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ALTHOUGH THE USE of financial
planners among the general population
continues to grow, there is a widely
held perception that the market for
financial planning services is limited to
those who exhibit high socioeconomic
status, and evidence supports this
perception (Elmerick, Montalto, and
Fox 2002). The economics associated
with providing financial advice means
that a client generally must have the
financial resources to pay for services.
Payment can be made directly through
fees paid to a financial planner, or
indirectly through fees based on assets
under management and/or commissions
generated from the sale of products. In
any case, a client must have the financial
wherewithal to fund recommendations.
This is one, but certainly not the

Executive Summary

* A great wealth transfer of approxi-

mately $30 trillion in assets is

expected to be passed down from
baby boomers to those in younger

generations over the next several
years.

* Financial planners face the
possibility that inheritors of those
assets will change financial plan-
ners after assets are received.

* This study provides evidence
that those who are more likely to
change financial planners have
high income and high net worth.
They also tend to be remarried,
widowed, or divorced.

only, reason that financial planners
tend to work with individuals and
households that have access to excess
cash flow or investable assets. In addi-
tion to income and net worth, other
factors known to be associated with
the use of financial planning services
include a household’s educational
profile, the head of household’s age,
marital status, financial knowledge,
and financial need (Chang 2005).

For the purposes of this study,
financial knowledge refers to a financial
decision-maker’s understanding of their
financial situation, whereas financial
need is dependent on a household’s
demand for products and services to
meet lifetime financial goals.
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¢ Those who are likely to change a
financial planner also exhibit high
financial acumen and confidence.
They indicate being a savvy inves-
tor, and when asked how much
they know about their own invest-
ment performance, they report
the highest financial knowledge.

¢ Results from this study suggest
that financial planners should
strive to maintain a client-
centered planning approach with
high levels of communication
and interpersonal attention to
create client trust, retention, and
commitment.

Traditionally, the financial planning
community has focused on identify-
ing individuals and households as
potential clients who need and can pay
for financial services. Often, this has
resulted in firms marketing to high-net-
worth clientele. However, this strategy
is coming under scrutiny.

According to Skinner (2015), over the
next 30 years, $30 trillion will be passed
down from baby boomers to Generation
X and millennials. Rather than view this
as an opportunity for financial planners,
some market experts have expressed
concern that planners will see their
assets under management shrink as
recipients of wealth transfers change

existing financial planners in favor of
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new planners and/or web-based advisory
services. If this happens, the value of
existing firms could be reduced, poten-
tially hampering the continued growth
of financial planning as a profession.

What explains this potentiality? Skin-
ner (2015) noted that financial planners
seem ill-prepared to connect with the
children and grandchildren of their
current clients. Some of the difficulty
may be attributed to a lack of technical
ability and a dearth of intergenerational
adaptability. The underlying premise of
the reversal of assets under management
argument is that future heirs of wealth
expect a different service experience than
their parents or grandparents do or did.

Data from an InvestmentNews survey
showed, for example, that 66 percent
of heirs terminate the relationship with
their parents’ financial adviser after they
inherit their parents’ assets (Skinner
2015). Hence, firms should carefully
consider the cost of retaining clients
versus the cost of acquiring new clients.

According to Ahmad and Buttle
(2001), the cost of client retention is
not only lower than the cost of market-
ing and acquisition of new clients, but
it also has the potential for delivering
substantial benefits to firms in terms of
long-term profitability. This is especially
true for financial planning firms and
financial planners who operate using an
AUM fee model where the loss of assets
from accounts that have accumulated
over extended periods of time can mean
a substantial loss of revenue.

The purpose of this study was to
identify characteristics of individuals
who have previously terminated a
relationship with a financial planner,
paying attention to the receipt of an
inheritance as a separation trigger.

It was hypothesized that in addition
to receiving an inheritance—which
may free an heir to pursue financial
planning services with another firm
or a robo-adviser—other issues may
consistently point to a breakage in the
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client-financial planner relationship.

As shown here, while it may not
be possible for a financial planner to
control the disposition of a client’s assets
via an inheritance, it may be possible to
identify triggers of relationship dissolu-
tion and address those elements when
working with clients and their children

and/or grandchildren.

Literature Review

Determinants of using a financial
planner. A question often posed in the
financial planning literature is who

uses the services of financial planners
(Heckman, Seay, Kim, and Ketkiewicz
2017)? The financial planning help-
seeking literature is robust in examining
determinants of those who seek help
from financial planners. Gentile, Linci-
ano, and Soccorso (2016), for example,
noted that certain demographic factors
could be used to differentiate those who
seek professional services compared

to those who do not. For example, due
to the costs associated with the use of

a financial planner, households with
higher levels of income and wealth were
more likely to seek help from a financial
planner (Chang 2005). In addition to
help-seeking tendencies, those with
greater income and wealth were also
more willing to pay for financial advice
(Finke, Huston, and Winchester 2011;
Miller and Montalto 2001).

Studies have shown factors such as
net worth, income, age, gender, educa-
tion, and marital status to be associated
with financial help-seeking behavior
(Auslander and Litwin 1990; Elmerick,
Montalto, and Fox 2002; Fischer and
Farina 1995; Kaskutas, Weisner, and
Caetano 1997; Phillips and Murrell
1994; Robb, Babiarz, and Woodyard
2012; Salter, Harness, and Chatterjee
2010). For instance, given the increased
financial complexities often encoun-
tered with aging, older individuals are
known to be more likely to seek help

from financial planners compared to

younger individuals. Older individuals
are also more likely to have accumulated
greater wealth and have higher incomes,
which allows them the means to afford
the services of a financial planner.

Research shows that higher levels of
education and financial knowledge are
characteristics associated with the use
of financial planners (Robb, Babiarz,
and Woodyard 2012). Well-educated and
financially knowledgeable individuals
are more likely to use the services of
a financial planner (Chatterjee and
Zahirovic-Herbert 2010; Salter, Harness,
and Chatterjee 2010). In addition to
education and financial knowledge, Gen-
tile, Linciano, and Soccorso (2016) noted
that factors such as saving behavior,
impulsivity, financial satisfaction, self-
assessed financial knowledge, positive
perceptions of one’s financial situation,
level of engagement in a household’s
financial affairs, and feelings of regret can
be used to describe who is likely to seek
financial advice from a professional.

A study by Grable and Joo (2001)
summarized much of what is known
about financial help-seeking behavior.
Their profile of help-seekers showed
that those who work with financial
planners proactively plan and save
for the future; create and adhere to a
budget; possess higher levels of knowl-
edge; identify as confident; and carry
less regret or disappointment over past
mistakes.

Inheritances and the usage of
financial planners. Little is known
about how the receipt of an inheritance
shapes financial planning help-seeking
behavior. A widely held belief by many
planners appears to be that those who
receive an inheritance will seek help
from their financial planner instead
of continuing to work with a family’s
existing financial planner, especially if
the relationship with the heir, prior to
the family member’s death, is weak.

It is estimated that $30 trillion in
assets will be passed down to heirs over
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the next few decades (Robaton 2016;
Skinner 2015). Although some of these
assets will be used to pay for health
care and long-term care expenses,
the amount of future transfers will
be substantial. What is unknown is if
heirs (particularly those from younger
generations) will continue to use the
services of the financial planner who
helped create the transferred wealth.

One idea is that millennials will be
more likely to continue the use of their
parents’ or grandparents’ financial
planner. Millennials tend to be cogni-
zant of the need for help but less likely
to search broadly for it (Bannon, Ford,
and Meltzer 2011). On the other hand,
those in the Gen-X cohort may be more
likely to forego the use of a financial
planner due to their general distrust of
organized financial advice and counsel
(Robaton 2016). Additionally, younger
individuals are known to be more apt to
adopt the use of robo-adviser services.
Preliminary research on the use of robo-
advisers suggests that primary adopters
tend to be younger consumers who
trust the use of online platforms (Cutler
2015; Pisani 2016).

Changing from one financial
planner to another. An essential element
embedded in the financial planning
process is the relationship that a financial
planner builds with his or her clients
(Sharpe, Anderson, White, Galvan, and
Siesta 2007). Clients use quantitative and
qualitative evaluations to determine the
quality of advice received from a financial
planner (Cummings and James 2014).
Given that sensitive feelings, attitudes, and
beliefs are often related to money, clients
frequently come to rely on the expertise
and trustworthiness of financial planners
for ongoing information and advice.

Clients who have terminated previous
client-financial planner relationships
cite several reasons for changing a finan-
cial planner, including lack of commu-
nication; lack of attention; low portfolio
performance; failure to understand the

client’s goals; and high fees (O’Connell,
2013). Grable and Goetz (2017) and
Sharpe Anderson, White, Galvan, and
Siesta (2007) noted that a financial
planner could reduce the possibility of
losing a client by developing meaningful
relationships with clients. This can be
enhanced by exhibiting empathy, listen-
ing, and attending to a client’s needs,
goals, worries, and aspirations.

The death of a client can leave a
financial planner in a precarious situ-
ation in relation to maintaining assets
under management. This is particularly
true if the financial planner has failed
to build a strong relationship with the
deceased’s heirs. Harris (2017) stated
that financial planners may struggle to
work with widows because those who
have recently lost a partner are fearful
of making financial mistakes and prone
to switching financial planners. To
Harris’s point, it has been estimated
that nearly 70 percent of widows will
switch financial planners at some point
(Waymire 2017). Financial planners can
potentially counter this possibility by
helping their clients increase financial
confidence. Korb (2010) found that
widows often do not feel financially
capable, but confidence can be created if
attended to by a financial planner.

Few firms have a program in place to
meet widows’ needs, although those that
do often retain assets at a higher level
than other firms (Korb 2010). Grable et al.
(2017) indicated that financial planners
who were more skilled at interpersonal
skills and remained involved in their
clients’ lives after their husbands had
passed exhibited a lower likelihood of
switching financial planners.

Methodology

Survey participants were recruited dur-
ing fall 2015 using an online Mechanical
Turk (MTurk) survey system. To be
eligible to complete the questionnaire,
participants needed to meet three
criteria: (1) be primarily or jointly
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responsible for managing household
finances; (2) have at least $25,000 of
household income; and (3) correctly
identify the definition of net worth. The
survey generated 608 respondents, but
after the application of delimitations, as
described below, the final sample used in
the analysis included 312 participants.

Outcome variable. The outcome
variable was based on responses to the
following question: “How many advisers
(financial planners) have you fired?”
Although the range was relatively large
(zero to five), the mean was less than
one (M = 0.80; SD = 0.95; Mdn = 1.00).

Given the way in which data were
distributed (0 = 47 percent, 1 = 32
percent, 2 = 16 percent, 3 = 3 percent,
4 = 1percent, and 5 = 1 percent), the
variable was recoded into a three-point
ordinal variable: those who had never
changed a financial planner were coded
0; those who had changed one financial
planner were coded 1; and those who
had changed more than one financial
planner were coded 2. Those who had
never worked with a financial planner
were excluded from the analysis.

Independent variables. The follow-
ing independent variables were included
in the analysis to determine which
factors might be associated with chang-
ing a financial planner: gender, marital
status, age, education, household
income, household net worth, percent
of wealth due to inheritance, percent
of income saved, impulsivity, financial
satisfaction, being a savvy investor,
income sufficiency, financial numeracy,
and financial regret.

Gender was measured as a dichoto-
mous male/female variable. Marital
status was measured nominally at six
levels: (1) single, never married; (2)
married, never divorced; (3) remarried;
(4) widowed; (5) divorced; and (6) sepa-
rated. Marital status was recoded into
three distinct dichotomous variables:
single, never married; married, never

divorced; and “other,” which included
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those who were remarried, widowed,
and divorced. Age was measured as a
continuous variable.

Education was measured on an
ordinal scale with eight categories: (1)
high school graduate; (2) some col-
lege, no degree; (3) associate’s degree,
occupational; (4) associate’s degree,
academic; (5) bachelor’s degree; (6)
master’s degree; (7) doctoral degree; and
(8) professional degree.

Household income and net worth
were measured in dollars. Due to the
skewed distribution of three of the
continuous variables (i.e., household
income, household net worth, and
percent of wealth due to inheritance),
these variables were transformed using
the two-step approach for transforming
continuous variables as described by
Templeton (2011).

An inheritance variable was included
to account for the possibility that a large
asset windfall in the past might have
prompted someone to make a change
in their financial help-seeking behavior.
Participants were asked to indicate the
percentage of their overall net worth that
was a result of an inheritance. Saving
behavior was measured by asking partici-
pants to indicate what percentage of their
pretax income they saved each month.

Impulsivity was measured by asking:
“How often have you ignored budgets or
plans when making large-scale pur-
chases?” A five-point Likert-type scale
was used to record responses, which
ranged from 1 = never, to 5 = very
often/always.

Financial satisfaction was measured
with the following item: “In general,
how satisfied are you with your current
financial situation?” A five-point Likert-
type scale using 1 = very unsatisfied, and 5
= very satisfied was used to code answers.

Whether someone considered himself
or herself to be a savvy investor was
assessed by asking: “In the past, how
often have you thought of yourself as
a smart/savvy investor?” A five-point
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Likert-type scale was used to code
responses, ranging from 1 = never to 5
= very often/always.

Whether a participant felt they earned
enough money was measured by asking:
“My family’s current income is sufficient
for most needs and wants.” A five-point
Likert-type agreement scale was used
to code responses, with 1 = strongly
disagree to 5 = strongly agree.

Financial and investment acumen was
measured by asking the following ques-
tion: “I often do not know how my invest-
ments are performing” with a five-point
Likert-type agreement scale of 1 = strongly
disagree, to5= strongly agree.

Regret and disappointment in finan-
cial decisions were assessed with the
following item: “How often have you
been disappointed by the financial
decisions you have made?” A five-point
Likert-type scale was used to record
responses, ranging from 1 = never, to 5
= very often/always.

Statistical approaches. Three
statistical approaches were used to
determine the factors associated with
changing a financial planner. First,
chi-square tests were used to evaluate
the association between gender and
marital status across the three change
categories. Second, ANOVA tests were
used to evaluate associations for those
items coded as ordinal or continuous
variables. Third, a chi-squared automatic
interaction detection (CHAID) model
was built using the statistically signifi-
cant variables from the chi-square and
ANOVA tests. CHAID uses chi-square
statistics to describe the outcome vari-
able (categories of changing a financial
planner in this paper) using optimal
splits in the data. As exemplified in this
study, decision trees can be a useful tool
for those interested in applying statisti-

cal tests to applied situations.

Results
Table 1 shows how gender, categories of
marital status, and changing a financial

planner were related. No statistically
significant associations were noted
among those who were married or
single, never married. A significant
association (% (2) = 11.528, p = 0.003)
was found among those who were
remarried, widowed, or divorced. These
study participants were more likely to
report changing two or more financial
planners. They were also less likely to
have never changed a financial planner.

Other demographic results related to
who had changed a financial planner
were mixed. As shown in Table 2, no dif-
ferences were noted between those who
had changed one financial planner and
those who had not changed a financial
planner. In other words, those in these
two groups were very similar along the
variables used in the study.

However, several differences were
noted between those who had changed
more than one financial planner and
those who not changed a financial
planner. Those who had changed more
than one financial planner:

+ Were older (this may be an
indicator that, given their age, they
had more time to hire and change
multiple financial planners)

+ Had a higher level of household
income

+ Had a higher level of household net
worth

+ Considered themselves to be a
savvy investor

+ Were more likely to know how their
own investments were performing

Additional differences were noted
between those who had changed one
financial planner and those who had
changed more than one financial plan-
ner. Specifically, those who had changed
multiple financial planners:

+ Had a higher level of household

income

+ Considered themselves to be a
savvy investor

+ Were more likely to know how their

own investments were performing
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Table 1:

Cross Tabulations Showing Differences in Help-Seeking by Gender and Marital Status

Count
Expected Count
Percent

Female

Standardized Residual

Count
Expected Count

LELD Percent

Standardized Residual

Count

X Expected Count
Married

Count

Not Married Expected Count

Percent within Married = 1
Standardized Residual

Percent within Married = 1

Standardized Residual

Count
Single, Never Expected Count

Married

Count
Other than Single Expected Count

Marital Status

Count
Remarried, Expected Count
Widowed, Divorced
Standardized Residual
Count
Other Marital Expected Count
Status

Notes: * p < 0.10

Figure 1 shows the decision tree that
was developed using the CHAID model.
For this decision tree, the statistically
significant variables from Table 1 and
Table 2 were used as descriptive variables
in the model. The model was particularly
good at categorizing those who had never
changed a financial planner, with a 90
percent success rate. The model was
weaker in predicting who had changed
more than one financial planner.

The decision tree begins at Node 0.
The percent and number figures repre-
sent the actual percentage and quanti-
ties for those in the changing categories.
The data were then split using the
remarried, widowed, or divorced vari-
able. Those who fit this category were

Percent within Single Never Married = 1
Standardized Residual

Percent within Single Never Married = 1
Standardized Residual

Percent within Remarried, Widowed, Divorced = 1

Percent within Remarried, Widowed, Divorced = 1
Standardized Residual

more likely to report changing at least
one financial planner (74.4 percent), as
shown at Node 2. Those with another
marital status classification were less
likely to have changed a financial plan-
ner (50.9 percent), as shown in Node 1.
Following Node 1, the data were
then split with the variable asking how
often the participant thought they
were a smart/savvy investor. Those who
responded more than rarely were placed
into Node 4. More than 50 percent of
those in Node 4 had changed at least
one financial planner. In this model,
anyone who failed to respond was clas-
sified as being similar to a participant
who indicated “rarely” as their answer.

Someone who indicated that they rarely
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Never Changed Changed More
Changed One Than One
77 52 31
76.2 52.2 31.6
48.1% 32.5% 19.4%
0.1 0.0 -0.1
75 52 32
75.8 51.8 314
47.2% 32.7% 20.1%
-0.1 0 0.1
85 49 34
79.3 54.3 344
50.6% 29.2% 20.2%
0.6 -0.7 -0.1
85 49 34
79.3 54.3 344
50.6% 29.2% 20.2%
0.6 -0.7 -0.1
55 36 16
50.5 34.6 21.9
51.4% 33.6% 15.0%
0.6 0.2 -1.3
97 68 50
101.5 69.4 441
45.1% 31.6% 23.3%
-0.4 -0.2 0.9
12 19 16
22.2 15.2 9.6
25.5% 40.4% 34.0%
-2.2% 1 2.1*
140 85 50
129.8 88.8 56.4
50.9% 30.9% 18.2%
0.9 -0.4 -0.8

or never thought of themselves as a
smart/savvy investor were more likely to
have never changed a financial planner
(62.9 percent), as shown at Node 3.
Finally, the data were split based
on household income. Those with
annual income less than or equal to
$124,928.56 (and those with missing
income data) were very unlikely to
have changed more than one financial
planner. The majority of those with this
level of income had never changed a
financial planner. Survey participants
with income greater than $124,928.56
were split almost evenly across
changing categories, with more than 70
percent reporting Changing at least one

financial planner.
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Table 2:

and Changed More than One Financial Planner (N = 321)

ANOVA Results Showing Differences Among Those Who Had Never Changed, Changed One,

Age

Education

Normalized Household Income

Normalized Household
Net Worth

Normalized Percent of Net Worth
Due to Inheritance

Percent of Income Saved

Ignore Budget When Making Large
Purchases

Financial Satisfaction

Consider Self to Be Savvy Investor

Household Income Sufficient to Meet
Needs

Don’t Know How Own Investments
Are Performing

Disappointed by Financial Decisions
You Have Made

Notes: * < 0.05; ** < 0.01; *** < 0.001

Discussion

A distinct profile of those who are more
likely to change financial planners
emerged from the analysis conducted in
this study. Those most prone to chang-
ing financial planners were older, had
more financial capacity (i.e., income
and wealth), and tended to be remar-
ried, widowed, or divorced. They also
exhibited an elevated level of financial
acumen and confidence; specifically,
they indicated being a savvy investor,
and when asked how much they knew

about their own investment perfor-

FPAJournal.org

N Mean SD F Post-Hoc Test
Never Changed 150 36.57 10.54
Changed 1 104 37.38 11.39 3.055* Changed 2+ > Never Changed
Changed 2+ 65 40.62 11.97
Never Changed 152 5.39 1.83
Changed 1 104 5.37 1.63 0.0943 No Differences
Changed 2+ 65 5.71 1.56
Never Changed 132 $80,809.40 $59,192.13
Changed 1 86 $93,232.71  $60,444.42  3.791* Changed 2+ > Never Changed
Changed 2+ 61 $106,208.55 $64,809.84
Never Changed 138 $183,346.01 $386,043.86 Changed 2+ > Never Changed
Changed 1 90 $205,486.99 $402,040.82 5.974**
Changed 2+ 62  $383,675.85 $380,280.60 Changed 2+ > Changed 1
Never Changed 152 9.74 12.95
Changed 1 104 10.48 14.69 0.555 No Differences
Changed 2+ 65 11.93 15.31
Never Changed 152 13.85 14.68
Changed 1 104 12.98 10.64 1.157 No Differences
Changed 2+ 65 16.11 12.96
Never Changed 152 2.15 0.82
Changed 1 102 2.32 0.88 1.765 No Differences
Changed 2+ 66 2.11 0.83
Never Changed 152 3.09 1.08
Changed 1 103 3.00 1.04 0.609 No Differences
Changed 2+ 66 3.18 1.04
Never Changed 152 2.94 0.90 Changed 2+ > Never Changed
Changed 1 103 2.97 0.80 3.951*
Changed 2+ 66 3.29 0.89 Changed 2+ > Changed 1
Never Changed 152 3.70 1.08
Changed 1 104 3.65 1.04 0.318
Changed 2+ 66 3.58 1.22
Never Changed 152 2.36 1.00 Changed 2+ < Never Changed
Changed 1 103 2.33 1.01 4.407%*
Changed 2+ 66 1.94 0.99 Changed 2+ < Changed 1
Never Changed 152 2.63 0.80
Changed 1 104 2.81 0.83 1.608 No Differences
Changed 2+ 66 2.71 0.78

mance, they reported the highest scores
among the three groups.

Interestingly, no evidence was found
to support the common perceptions of
those in the financial planning media,
and among some financial planners,
that receiving an inheritance might
trigger someone to change their current
financial planner. What did emerge
from the analysis is that it is very
difficult to describe, let alone predict,
who is likely to change their financial
planner compared to someone who has

not changed their financial planner.

Two clear demographic character-
istics did emerge from the analysis:
income, and being remarried, widowed,
or divorced. Those who fell into these
marital status categories were signiﬁ—
cantly more likely to have changed two
or more financial planners, and they
were less likely to have never changed
their financial planner. The same is
true for study participants with high
household income.

Two important practice management
observations also emerged from this
study. The first is that those financial
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Figure 1:

Decision Tree Showing Variables Associated with Changing a Financial Planner

(Node 0)
Never changed a FP 47.2 percent
Changed one FP 32.3 percent
Changed two or more FPs 20.5 percent

I
| Remarried, widowed, divorced |

I I
No (Node 1) Yes (Node 2)

Never changed a FP 50.9 percent Never changed a FP 25.5 percent
Changed one FP 30.9 percent Changed one FP 40.4 percent
Changed two or more FPs 18.2 percent Changed two or more FPs 34.0 percent

| |
In the past, how often have you thought of
yourself as a smart/savvy investor?

I_I_,%

< =Rarely (Node 3) > Rarely (Node 4)
Never changed a FP 62.9 percent Never changed a FP 46.8 percent
Changed one FP 30.0 percent Changed one FP 31.2 percent
Changed two or more FPs 7.1 percent Changed two or more FPs 22.0 percent

‘ Normalized income ‘

<=$124,928.56 (Node 5) > =$124,928.56 (Node 6)
Never changed a FP 71.4 percent Never changed a FP 28.6 percent
Changed one FP 28.6 percent Changed one FP 35.7 percent

Changed two or more FPs 0.0 percent

Changed two or more FPs 35.7 percent

planners who focus their practices
on finding and working with high
income, high net worth, and overtly
confident and knowledgeable clients
should expect to experience more client
turnover throughout their careers.
It may be that given their financial
status, clients who exhibit these types
of characteristics receive more solicita-
tions from other financial planners. This
could also increase the likelihood of a
client shopping for advice when he or
she might have otherwise not done so.
It is also possible that the type of
client who changes more than one
financial planner is focused on an
objective financial performance rather
than the subtle nuances associated

with a strong client-financial planner

relationship. That is, these clients
may be more likely to change their
financial planner if the financial
planner’s recommendations lag some
type of client-derived performance
index. This observation stems from
the finding that showed those who
change financial planners see their
own skills and capabilities related to
money as quite strong. When coupled
with the finding that they are more
likely to know how their investments
are doing, it is possible that when this
type of client does evaluate the recom-
mendations made by their financial
planner, the client may conclude that
their financial planner is underper-
forming expectations.

The second practice management
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observation looks at the flipside of
the situation. While possibly not as
lucrative given their lower income
and net worth situation, it may pay

in the long run for financial planners
to reach out to the mass affluent (i.e.,
beyond the traditional high financial
capacity marketplace) when building
a practice. Those who were least likely
to change their financial planner were
younger, had less income, less wealth,
less confidence in their own investing
abilities, and were less knowledgeable
about the performance of their invest-
ments. It is worth noting, however,
that being remarried, widowed, or
divorced increased the likelihood of
changing a financial planner.

Both observations suggest a question

FPAJournal.org
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that cannot be answered with the data-
set used in this study. Specifically, how
changeable are these observations? For
example, is it possible that as people age
and gain more wealth through higher
incomes, they also gain the capacity to
switch from one financial planner to
another to obtain more complex and
costly services? Anecdotal evidence
based on asset minimums imposed by
some financial planning firms sug-
gests that prospective clients with less
financial capacity are being priced out
of the market for sophisticated financial
planning services. This is a topic for
additional study.

Rather than focus on income and net
worth, findings from this study provide
circumstantial evidence other client
characteristics may be better predictors
of client changing proclivities. The two

non-demographic variables—being a

FINANCIAL
PLANNING
ASSOCIATION

A
FP;—‘*' ! CONNECT

savvy investor and knowing how one’s
investments are performing—may be
the key to who is likely to change a
financial planner. Clients who track
their investment performance, but at
the same time do not feel that they are
particularly investment savvy—appear
to rarely change their financial planner.
This topic is also something worth
further study.

Some readers may appropriately
ask what can be done today to help
combat the possibility that a client and/
or a client’s heirs will move to another
financial planner. In many respects, the
answer entails building a strong client-
financial planner relationship. As noted
by Sharpe Anderson, White, Galvan,
and Siesta (2007), clients are constantly
weighing the costs and benefits (both
monetary and emotional) associated

with maintaining a financial planner.

Rather than treat financial planning
engagements as transactional moments,
financial planners who attempt to
honestly incorporate a client’s feelings,
attitudes, and beliefs into financial
planning recommendations tend to
retain clients over long periods. One
reason is that integration of qualitative
factors into practice generally leads to
perceptions of trustworthiness on the
part of clients (Yeske 2010).

Based on the work of O’Connell
(2013) and Grable and Goetz (2017),

a reasonable path to client retention
involves the use of empathetic listen-
ing and communication skills, paying
attention to the verbal and non-verbal
cues clients send, attending to clients,
referencing recommendations to client
goal achievement, and documenting
performance in relation to measurable

outcomes. This is akin to stating that
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a financial planner can reduce the
possibility of being fired by focusing on
developing meaningful client-financial

planner relationships. ll
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