economic
Cycle: Peaks,
Troughs and
Recovery

GDP GROWTH

SOURCE: Economic Cycles Flyer

53% of financial professionals
think that

were their
most important metrics.

SOURCE: eMoney 2021 ROI of Digital Marketing
Survey Results: Prioritizing Marketing
Metrics Produces Results - eMoney Advisor
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Clients embarking on their financial journey
must understand the waters they navigate.
The economic cycle, with its ebbs and
flows, can seem daunting. But, with the
right captain at the helm — a financial
advisor — clients are better equipped
to weather rough waters, enjoy the calm
seas, and navigate through the vast ocean
of finance toward a more secure and
prosperous retirement.

Enhancing Client
Relationships
through Economic
Education

The importance of informing clients about the
economic cycle and how this knowledge can
strengthen the advisor-client relationship
is evident. Now, let’s focus on actionable
takeaways that can make your client
interactions more effective and rewarding.

1 Explain the Economic Climate and
Cycles: Use our simple guide as you explain
the phases of the economic cycle — peak,
recession, depression, trough, and recovery.

Use real-world examples to illustrate how
these phases have played out historically.
Benefit: This helps clients understand
that economic fluctuations are normal,
reducing their anxiety during downturns
and building trust in your expertise.

2 Put it into Simple Terms They Can
Remember: Use metaphors or analogies,
like comparing the economic cycle to the
ocean waves and currents or seasons of
the year, to make complex concepts more
relatable and memorable.

Benefit: Simplifying complex economic
concepts helps clients grasp and
remember the information, leading to
more informed discussions and follow-ups.

3 Establish a Common Language You
Can Refer Back To: Develop a glossary of
analogies and essential economic terms and
concepts that you consistently use in your
client communications. Refer to this glossary
during meetings and in your personal written
communications to them.

Benefit: A shared vocabulary helps
ensure clarity in communication,
reducing misunderstandings and
building a stronger advisory relationship.

4 Use this Glossary to Decrease
Frustrations and Misconceptions:
Regularly address common economic

misconceptions in your newsletters or client
meetings. For instance, debunk the myth
that a market downturn always signals a
financial crisis.

Benefit: Proactively addressing
misconceptions can prevent panic-driven
decisions by your clients and foster a
more rational approach to their finances.

5 UseittoHave Quicker and More Effective
Interactions: Prepare brief, focused
materials or sessions on current economic
conditions based on your analogy framework
and explain how new developments relate
to your clients’ financial strategies.
Benefit: Efficiently informing clients
on relevant economic issues can lead
to more productive meetings and a
deeper appreciation of your financial
recommendations.



Building a Mental
Framework for Your Clients

Establishing this mental framework sets the
stage for smoother client interactions. These
materials can help you build a mental map
for your clients to refer to when providing
guidance. In future materials, we'll delve into
how to leverage this foundation to enhance
the success of your financial practice.
Empowering your clients with knowledge and
a shared understanding will pave the way for
amore collaborative, trusting, and, ultimately,
more successful advisory relationship.

CHALLENGE 2:

As you know, the harmony between advisor
and client is paramount. Yet, this harmony
is often disrupted by a fundamental
gap in understanding - the client’s
awareness of the ever-changing economic
environment. This section underscores
the detrimental effects of this gap and the
pivotal role of the advisor in bridging it.

THE PERILS OF MISUNDERSTANDING
ECONOMIC CHANGES

Clients, often unaware of the normalcy of
economic fluctuations, may view their advisor's
strategic adjustments as inconsistent or,
worse, nefarious. This misunderstanding
can breed distrust, especially if clients
perceive these changes as mere tactics
to generate fees rather than informed
decisions to safeguard their financial future.

A client notices
frequent portfolio adjustments and,
lacking insight into economic cycles,
suspects their advisor of churning. This
suspicion erodes the trust essential
for a fruitful advisor-client relationship.

THE RISK OF UNDERESTIMATING
ADVISOR AWARENESS

When clients are cognizant of economic
shifts but doubt their advisor’'s awareness,
the advisor’s credibility is at stake. Clients
might misconstrue fewer communication
touchpoints as ignorance, questioning the
advisor's competence and trustworthiness.

A client, aware
of a looming recession, receives no
communication from their advisor. The client



begins to question the advisor’s expertise
and considers seeking advice elsewhere.

THE IMPORTANCE OF
DEMONSTRATING EXPERTISE

Advisors must not only stay abreast
of economic changes but also ensure
their clients are aware of their vigilance
and expertise. A high-level overview,
acknowledging the changes and their
implications, can significantly bolster your
clients’ confidence in your capabilities, and
ensure them that they are important to you.

An advisor
proactively discusses the implications of
a recent market crash, reassuring clients of
his/her awareness and strategic planning.
This transparency fortifies the client’s trust
and satisfaction.

THE CONSEQUENCES OF
NEGLECTING TRANSPARENCY
AND COMMUNICATION

Lack of transparency and proactive
communication can lead to a breakdown
in the advisor-client relationship. Clients
need to feel informed and involved, even at
a basic level, to maintain trust and loyalty.

A client, feeling
uninformed about economic downturns and

their advisor's strategies, grows increasingly
anxious and dissatisfied, eventually seeking
an advisor who offers greater transparency
and knowledge.

The failure to educate clients about
economic changes and to demonstrate
an advisor’'s awareness and expertise can
have far-reaching consequences. It can
lead to misunderstandings, eroded trust,
and ultimately, the loss of valuable client
relationships. Advisors must recognize the
importance of bridging this knowledge gap
to maintain client confidence and loyalty.

RESPONSE 2:

The economic elements never stop
changing, and no one truly knows when
significant shifts will occur. For clients, these
changes can be daunting, often leading
to concerns about the impact on their
investments and the capability of their
advisors. Here, the advisor's role transcends
portfolios to becoming a beacon of
knowledge and reassurance.




Understanding the
Larger Picture

Knowledge of financial markets extends
beyond mere numbers; it encompasses
understanding the economic cycle’s larger
picture. This cycle, with its natural rhythms
of peaks and troughs, mirrors the ebb and
flow of tides. Advisors, well-acquainted
with these rhythms, strategically position
their clients’ portfolios to not only weather
economic storms but also to thrive in them.
Strategies like diversification, rebalancing
portfolios, and changing allocation
strategies are vital tools in this endeavor.

Communication: The Key
to Client Trust

Regular and tailored communication
is crucial for clients to truly value
the expertice of their advisor. This
communication should not overwhelm
the client with complexities but rather to
provide a high-level overview of relevant
economic changes and how they impact
may the client’s portfolio. Advisors
demonstrate their ongoing awareness
and expertise by proactively reaching
out quarterly or during significant
economic shifts.

Having excellent client
communication means you can
develop a rapport with customers,
and they can put their in you.
- Wealth & Finance

SOURCE: Why Financial Advisors Need Good Client
Communication For Their Business - Wealth & Finance
International



https://www.wealthandfinance-news.com/why-financial-advisors-need-good-client-communication-for-their-business/#:~:text=The%20Bottom%20Line,put%20their%20trust%20in%20you.

Strategic Navigation

Educating clients on the portfolio
diversification strategies you built into
their financial plan is crucial to alleviate
client concerns amidst economic changes.
By explaining how diversification helps
safeguard against market volatility, advisors
can effectively demonstrate their expertise
and foresight. This coaching reassures
clients during turbulent economic periods
and bolsters their confidence and trust in
their advisor’s ability to navigate financial
uncertainties, fostering a stronger, more
resilient advisor-client relationship.

With the unpredictability

surrounding markets today and

the volatility we've experienced

in the past year, having a properly
ready for

an economic storm is more

important than ever.

- Forbes

SOURCE: Henry Yoshida, CFP - Forbes Finance Council

Strategic Adjustments

Advisors employ a variety of strategies to
navigate the economic cycle. These may

include rebalancing portfolios in response
to market shifts, altering asset allocations
to avoid liabilities, and leveraging new
opportunities that arise from economic
changes. By explaining these strategies in
simple terms, advisors can help alleviate
clients’ worries about portfolio value and
reinforce their role as capable navigators.

is a primary driver
of a portfolio’s performance over
time.

- T. Rowe Price in Business Insider

SOURCE: Why Purposeful Asset Allocation is Key for
Long-Term Success | T. Rowe Price

Building a Foundation of
Trust

The cornerstone of a solid advisor-
client relationship is trust, built through
transparency and proactive communication.
By discussing how existing financial plans
are designed to help withstand economic
changes, and recommending additional
adjustments, advisors reassure clients
of their commitment to safeguarding
the clients’ financial well-being. This
approach reduces client anxiety and
fosters long-term loyalty and satisfaction.


https://www.forbes.com/sites/forbesfinancecouncil/people/henryyoshida/?sh=343dded146b8
https://www.troweprice.com/personal-investing/resources/insights/asset-allocation-planning-for-retirement.html

Research shows that strengthening
client relationships through ongoing
client learning is salient for client
retention and successful financial

practices.

- eMoney

SOURCE: eMoney 2021 ROI of Digital Marketing Survey Results:
Prioritizing Marketing Metrics Produces Results - eMoney
Advisor (emoneyadvisor.com)

Financial advisors play a pivotal role
in guiding their clients through the
complexities of economic changes.
By educating clients at a comfortable
level, offering further resources, and
demonstrating expertise through strategic
planning and communication, advisors
can strengthen their relationships with
clients, ensuring a journey marked by trust,
confidence, and mutual success.

Communication is key for clients to truly
value their advisor’'s expertise. Regular
communication with clients about market
conditions and how you, their trusted
financial professional, will navigate these
changes is vital to building trust. Informing
clients about economic cycles and strategies

will help instill confidence, trust, and loyalty
toward you.

1 Add to the Client's Understanding of the
Cycles: Explain the specific elements that
change during economic cycles, such as
interest rates, inflation, employment rates,
and so on. Emphasize the natural ebb and
flow of the economy using simple, relatable
analogies. This helps clients understand that
changes are a normal part of the economic
cycle and not automatically a cause for
alarm.

Benefit: Clients feel more at ease and
less likely to make panic-driven decisions.

2 Use Simple Analogies: Relate complex
financial concepts to everyday experiences.
You can use examples from their own lives,
your life, or a fictional character dealing with
typical economic changes like interest rates,
inflation, employment opportunities, etc.

Benefit: Normalizing these changes and
discussing how and why they happen helps
their understanding and retention and builds
confidence in your recommendations.

3 Boost Retention with Relatable
Experiences: Relate economic changes
to clients’ past experiences, helping them
see the patterns and normalcy in these
fluctuations. For example, relate portfolio
growth to nurturing a garden — it takes time

and care to flourish.
Benefit: Personalized analogies make
financial concepts more relatable, increasing
client engagement.

4 Explain Economic Changes: Regularly
update clients on relevant economic
changes in lay terms. For instance, explain
how mortgages or savings could be affected
if interest rates rise or fall.

Benefit: Keeps clients informed and
reassures them of your proactive approach.

5 Orient Clients in the Current Economic
Cycle: Help clients understand the current
economic phase and its implications for
their investments, enhancing their sense of
security and trust in your guidance.
Benefit: Clients feel more connected to
their investment strategy and understand
its relevance.

6 Give Clients a Brief Overview of What
Upcoming Changes to Watch For:
Proactively inform clients about potential
future economic shifts and how these might
impact their portfolios, preparing them for
what lies ahead.

Benefit: Prepares clients for future changes,
reducing surprise or shock and fear-driven
reactions.

7 Explain Portfolio Positioning: Discuss

1.


https://emoneyadvisor.com/blog/emoney-2021-roi-of-digital-marketing-survey-results-prioritizing-marketing-metrics-produces-results/#:~:text=53%25%20said%20that%20deepening%20current,most%20important%20digital%20marketing%20metric.

how their current investment strategy
aligns with their retirement goals. Review
the current economic climate to reinforce
the soundness of your advice. Use real-life
examples to illustrate how diversification
provides stability.

Benefit: Clients understand the rationale
behind portfolio choices, fostering trust in
your expertise.

8

During reviews, discuss potential future
adjustments to their strategies and the
rationale behind them. For example,
explain how you might shift strategies from
growth to stability as they near retirement.

Benefit: Clients appreciate the

forward-thinking approach and feel
more secure about their financial

future, which boosts loyalty and trust.

9

By partnering with professionals
in complementary financial fields, such
as tax advisors, legal experts, insurance,
and Medicare and Social Security benefit
specialists, you can offer a more holistic
service to your clients. This reinforces your
role as a comprehensive advisor and ensures
that your clients receive well-rounded
guidance considering all aspects of their
financial lives.
Benefit: Clients receive holistic advice,
enhancing their satisfaction and engagement
while boosting your credibility and referral
network.

10 Schedule

regular check-ins and/or send out periodic
market updates with an invitation to explain
more. Use these communications to address
current events and their impact on finances.
Benefit: Regular updates keep clients
engaged and confident in your expertise
and management.

Regular communication about market
conditions and strategic adjustments in
response to economic cycles is key to
building strong and lasting relationships. By
incorporating these actionable takeaways
into your practice, you enhance your client
experience and establish yourself as a
knowledgeable and trustworthy advisor. This
approach can increase client satisfaction,
loyalty, and create a more prosperous
financial advisory practice.




CHALLENGE 3:

In the intricate dance of the financial
markets, timing is everything. Yet, many
clients fall into a perilous pattern: buying
high and selling low. This common misstep,
driven by a natural but often misguided
instinct to chase market peaks and flee
troughs, can lead to significant missed
opportunities and losses over time.

The Art of Financial
Navigation: Timing,
Seasonality, and
Expertise

Imagine the financial market as a vast
ocean, where each wave represents an
opportunity or a risk. The allure of market
timing, akin to catching the perfect wave,
is deeply rooted in our psychology.
People naturally aspire to maximize gains
and minimize losses, a principle that
serves us well in many aspects of life.
However, in the volatile seas of finance,

this instinct can lead to unfavorable
outcomes without expert guidance.

Historically, individual attempts at market
timing have proven to be less than
fruitful. Morningstar Research reveals
a stark reality: private investors’
portfolios often suffer significant
shortfalls, continually underperforming
professionally managed funds. This
shortfall is a testament to the complex
nature of financial markets, where
gut feelings and speculations are no
match for informed, strategic planning.

Impact of Poor Market Timing
on Retirement Portfolios:
Private investors’ portfolios
suffered a decade-long

" " as they
continually underperformed
professionally managed money.

- Morningstar Research

SOURCE: Bad Timing Cost Fund Investors 17%
In Gains The Past Decade, Morningstar Says
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Financial advisors play a crucial role in
helping clients navigate these treacherous
waters. They are not just managing assets but
guiding clients through an economic cycle
that ebbs and flows with expansion, peak,
recession, and trough phases. Without this
expert navigation, clients risk being swept
away by the currents of market volatility.

Investopedia: The

of market timing is usually
considered not being in the
market at critical times.

SOURCE: Market Timing: What It Is and How It Can Backfire

The harm of not understanding or leveraging
the economic cycle is most acute for older
clients, who are closer to retirement and
should be shifting toward more reliable
income sources. The stakes are even higher
for them, as poor timing decisions can
significantly impact their financial security in
their golden years.

Financial advisors steering their clients
away from the pitfalls of market timing is of
critical importance. The value of professional
guidanceis highlightedin view of the historical
challenges individual investors face when
predicting market trends. The next section

explores how you can coach your clients
about leveraging economic trends to their
advantage, thus helping avoid the financial
harms of misinformed market timing.

RESPONSE 3:

In the ever-shifting landscape of the financial
markets, advisors stand as seasoned
navigators, adept at reading the signs of
economic seasonality and steering their
clients through these cycles. By helping
clients realize how different economic
seasons impact their investments, advisors
can demystify the process of market timing,
replacing apprehension with understanding
and confidence.

), You can find additional
e explaining the risk-return

spectrum
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Building Trust through
Expertise

At the heart of the client-advisor
relationship is trust, a trust that is fortified
when clients understand and appreciate
their advisor’'s expertise in navigating
these economic seasons. Advisors can
build this trust by regularly communicating
with clients, providing updates on market
conditions, and explaining how their
strategies are aligned with current and
upcoming economic phases.

Tailoring Communication
to Client Needs

Each client’s understanding and interest in
economic details will vary. Advisors should
tailor their personal communication to match
the client’s level of financial literacy, ensuring
that the information is both accessible
and engaging. This personalized approach
demonstrates the importance of each client
relationship and the advisor's commitment
to addressing individual client needs.

By informing clients about the nuances of
economic cycles and demonstrating how
you leverage them to benefit their portfolios,
advisors can alleviate client concerns, foster
trust, and establish themselves as capable
navigators of the financial seas.

Understanding and leveraging economic
cycles to enhance portfolio performance
helps clients make informed investment
decisions and strengthens the client-
advisor relationship. Here are key takeaways
that can make an advisor’'s work more
effective and rewarding, along with
actionable examples and benefits for each:

1 Relate ‘Buying at a Discount’ to Their
Portfolio. Educate clients on identifying
undervalued assets that have strong
potential for growth. Use market downturns as
opportunities to invest in quality opportunities
at lower prices or higher rates.

Benefit: This approach helps clients see market
dips as opportunities rather than threats,
fostering a more proactive investment mindset.

2 Explain How This Strategy Can Increase
Portfolio Performance. Show historical data
where buying undervalued assets led to
significant gains once the market recovered.
Use actual case studies to illustrate this.

Benefit: Demonstrating the potential
for higher returns from well-timed
investments builds client trust in your
expertise and decision-making skills.

3 Explain the Current Economic Cycle
Status. Provide a clear overview of the current

economic phase using indicators like GDP
growth, unemployment rates, and inflation.
Tailor this information to how it impacts the
client’s investments.

Benefit: Keeping clients informed
about the economic cycle positions
you as a knowledgeable and up-to-
date advisor, enhancing credibility.

4 Skim the Economic Elements That
Have Gained and Lost Value. Create a
brief report or infographic showing which
sectors or assets have recently appreciated
or depreciated, and the reasons behind these
trends.

Benefit: This insight helps clients understand
market dynamics, aiding in making more
informed choices about their financial future.

5 Talk About the Complexities of
Predicting Element Changes. Discuss the
unpredictability of markets and the factors
influencing asset values, such as geopolitical
events or policy changes, to set realistic
expectations.

Benefit: Being transparent with clients on
these complexities reduces their anxiety
during market volatility and reinforces
the value of having a skilled advisor.

6 Review Ways You Can ‘Buy at a Discount’
for Your Clients by Buying Elements

Currently in Season. ldentify sectors or
15.



assets that are currently undervalued but
have strong fundamentals, suggesting
growth potential. Explain how these might fit
into the client’s overall investment strategy.
Benefit: This proactive approach shows
clients that you actively seek opportunities
to enhance their portfolio’s performance,
fostering a sense of trust and partnership.

By implementing these takeaways, advisors
can deepen their relationships with clients,
making their interactions more meaningful
and productive. Educating clients on these
aspects empowers them to make better
financial decisions and solidifies the advisor’s
role as a trusted guide in their financial journey.

WRAPPING IT UP:

The journey to excellence is not just a path
but an inspiring expedition that transforms
the essence of your practice. As a financial
advisor, you are not merely managing assets;
you are the architect of fulfilling dreams,
the guardian of financial futures, and the
beacon that guides your clients through the
tumultuous seas of the economy. Embracing
the resources and strategies discussed
here is not just a step towards enhancing
your practice; it's an awakening to your
immense power and potential in shaping
financial destinies.

to discuss how annuities could fit in different economic cycles.
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