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PREMISE

 Client Trust and Commitment Matter
 Greater Client Success
 Higher Client Retention

 Studies
 Yeske (2009)
 Morgan and Hunt (1994)
 Christiansen and DeVaney (1998)
 Sharma and Patterson (1999, 2000)
 Sharpe, Anderson, White, Galvan, Siesta 

(2007)
 Sharpe and Anderson (2008)

 FP has high credence properties
 It is difficult for consumers to judge the 

quality of the service even after it has 
been delivered.

HIGH CREDENCE

 Financial planners are asked to 
recommend strategies for goals that are 
decades in in the future. Quality of advice 
difficult to assess.

 If direct measures of success are 
difficult to find, what do we look at?
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HIGH CREDENCE

“After all, if clients have trouble evaluating outcomes, then it 
seems reasonable that interactions (“how” the service is 
delivered) and all forms of communications will take on 
added significance as clients seek to minimize dissonance 
and uncertainty about the adviser they have chosen.”

Sharma and Patterson (1999, 2000)

TRUST

Client Trust: The belief on the part of 
the financial planning client that the 
financial planner is both competent 
and ethical and someone who willand ethical and someone who will 
consistently make recommendations 
that are in the client’s best interest.

Adapted from Hunt and Morgan (1994), Sharma and Patterson 
(1999, 2000), Sharpe and Anderson (2008), CFP Board of 
Standards (2008)

TRUST

 Simple Trust – an attitude of 
assumption, without deliberation, that 
has an innocence to it.

 Blind Trust – rejects or even denies j
the evidence of distrust.

 Authentic Trust – recognizes the 
possibilities for betrayal and 
disappointment, yet maintains a sense 
of optimism and self-confidence. 
Focuses on both parties’ 
responsibilities.
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TRUST

 The Client’s Perception of:

 Competence

 Technical Quality (“what”)

 Functional Quality (“how”)Functional Quality ( how )

 Ethics

 Shared Values

 Communication Effectiveness

 Lack of Opportunistic Behavior (Conflicts of 
Interest)

 Relationship

COMMITMENT

Relationship Commitment: The belief 
on the part of the financial planning 
client that the relationship with his or 
her financial planner is so importanther financial planner is so important 
as to warrant the maximum effort to 
maintain and a corresponding 
commitment to continue that 
relationship indefinitely.

Adapted from Hunt and Morgan (1994), Sharma and Patterson 
(1999, 2000), Sharpe and Anderson (2008), CFP Board of 
Standards (2008)

COMMITMENT

 Client’s Perception of:

 Relationship Benefits

 Shared Values

 Termination Costs Termination Costs

 Communication Effectiveness

 Trust
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Communication Effectiveness

Communication Effectiveness

 Formal and informal sharing of 
meaningful and timely information 
between a client and planner in an 
empathetic mannerempathetic manner.

Sharma and Patterson (1999)

Empathy

 The action of understanding, being aware 
of, being sensitive to, and vicariously 
experiencing the feelings, thoughts, and 
experience of another of either the past or 

h h h f lpresent without having the feelings, 
thoughts, and experience fully 
communicated in an objectively explicit 
manner.

 The capability to share and understand 
another's emotions and feelings. It is often 
characterized as the ability to "put oneself 
into another's shoes." 
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Communication

 Communication Tasks 
 Most highly valued by financial planning clients

 Communication Skills

C i ti T i Communication Topics

Communication Tasks

 Mutual definition of scope of work

 Systematic process to clarify goals and 
values

Abili l i h d i Ability to explain how recommendations 
reflect the client’s goals and values

Communication Skills

 Ability to maintain eye contact

 Body language and verbal pacing

 Ability to facilitate difficult conversations 
babout money

 Comfort when clients exhibit strong 
emotions

 Active listening skills

 Non verbal

 Verbal
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Communication Skills

 Communication Clarity has a larger 
impact than anything else on: 

 Client’s perception of a financial planner’s 
technical competencep

 Client’s closeness with advisor

Kirchmaer and Patterson (2003)

Communication Topics

 Discussion of client’s values and quality of 
life

 Explanation of pros and cons of 
recommendationsrecommendations

 Conversations about life changes

Life Planning

 Context Counts – Life Planning integrates 
into the financial planning process:

 Personal values

 History History

 Relationships

 Attitudes

 Feelings

 Cultural biases

 Personality
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Presentation Qualities

 Competent
 Effective
 Meaningful
 Timely

E th ti Empathetic
 Clear
 Contextual
 Focus on Goals and Values

 Shared Client‐Planner Values 
 And how recommendations reflect those

Presentation Qualities

 Effective
 Competence

 Clarity

 Context

 Caring (Empathy)

 Meaningful
 Timely

 Goals

 Values

Presentations

 Verbal

 Written

 Spoken

Vi l Visual

 Graphs and Charts

 Pictures

 Experiential

 Kinder, Kahler, Klontz …
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Presentation Methods

 Conversation

 Paper

 Online
 Web Pages

 GoToMeeting/Webinar

 Interactive Software

 Power Point

Context

Contextual Financial Planning –

“Rich context comes from time and energy 
invested in RELATIONSHIP…

… i.e., from living in the fire of the 
planning conversation.”

 Guy Cumbie, CFP®

(c) Yeske Buie & Elizabeth Jetton 2008

Meaningful and Caring

 Guy Cumbie – Staying in the Conversation
 We do it in a manner that derives from a book I 

read some time ago that made a lasting 
impression on me. It's called "High Impact 
Consulting" and it essentially steers consultants 
[which is what I basically consider people like us[which is what I basically consider people like us 
to be probably more than anything else] towards 
constantly searching, in every possible manner 
to hone in on what matters most to the client at 
the time. We feel people out conversationally 
prior to (especially) review meetings to see 
what's going on, what their paramount 
issues/concerns/pains/delights/interests are at 
the time and we then focus on that -- and 
proceed to build personal financial planning 
context around it. We want our work to be, and 
to remain, very relevant to them -- not just us. 
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Clients’ Goals and Values

John & Jane Client
"The Plan" ...  as of April 1999

prepared by

A REGIS TERED INVES TM ENT ADVIS ER

CUMBIE ADVISORY SERVICES
FINANCIAL & INVESTMENT ADVISORS

Goa ls a nd Objectives

Guy Cumbie – The Clients’ Words

  1)  Retirement planning To engage in semi-retirement, both working at our discretion, 
by the age of 60 and continue for as long as we each have the health and ability to contribute.  We 
desire to stay active in our profession.  Other than part-time employment, we intend to contribute to
the community through volunteer work ranging from missionary work  to community education 
classes to Habitat for Humanity involvement.  For our own personal physical and spiritual health 
we will regularly engage in aerobic and strength training, pursue hobbies representative of our 
individuality and increase our church involvement.

  2)  Education planning To provide for the opportunity for each of our children--JJ and 
Jill--to pursue higher education and obtain a suitable undergraduate degree.  We will  finance tuition,  
fees and certain "uncovered costs" such as books and room & board; we will fund for these uncovered 
costs through an investment plan designed for and dedicated to the funding of our children's higher 
education.

Goa ls a nd Objectives
Our primary goal and objective of engaging in the personal financial planning process is to benefit from the 

"gestalt" to be achieved in partnering with professionals regarding the many interrelated aspects of our financial 
well being.   

We have identified the following prioritization regarding the basic aspects of our financial planning.  Where 
applicable, we have specified our goals for each aspect.   We recognize numerous aspects of financial planning 

interrelate.  In addressing our stated priorities we intend to consider the "lower" priorities as fundamental, base 
line priorities.  For example, financial security (financial management) is not to be neglected or abused for the 

sake of accomplishing another goal.     
                                                                                                          John & Jane Client

Context and Values

How Roy Diliberto Explains Charitable 
Giving

 I recently attended an event hosted by my alma mater (Temple 
University) at the Philadelphia Art Museum.  It was a Dali 
exhibit, funded by Dennis Alter, a Temple alumnus and 

d f d C h d d lpresident of Advanta Corporation.  He has done a great deal 
for Temple and the community over the years and he spoke 
that evening about how undergraduates are consumed with 
their GPA (grade point average).  Now that we have 
graduated, he told us, we should be concerned with another 
GPA, which he defined as a Grand Purpose Activity.  All of us, 
he said, owe it to our communities to give back something that 
for us would be our GPA. I thought about that and my own 
personal giving.  But I also considered how helping my clients 
to discover their GPAs would be a way to multiply my efforts.  
We have a great responsibility to help our clients reach their 
goals.  Often those goals include philanthropy, but they may 
not know how giving more will affect their futures.  It is our 
job to show them.

Clarity and Competence

How Roy Diliberto Explains Risk

 When we ask our clients how much "risk" they are comfortable 
taking when investing their money, is that what we really mean?  
Think of what the average person visualizes when he or she thinks 
about risk.   Webster defines risk as "the chance of injury, damage, 
or loss."  No wonder so many of our clients are "risk averse."  Who 

h i h h ? A ' llwants to expose their money to such catastrophes?  Aren't we really 
asking how much  fluctuation they are willing to endure in order to 
reach their goals? Our clients experience fluctuation every day.  The 
weather fluctuates, prices fluctuate,  performance of their favorite 
athletic teams fluctuates.  They don’t think of fluctuation as being 
risk. We have discovered that defining risk for what it really is 
results in our clients making sound investment decisions that 
significantly improve their chances of reaching their goals.  They 
need to be told that the greatest risk they face is running out of 
money while they are still alive.  Or, not reaching the goals that are 
very important to them, such as educating their children, traveling, 
purchasing a vacation home, donating to their favorite charities, etc. 
Fluctuation may be what they encounter along the way, but the real 
risk is not earning a large enough long-term return to do the things 
they want in life. 
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Competence and Goals

How Roy Diliberto Explains the Need for 
Equity Exposure

 We communicate the results written about in a white paper entitled "Measuring 
Temperature with a Ruler" by David B.Loeper, CEO of Wealthcare Capital Management in 
which he demonstrates that changing allocations based on periodic Monte Carlo 
simulations can have a significant impact on a person's ability to achieve lifetime goals.  
He uses as an example a hypothetical client who is widowed at age 21 in 1926.  She has p yp g
been left a $100,000 life insurance policy and requires $5,000 per year (improved by 
inflation) for the rest of her life.  To make sure these protections are long-term, he 
assumes she lives to be 100.  Assuming an equity exposure of 80% (which results in an 
83% success rate in the initial Monte Carlo simulation) he demonstrates the differences 
in results of "staying the course" and a dynamic asset allocation based on attempting to 
keep the success rate above 80%.  With the static investment policy she is broke at age 
55.  However, changing the allocation based on circumstances (it only needed to be 
changed nine times in 80 years) resulted in a portfolio worth about $4,900,000.  
Unbelievably, even if this advisor with the stay the course portfolio was able to obtain a 
return of 1.5% over the indices each and every year for 80 years her value at the end of 
that time would have been about $1,100,000 or $3,800,000 less than the dynamic 
portfolio.  However, if she started withdrawing from the portfolio just one year earlier, 
even though the portfolio returned 1.55 above the indices, she would have been broke at 
age 55!  Of course, this advisor would have been able to boast that he beat the market 
and achieved above average annual returns that were superior to the dynamic portfolio.  
However, this would have been at the expense of his client’s wealth.  Citing this study to 
our clients and possibly increasing their allocation to equities when markets are 
depressed is much better advice than simply telling them to “stay the course” 

A Proper Apology
James Grubman and Roy Ballantine

 Stay composed

 Listen

 Express apology

 Repeat back Repeat back

 Clarify

 Repeat until you’ve gotten all info and 
reactions

 Consider solutions

 Check back, re-establish relationship

A Proper Apology
James Grubman and Roy Ballantine
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A Proper Apology
James Grubman and Roy Ballantine

 Counter your strong emotional 
reactions
 Embarrassment
 Shame
 Fear

 And your defensive reactions
 Denial
 Blame

 By focusing on listening to what the 
client is saying and understanding 
what the client wants

Competence

 Technical Quality
 Describing the difference between a 

stock and a bond

Guy Cumbie

More Words

 Financial Hygiene

 Financial Pornography

 The most important part of the puzzle 
…
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Goals and Values – in Excel 

Goals and Clarity

Competence, Timely and 
Goals

Financial Snapshot 10/31/2002

Bruce and Mary Smith

Net Worth
Financial Assets Short term debt

Taxable Savings $120,000 Credit cards $12,000
Retirement Plans $175,000 Auto loans $18,000

Use Assets Long term debt

Personal residence $550,000 Mortgage $385,000
Other personal property $25,000

total assets $870,000 total liabilities $415,000

Current Net Worth $455,000

Beginning Net Worth $375,000

Net Change $80,000

Distribution of Net Worth Change in Net Worth

Use 
Assets

38% Financial 
Assets

62%

$0

$100,000

$200,000

$300,000

$400,000

$500,000

Current Net Worth Beginning Net Worth



13

Financial Snapshot (cont.)

Financial Independence
Retirement income (% of required assets accumulated) 32%

Savings (actual year-to-date savings vs. target) 60%

Risk Management
Disability income (% of income replaced) 36%

Life insurance (% of income replaced) 44%

Personal liability coverage (% of net worth)

Pending Action Items who does

Obtain $2,000,000 umbrella liability policy you

Liquidate Company options on 500 shares you

Schedule appointment with David Jones for estate planning you

Review opportunities to harvest losses in taxable portfolio us

A Picture is Worth 1000 
Words

 www.mfcplanners.com

A Picture is Worth 1000 
Words

 www.mfcplanners.com
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Power Point Financial Plans

Context and Goals

Unconstrained Vision
 & effects of 

Underlying Values

 YOU ARE 
HERE

Educate Kids

Be/get Healthy

Go on a Safari

Learn to play
the Piano

Teach my Kids
their Ancestry

? New career/
  start a business ?

???

Scenic 
Points

© Elissa Buie, CFP

Investment Assets
•Retirement:$424K
•Non-retire: $275K

Legacy Planning

A Wedding in EuropeA Wedding in Europe

Long-term Care
Group LTC through  Emplr that 
provides a lifetime maximum 
coverage of  $300,000.

Retirement
Goal:Retire at age 65
Result: Your assets support 
you through age 98 while 
pulling $ annually from your 
portfolio before retirement. 

Emergency Funds
$26,400

Home &Personal 
Property
$375,000

Non retire: $275K

Work in the Garden

Be Healthy

Wanda R. Full

Disability Income
Goal:$69k/year
Result:$52k/year with 
Emplr + $17k/year 
from portfolio

Survivor Needs
Goal:Maintain current 
lifestyle
Result:$657k shortfall

Travel

Follow Budget

Pamper Cats
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Financial Dashboard – Clarity, 
Caring, Context

Goals and Values

Timely Goals
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Timely, Competent, Goals

Client Private Pages©

Client Private Pages©
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Client Private Pages©

Client Private Pages©

Clarity and Competence

Cash/Cash Equivalents
Patelco Savings Account (earning 4%) $12,500

Invested Assets
Mary’s 401(k) Plan $ 5,600
Frank’s IRA $ 2,200

U AUse Assets
2003 Toyota Camry $ 13,000

Total Assets $ 33,300
Liabilities
Visa Card (19% interest rate) $6,000
Auto Loan (8% interest rate) $ 9,000

Total Liabilities $ 15,000
Net Worth $ 18,300
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Clarity and Competence

Cash/Cash Equivalents
Patelco Savings Account (earning 4%) $12,500

Invested Assets
Mary’s 401(k) Plan $ 5,600
Frank’s IRA $ 2,200

U AUse Assets
2003 Toyota Camry $ 13,000

Total Assets $ 33,300
Liabilities
Visa Card (19% interest rate) $6,000
Auto Loan (8% interest rate) $ 9,000

Total Liabilities $ 15,000
Net Worth $ 18,300

Clarity and Competence

Cash/Cash Equivalents
Patelco Savings Account (earning 4%) $12,500

Invested Assets
Mary’s 401(k) Plan $ 5,600

Frank’s IRA $ 2,200

$6,500

Use Assets
2003 Toyota Camry $ 13,000

Total Assets $ 33,300

Liabilities
Visa Card (19% interest rate) $6,000

Auto Loan (8% interest rate) $ 9,000

Total Liabilities $15,000

Net Worth $ 18,300

$ 27,300

$ 9,000

$        0

Clarity and Competence
Income (annualized)

Income $36,000

Less taxes ($6,000)

Less deferrals ($2,400)

Net paycheck $27,600

Spending

Rent $12,000

Utilities $1,200

Insurance $600

Auto loan $3,400

Day Care $6,000

Miscellaneous $27,600

Total Spending $27,600

Net Cash Flow $0

$15,600$14,400$13,800$10,400$4,400
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Competence and Goals

Power Point Educational 
Presentations

Power Point Educational 
Presentations

ESTATE PLANNING:ESTATE PLANNING:

What You Need To Know For You and 
Your Clients.

The Northeastern New York Chapter
Financial Planning Association
Ninth Annual Symposium
Thursday, May 14, 2009
Timothy E. Casserly, Esq. CFP®
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Power Point Educational 
Presentations

Fixed Income Strategy
June 18, 2009

Power Point Educational 
Presentations

Safe Withdrawal Rate Policies
November 20, 2008


