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IS KEY
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Atlas Point is founded on the principle that

behavioral and character science can

facilitate better conversations between

Advisors and investors, thereby building

and sustaining relationships that increase

assets under management and their

performance. Despite often amazing

cognitive abilities, all people have some

form of blind spots—decision-making biases

that hurt personal outcomes.  

These biases can be particularly strong with

money, where misguided or impulsive

decisions can not only hurt our own

financial decisions but also our ability to

heed the expert advice of Advisors and

other financial professionals. Although

financial blind spots are always a threat to

wealth management, there are some

conditions under which they may present

the greatest risk to long-term wealth.  One

of these conditions is volatility, and in its

most extreme case, market crashes.

BEHAVIORAL AND CHARACTER
SCIENCE CAN FACILITATE BETTER
CONVERSATIONS BETWEEN
ADVISORS AND INVESTORS
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Volatility has certainly been high in late 2021
and early 2022, but not enough to induce
panic in most people with assets under
investment, partly because the huge gains
that preceded it.  The NASDAQ and S&P have
both formally corrected 10%, but this
correction pales in comparison to the gains
that preceded it in 2020 and 2021. 

Investors’ reference points are the far lower
levels of 2020 or 2019, such that a corrected
S&P down to 4,400 still looks great compared
to even the 3,400 peak right before the
pandemic crash. The same is true for digital
currency, where 10% might just be a bad day.
The real concern is that asset prices are far
more inflated than these corrections, and that
there will be a much larger and more sudden
drop that evokes a new set of biases and blind
spots in investors.

So will such a crash occur, and when? The
simple answer is that no one knows this
future with certainty. The more complex
answer is that the future seems particularly
hazy given how markedly different the
investment world looks today than ever
before. 

The year 2022 is an unprecedented time for
investors and the Advisors that serve them.
Asset prices are at record highs [1], interest
rates are at record lows [2], and inflation is as
high as it has been in 40 years [3]. 

These unusual financial market characteristics
are also happening as the global COVID
pandemic nears its third year, with significant
mutations making its future impact highly
unpredictable [4]. 

In addition, economies around the world are
still recovering from restrictions and
interruptions caused by the pandemic’s
course. Supply chains have been severely
disrupted, creating widespread shortages of
intermediary and finished goods that ripple
across the world. The Russian invasion of
Ukraine, along with the wide-reaching
financial sanctions imposed on Russia, will
undoubtedly ripple across the world economy
through energy prices, the banking system,
and more [5]. Other global security issues in
the South China Sea also threaten supply
chains and consumption [6].

Chinese government shutdowns of industries
and foreign listings, cryptocurrency regulation,
and monetary policy can dramatically affect
single companies or entire asset classes.
Financial markets have also been disrupted by
new asset classes such as cryptocurrencies
and special purpose acquisition companies
(SPACs), while aggressive valuations on
technology companies have driven price-to-
earnings ratios to record highs.
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The future seems particularly
hazy given how markedly
different the investment world
looks today than ever before. 

ARE WE IN A PERIOD
OF VOLATILITY?
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Not only have asset prices been very high,
but they are also leveraged at near record
levels. Margin debt in the NYSE and S&P 500
are at similar levels to just before both the
2000 dot-com crash and 2008 financial
crisis, and cash holdings are at equivalently
low levels. 

Home prices are as high as they’ve ever
been, and so are mortgage balances [7]. All
this debt makes many investors sensitive to
continuing significant asset price
fluctuations and vulnerable to margin calls
from large drops in one asset price that
might be collateral for margins in another. 

Options trading is also at a high, and
significant short positions, some of which are
“naked shorts” of shares that don’t exist, have
led to short squeezes that drove up prices
with a snowball effect.

The most visible of these have been so-called
meme stocks such as GameStop or AMC,
whose price growth was driven by
coordination (and perhaps manipulation) on
Reddit. But such squeezes have happened in
large and prominent companies as well,
including Ford Motor and Tesla. 

There are growing concerns of systemic risk
across markets that have led investment
veterans to refer to the current markets as a
bubble. So, we simply cannot know what will
happen with asset markets in the near future,
and the range of possibilities seems much
broader than before.
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There are growing concerns of
systemic risk across markets
that have led investment
veterans to refer to the current
markets as a bubble.
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So, what can we do about the broad and high-
risk security? For Advisors and other financial
professionals, the obvious answer is to use
their expertise to prepare portfolios for a
range of possibilities. But the equally
important answer is to prepare their clients
for the possibility of and responsible response
to a potential rapid market crash. There is
overwhelming historical evidence that even
the worst crashes can be recovered in a short
period of time. The massive equity market
crash caused by the emergence of COVID-19
was reversed in less than seven months. 

The 2008 Financial Crisis crash took a several
years, but then was followed a relentless
period of stock market growth. Staying the
course in markets with underlying value works
out in the long-run, particularly with effective
portfolio rebalancing. Financial Advisors
understand this, but this is not most
investors’ natural response to asset value
crashes. Many investors act irrationally based
on fear, all in their uniquely biased way.

How can Advisors better prepare their clients
for these possibilities? At Atlas Point, we
believe conversation is key. More specifically,
we believe that having productive
conversations that build trust and
understanding in Advisor-client relationships
pays off in moments of crisis. 

Advisors understand how to adeptly manage
investment portfolios during these periods, so
the key is ensuring collaboration and
cooperation with clients. A huge part of the
battle is communicating with clients that the
Advisor is prepared for such possibilities and
has already mapped out a strategy for
addressing them. 

The hard part of this, however, is
understanding how each client thinks and
makes decisions about money.
Understanding client differences allows
Advisors to discuss financial strategies in
ways that resonate with clients, without
evoking the fears or triggers that might break
trust or impede good decision-making.

Understanding client differences has another
effect in preparing for potential crises,
however. It can provide an early warning to
Advisors about how each of their clients
might respond if they see their portfolio
value drop by twenty to thirty percentage in
a few days. Will they panic and want to sell
falling assets at their lowest point simply
because they want to take action or feel in
control? Will they see that everyone else is
selling and join the herd? Will they focus on
the early peak and feel pain from losses,
even when they have no plans to access
balances in the near future? Or will they bury
their head in the sand and stop answering
calls or emails from Advisors seeking to
rebalance portfolios? 

They might even look for someone to blame
and settle on the Advisor as the cause for
not knowing precisely when a market crash
would happen.
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How can Advisors better
prepare their clients for these
possibilities? At Atlas Point, we
believe conversation is key.
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At Atlas Point, we help Advisors
understand the Financial Virtues and blind
spots of their clients in ways that are
simple to understand and practical to
implement. Our assessment assigns
financial personas to clients that give
actionable conversation tools for a
productive conversation at any time, such
as in discussing strategies around market
corrections and crashes. 

But furthermore, our four bull personas
also present likely immediate reactions to
emerging market events, such that
Advisors understand who they need to
worry about and who they don’t. This
extends beyond who to worry about to
also guide what to worry about with
clients of concern. What conversational
strategies will work during times of crisis?
What blind spot arguments would you
expect them to make? What arguments will
work best to keep them on the right
investment path.

At Atlas Point, our goal is not to predict
corrections and crashes, but rather to give
Advisors tools to prepare their clients for
them while also preparing themselves for
conversations that will need to take place
during such moments of crisis. Because
such moments require the responsible
expertise of Advisors, which we work to
support through better conversations.

O U R  G O A L  I S  T O  G I V E
A D V I S O R S  T O O L S  T H A T
H E L P  T H E M  C O N D U C T
C O N V E R S A T I O N S  T H A T
P R E P A R E  T H E I R  C L I E N T S
F O R  U N C E R T A I N T Y
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Questions for Advisors:

1.  Have you prepared your clients for the possibility of rapid changes in asset prices? 

We know that you’ve prepared your client’s portfolio for extreme volatility, but have you prepared your
client? Even when clients rationally understand that their money is carefully managed, they may not fully
understand that this careful management also accounts for extreme and rare events. There is always value
in reminding clients that both you and their portfolio are prepared for every type of future.

2. Have you communicated to your client to reassure them that you are available to answer their
questions as market and world events unfold?

Even if you’ve prepared and assured your clients that their investment portfolio is prepared for market
volatility, they are likely still receiving a variety of messages from friends, family, colleagues, or even media.
Others might talk with trepidation of risks from ongoing market and world events, which in turn might
induce fear and uncertainty in your clients even when you’ve prepared them for future events. This is the
time to provide a sound voice of reason, and, if it is helpful, to offer to talk to specific friend or family
member who doesn’t have such a trusted Advisor.
 
Advisors are more than happy to help their clients when asked – clients need to be reminded and given
permission to ask. A conversation with the client might be sustained with this type of message: 
 
“My goal is to be a voice of reason during uncertainty—for you and for anyone you ask me to help. Even though
you know we’ve carefully planned for the future, sometimes simply talking about current and possible situations
can help. Any situation that causes worry for you is important to me.  We are partners, I encourage you to reach
out for guidance or conversation.  I’m always happy to help.”

 
3. Have you developed a game plan for how each of your clients might respond during a market
panic?

Each client has their own combination of Financial Virtues that helps define their persona for how they think
and feel about their money.  Multi-party households have a more complex task of balancing their thoughts
and emotions about money as their Financial Virtues don’t always align with other members of their
household.  It is a good idea to prepare a list of how each of your clients (and their households) may react to
extreme volatility such as a market crash.  

ACTION PLAN

We provide three key questions for Advisors to ask themselves, and simple
communication tips to help open the client dialogue about market conditions changing.
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BLUE BULLS
These investors value collaboration and can recoil at being told what to do and rushed in doing it. They often
learn from talking to others about what is happening and what to do about it, seeking multiple opinions and
sound bites prior to making a big decision. They can feel overwhelmed by excessive financial detail and want to
feel part of deliberative team approach. The key for these investors is calm reassurance that you and they have
already taken the important preparatory steps, and just as importantly, that you welcome working with them to
confirm that their portfolio is consistent with their short- and long-term goals.

“We are in this together. I am partnering with you to…”

YELLOW BULLS
These investors require a rapid response. They tend to make decisions more swiftly and value a clear action
plan. Yellow bulls may respond poorly to the reassurance that dramatic market shifts do not require decisive
action. They tend to show-up to others more impulsive or overreact based on recent news or change in events.
The key with these investors is to present them with options that are both consistent with responsible pursuit
of financial goals and that address the underlying fear of being vulnerable or trapped with a decision. Prepare
a menu of smart portfolio adjustments from which they can choose so they see opportunities and not inaction.
Providing these options can prevent their hasty desire to simply take control and “do something.”

“We were ready for these market changes, and we have planned for this. Let’s run some scenarios. This is
a great opportunity for you to gain from these events. Here are a series of options that I’d love your input
on.”

ORANGE BULLS
These investors also fear inaction in the face of volatility, but instead of impulsive action will tend to hyper-
focus on details, potentially micro-managing often coupled with mental accounting or an illusion of control with
their investments. Because they value process and structure, preparing and presenting an investment re-
evaluation process beforehand can shift their focus from each detailed choice to a much simpler and more
consistent process. Review their agenda and address specific detailed questions while also working to elevate
the conversation to pull them out of the details to see the bigger picture strategy. Have your financial goals
changed? Are your investments still consistent with those goals? Emphasizing process consistency between
before and after major market adjustments can reassure the client that your knowledge and ability to help
them achieve financial goals have not changed.

“What is on your mind? I know you have a few questions or concerns on your agenda for today.” Then
pivot to bigger picture “Have any of your financial goals changed? Let’s review together to make sure your
investments are still consistent with your goals.”

PURPLE BULLS
These investors are looking for clarity and want a reevaluation of financial goals and strategies. These bulls
may be the most quiet and patient but also the most worried.  They may be particularly worried by large short-
term losses, but will listen to patient conversations that help them feel respected and more knowledgeable. 
 Understanding that there is a thoughtful strategy with ample supporting detail will help to keep these
investors calm and consistent through the storm.  

“What is worrying you the most right now? Would it be helpful to schedule time to review your detailed
plan together?”

THE FINANCIAL VIRTUES PERSONAS CAN HELP
YOU PREPARE UNIQUELY FOR EACH CLIENT
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With a proven ROI and behavioral science-backed insights,
our tools enrich relationships and position your practice for
ongoing growth - all while integrating smoothly with your
existing tech stack.

To learn more about how Financial Virtues can help your
practice please visit www.theatlaspoint.com.
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