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The relationship between adviser and client 
is the critical success factor in a profitable 
affluent banking programme. 

The main reason banks lose affluent customers 
is not poor investment results, but the failure to 
understand and ‘get inside the head’ of clients. 
Unsurprising, given that a typical adviser 
could easily have over 300-plus clients, all of 
whom have diverse risk appetites, financial 
goals and emotional preferences, both stated 
and unstated.

Using the techniques explained in this report, a 
time-poor financial adviser can deliver improved 
client retention, growing profit per client as well 
as a host of spin-off effects that will result in an 
exceptional ‘share of wallet won’.

This report explains: 

< Why the traditional approaches to understanding 
investor behaviour are insufficient.

< The twenty most common investor biases.
< How to discover and resolve biases.

It also provides:

< Diagnostic toolkits and client questionnaires.
< Hands-on case studies.
< Exclusive interviews with 25 leading wealth 

management practitioners from the USA, Europe 
and Asia.

< A glossary of key terms and concepts.
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Affluent Customers – A Growth 
Market
Affluent clients have long been 
recognised as a major business growth 
opportunity across the banking 
world, perhaps even more so given 
the ongoing problems connected to 
subprime.

In successfully targeting the affluent, 
most retail banks have a number of 
major obstacles to navigate, including: 

• Organisational design
• Operational support
• Creating and implementing a great 

customer experience
• Finding the right marketing mix. 

Losing Clients Is Easy
Having done this, the bank might 
be surprised to discover that while 
acquiring private clients is difficult 
and expensive, losing them, on the 
whole, is easy. Banks and brokerages 
lose clients for a host of reasons – 
and contrary to popular belief, the 
primary reason is not because of poor 
investment results. The most common 
reason is that at a ‘micro’ level, 
financial advisers fail to sufficiently 
‘get inside the head’ of their clients, 
in order to build a solid personal and 
financial relationship. 

The Importance Of The Adviser
All research into successful banking of 
the affluent focuses on the importance 
of the relationship manager. The list 
of required attributes for the job is 
lengthy. What makes this even more 
daunting is the knowledge that if an 

adviser is unable to deliver what the 
client expects, there is a host of other 
providers who are capable of doing so.
 
What must an adviser offer to stop 
business going elsewhere? 
The answer suggests Michael Pompian 
really understands the client. In 
particular, to recognise that emotional 
behaviour has a major bearing on 
investment decision-making. Many 
advisers’ natural reaction is to shy 
away from this side of their clients; 
however, the key is to work WITH 
these forces – the results as measured 
by reduced client churn and increased 
profits and time-savings for the 
adviser will be truly extraordinary.

The argument that emotions impact 
upon investment behaviour is not 
new. Adam Smith and John Maynard 
Keynes discussed the phenomenon 
in depth. The technology bubble 
illustrates what happens when 
optimism is out of control and a 
number of calendar anomalies still 
endure, in particular ‘The January 
Effect’ whereby certain stock (small 
stocks in particular) deliver abnormally 
high returns in that month.

How should a financial adviser 
proceed? 
This report presents the means to 
profitably retain clients. It addresses 
three key issues:

1. Formulating financial goals
Experienced financial advisers know 
that defining financial goals is critical 

to creating the right investment 
programme. To do this, it is helpful 
to understand the client’s psychology 
and emotions.  Behavioural finance 
permits financial advisors to really 
understand clients when engaging in 
the critical task of setting financial 
goals, allowing advisers to deepen the 
bond with the client, creating better 
investment outcomes and a better 
advisory relationship. 

2. Maintaining a consistent approach
Most successful advisers use a 
consistent approach to delivering 
wealth management services.  
Incorporating the benefits of 
behavioural finance can become part 
of that method and would not involve 
large-scale changes in the adviser’s 
approach. Behavioural finance will 
add professionalism and structure 
to the relationship as advisors get to 
know the client prior to delivering 
investment advice. 

3. Delivering what the client expects 
Addressing client expectations is 
essential to a successful financial 
advisory relationship. In many 
instances the adviser does not deliver 
the client’s expectations because 
the true needs of the client are 
‘hidden’ behind behavioural biases. 
Behavioural finance provides a 
context in which the advisor can ‘take 
a step back’ and attempt to really 
diagnose the motivations of the client. 
Having got to the root of the client’s 
expectations, the adviser is equipped 
to action them.

Who should read this report?
Industry

Banking

Management Consulting

Academics

Providers of Information Systems.

Job Title

Head of Retail, Head of Wealth, Head of 
Affluent Banking.

Partners and Executives with 
responsibility for retail banking or wealth 
management.

Professor of Banking.

Head of Banking or Wealth Management 
Practice.

What are they looking for?

Best practice in addressing these issues  
in peer banks.

Insight into client needs.

Insight into a rapidly growing sector.

Insight into client needs.
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