+<ORION

Communicating With Empathy

Orion Practice Management

Dr. Daniel Crosby
Chief Behavioral Officer

0263-0AS-2/9/2022

w B






What Clients Want in an Advisor

¢ Y (<8
0 Y %
91% 1% 10%
Someone who Someone with whom Someone who meets
“gets me” | share values with me socially
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What Causes Clients
to Leave?

Investment Poor Service
Performance or Relationship
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Source: Russ Alan Prince and Brette van Bortel, "The Millionaire's



Referrals by Satisfaction

Moderately Satisfied Satisfied Very Satisfied

0.1/ year 2.1/ year 11.8 / year

+<ORION




> &
& N F S D »
kS ] é‘\‘& & & &F 606 «6} bz? Q}‘ > ) é)'
Value—Creating @&é 0@0 40"&4@"% 4¢%§ éeb é\‘@ QG’Q S 5&& ;§3'§ &&? @@9
Steps Activities & < S ¥ & < & ?

[T S | N O | S

Understanding i
Your Life Client assessment @ e e
Asset allocation e e o °
Behavioral coaching @ % @ @ @
Tax management @ @ e @
Your Financial
Strategy Goal-relative
optimization
Product allocation o @ @
Savings and
withdrawal guidance
Stayin
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Total Estimated

Value Added 370 160 >304 390420 NA NA NA NA NA NA NA NA
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Old School vs. New School

0|d School New School

Asset Allocation (35bps) «  Client Assessment (65 bps)
+ Tax Managemént (62 bps) @ »  Behavioral Coaching (244 bps)
*  Product Allocation (49 bps) «  Goal Optimization (89 bps)
* Rebalancing (36 bps) «  Savings + Withdrawal Guidance (90 bps)
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Technology

The Edelman Trust Barometer-

Healthcare
2 0 2 2 Manufacturing
Food & Beverage

Automotive

Trust in Industry Sectors Retail 66 |
Transportation _

Professional services _
Telecommunications _
Entertainment _
Energy 62 |
Consumer Goods _
Fashion EX
Financial Services _
Social media _

B |

7<0RION




s
A

64% of Financial Planning Clients Report They Feel
They Have Nobody to Talk to About Their Money,
Including Their Advisor.
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Source: The Secret Financial Lives of Americans (2018)
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20%

The % of clients getting advice that they follow
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The Process

Empathize Purpose Process










Developing Empathy

Listen e Speaking
Depth e Speed
Curiosity e Judgment

Unsaid e Said
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Connection is the Cure
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No Behavior is “Irrational” When You
Know Someone’s Story
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Avoid the Backfire Effect

* Participants become more entrenched (politics,
vaccines) after hearing counter-arguments

 Cigarette warning labels cause cravings

- The more a parent hates a toy, the more
children love it

« “Romeo and Juliet Effect” - parents’ disapproval
heightens status of a love interest
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Source: https://www.reddit.com/r/Appldeas/comments/q2sl1y/pareidolia/



Presenter Notes
Presentation Notes
Pareidolia is the tendency to make meaning out of visual randomness. It's why we see shapes in clouds and faces in appliances. This tendency to find meaning in randomness is a very human condition. We are always looking for 'why?


Purpose — Why?

"Excuse me, "Excuse me, | have five "Excuse me, | have five
I have five pages. pages. May | use the pages. May | use the Xerox
May | use the Xerox Xerox machine because machine because | have
machine?” I'min a rush?” to make some copies?”

60% 94% 94%
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18

urce: Ellen Langer, Harvard University “The Copy Machine Study” conducted in 1977.


Presenter Notes
Presentation Notes
This was illustrated nicely in a classic psychological experiment in which people were asked to be cut in front of in line. When no reason is given, 40% reject the request to cut. But if a reason is given at all, even a very silly one, compliance with the request jumps up dramatically.





e

Traditional: Goal-based:

50% liquidations 75% no changes

10% significant changes 20% minor changes
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Source: http://www.paritywealthadvisors.com/assets/Documents/Goals%20Based%20Investing.pdf 20



You Cannot Solve an Emotional Problem at the Intellectual Level
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Unforgettable Client Communications

Empathy Normalization Purpose
OEO
@
“What | hear “Which makes “How does

you saying is..." sense because...” that impact...”




Proof — What?
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Presenter Notes
Presentation Notes
Next we'll move on to the Proof or What. Just as surely as people want to know Why they are being asked to do something, they want to know that the request is coming from someone who is knowledgeable and authorititive. One stunning example of this is the Milgram Study, in which 65% of people assessed shocked what they believed to be a stranger (there was actually no one else involved) when asked to do so by a doctor.


Proof — Greatest Hits

There have been 84 corrections since WWII

Average intrayear drop of 14.7%

In 19 different countries, the more you trade, the worse you do

Average bull - 8.3 years, average bear - 1.1 years

Those with an advisor had 2.97x the wealth because of behavioral control
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Source: JP Morgan, "Guide to the Markets" 24



Unforgettable Client Communications

NEUN B Research says...
RO Nobel prize winner says...

O RILCRUEI M Your peers say...

Testimonial EEEY2
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Presenter Notes
Presentation Notes
DC – behavior gap and doctors and nurses and smoking behavior. 


Process — How?

- X
@ Guided @
Q Simplicity
Ask Tell
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Presenter Notes
Presentation Notes
Finally, we come to the Process. The client is now convinced to act and we must encourage them to get started. The trick here is to find the sweet spot between commanding them (which leads to pushback) and asking them (which elicits confusion). We need to position our clients as partners and co-creators of the investment journey.


James Clear’s Two-Minute Rule

- Very easy - Walk ten minutes

« Moderate - Walk ten thousand steps Remember:

« Hard - Run a 5k

A behavior in motion
- Very hard - Run a marathon tends to stay in motion!




How to Change

¥ R

Determine who Prove it to yourself
you want to be with small wins






Presenter Notes
Presentation Notes
We started with Why and we will end with Why? The reason is because people tend to have the best memory for what comes at the beginning and end of conversation. So all client communications should begin and end with a focus on goals.


Emotional Bookends: Putting It All Together

Empathy

=

@ (o)

TR

“What | hear you saying is...”

Proof

“To ensure that you
reach (goal), | think that we

should consider (research)”

e |
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Normalization

“Which makes sense because...”

Process

“I know this can be a lot,
so let's get the ball rolling
by (2 minute goal)”

Purpose

“How does that impact your goal of..."

Purpose

“Thank you so much for your candor, |

know that the things we talked about
will help you reach (goal)”



Unforgettable Client Communications

Connection is the cure

No behavior is irrational if you know the whole story

Rational appeals don't solve emotional problems

Facts only matters insofar as they impact purpose
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Communication Shapes Behavior.
Behavior Shapes Wealth.
Wealth Changes Lives.
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