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Introduction
The clock is ticking. Complacency is out; volatility is in.

Welcome to the first of our white paper series. Andes Wealth Technologies is here to transform
wealth management because the current approaches are rapidly becoming outdated and
technology is becoming the new way wealth advice is delivered.

In the U.S., 46 million households use financial advisors, and half of them are not satisfied. That is
23 million clients at risk! In addition, 24 million households would like to work with financial advisors
but can’t find someone they can trust. That is 24 million potential clients with a potential revenue of
$180 billion!1 As gloomy as it may seem, soon you will see that it is a blessing in disguise.

23 millions clients are
happy with their advisors.

23 million clients at risk!

24 million potential clients!
(Potential revenue: $180 billion)

57 million households
do not seek financial advisors.

(1) Based on data from multiple sources:
http://www.chartingyourfinancialfuture.com/financial-planning/40-of-americans-now-working-with-a-financial-advisorciting-need-for-better-financial-guidance/
https://www.thinkadvisor.com/2016/06/21/most-americans-get-no-financial-advice-survey/
https://www.investors.com/financial-advisors/how-financial-advisors-should-deal-with-the-32-of-americans-whomistrust-them/
http://news.gallup.com/poll/211052/stock-ownership-down-among-older-higher-income.aspx.
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This Time IS Different
Both advisors and their clients are looking for a new experience.
“But we survived 2008,” you might say. True, but not without sowing the seeds of doubt in your
clients’ minds. Furthermore, wealth management is undergoing dramatic changes, making it more
challenging to maintain the status quo.
Robo-capabilities commoditize investment management, and Schwab’s new $30/month
subscription for advice further erodes the traditional pricing model.2
Individual investors are getting more sophisticated. They demand more than “buy and hold”, and
they want to know why.
Volatility is back.

Services

Investors

Volatility

becoming

getting

is

Commoditized

Sophisticated

Back

Andes Client Experience Technology is a robust communications platform that empowers advisors
to have meaningful conversations with their clients. Using its intuitive visuals, advisors can
distinguish regime changes in the financial market from panic attacks and explain the “why”, to
build credibility, deepen trust, and help clients grow as investors.
It is a blessing that we humans are still better than machines in carrying in-depth conversations,
and it is still an art to navigate market dynamics and the emotions of fear and greed.
Uninspiring routine reviews? Dreaded client calls after the market drops? No more. Now every
conversation is an opportunity for you to prove your value and deepen your relationship with your
client.

(2) https://www.financial-planning.com/news/schwab-subscription-based-fees-for-automated-advice
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Before we get into Andes Client Experience Technology, let’s examine why it is so hard to build trust.

Why is it so Hard to Build Trust?
British philosopher Carveth Read said, “It is better to be vaguely right than exactly wrong.”
No reasonable clients expect their advisors to have a crystal ball. But if the advice contradicts
intuition, they do expect an explanation. If you can back it up, you demonstrate your value and
build trust. If you ask your clients to take your word for it, you put your credibility on the line and
risk being “exactly wrong”.
Imagine you see someone outside in a blizzard desperately looking for shelter and say, “Just stay
put. If you wait long enough, the sun will come out.” You wouldn’t do that, would you? But chances
are, you tried to convince your clients to stay put during the 2008 financial crisis, because you only
had in your tool box the conventional adages of “buy and hold” and “high risk and high return”.

What should I do?
Client

Buy & Hold
Advisor

Just stay put. If you wait long
enough, the sun will come out.

??????
Client

If you look at 30-year averages, it is true that stocks have higher risk and higher return compared to
bonds. But if you look at the stock market comparing to itself, periods of high risk are often
associated with poor or negative returns.
Google Maps doesn’t use 30-year average traﬃc data to pick the best routes; why should investors
be stuck with 30-year averages? The old adage of “buy and hold” doesn’t satisfy increasingly
sophisticated investors anymore, because they might not have a 30-year time horizon, and even if
they do, it is far from optimal. If you insist on it or make token micro-adjustments, investors will
have doubts.
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Ideally, modern tools would allow financial advisors to protect their clients in down markets, fully
participate in up markets, and rein in unproductive panics during zig-zags.
Take Shelter

Enjoy the Ride

Rein in Panic

Your modern toolbox has arrived. Introducing Andes Client Experience Technology, the Google
Maps for financial advisors to navigate markets and emotions for their clients.

Andes Client Experience Technology
Andes Client Experience Technology helps you make better-informed advice and communicate it in
a way that your clients can understand.
The platform has two cornerstones: patent-pending AccuRisk™ for risk management, and
AccuProfile™ for practical investor behavior profiling.

AccuRisk™
Real-time Risk Monitor
w/360° Risk Visualization
State-of-the-art
Risk Tolerance Test
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AccuProfile™
Practical Investor Profiling

Cognitive Ability Test
For Baby Boomers

Real-time Risk Monitor with 360° Risk Visualization
The essence of risk management is to match the risk exposure of a client’s portfolio with their risk
tolerance level.3 The current approach applies this principle but uses long-term averages of
portfolio risk, without reflecting market dynamics.
If a 30-year time horizon is too long, what is adequate? The VIX 4 indicator is the 1-month forward
looking implied volatility for S&P 500. Why not calculate the ACTUAL 1-month volatility for S&P 500
and all stocks, funds, models, and client portfolios?
What about 6-month, 1-year, 5-year, and 10-year? Is any one of them better than the others?
In fact, they are all important, with each time frame oﬀering an important perspective to form a
complete 360˚ risk picture. It is like a zoom lens that you can zoom in and out time-wise to help you
fully understand the market dynamics. And it needs to be calculated every day so you can
confidently take client calls after a day of big drop.

As a baseline, this image shows the classic
risk and return chart, with X- and Y-axis

The Eﬃcient Frontier of Model Portofolios

denoting risk and return, respectively. A set
of model portfolios, each represented by a
mini pie chart, are placed on the chart
based on their long-term average risks and
returns, forming the eﬃcient frontier in the
Modern Portfolio Theory. If the client has
taken the Risk Tolerance Test, the blue
vertical bar indicates their risk tolerance
level, and the model portfolio that matches
the client’s risk tolerance level is chosen.

This sums up the current wealth management practice, which makes perfect sense as a starting
point.

(3) Risk is defined as volatility, the same as the Modern Portfolio Theory.
(4) https://andeswealth.com/2018/06/volatility/
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However, markets often deviate dramatically from long-term averages, and we have to stay on top
of it using Andes’ proprietary real-time risk monitor.5

On September 30, 2008, the financial crisis
was unfolding but the worst was yet to

Model Portofolio Health Check

come. This chart showed the actual 3month risk and return of each model ending
September 30, 2008, with each mini pie
chart shifting sharply to low right, indicating
much higher volatility and very negative
returns. The actual 1-month risk and return
was even worse.

This powerful tool can also be used to monitor client portfolios as well as any set of securities,
funds and models. We will show you a number of use cases later.

State-of-the-art Risk Tolerance Test
Getting an accurate measure of your client’s risk tolerance level is another challenge. Michael
Kitces wrote a blog titled “The Sorry State of Risk Tolerance Questionnaires for Financial
Advisors” 6. Dani Fava from TD AmeriTrade wrote an article to explain why risk assessment surveys
are flawed.7
Our patent-pending Risk Tolerance Test addresses these issues. Using real upsides and downsides
of the model set used by your firm, it sets up a realistic scenario in intuitive visuals to get an
accurate response with unprecedented clarity and transparency.
The following image shows the Risk Tolerance Test. Each bar represents the upside and downside
of a model in the set. When the client chooses a bar that they are most comfortable with, it maps
directly to a model. A subsequent white paper will discuss it in detail.

(5) In this context, real-time means daily because volatility calculations use daily returns. This contrasts with static risk
numbers over a long time period. In other context such as trading, real-time data usually refers to intraday data.
https://www.kitces.com/blog/risk-tolerance-questionnaire-and-risk-profiling-problems-for-financial-advisors(6) planplus-study/
(7) https://www.tdainstitutional.com/insights/articles/why-risk-assessment-surveys-are-flawed.html
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The Risk Tolerance Test measures the investor’s long-term attitude toward risk. It is just as
important to understand how investors respond during market upheavals using our survey-based
invester profiling.

AccuProfile™ for Practical Investor Profiling
Behavioral finance is often discussed, but its application remains elusive. AccuProfile™ is a unique
profiling tool to categorize investors based on their behavioral traits so that advisors can provide
personalized services eﬃciently. Unlike traditional questionnaires, ours are organized into bite-size
mini-surveys, each measuring a specific behavioral trait such as investor temperament, loss
aversion, or cognitive decline (for baby boomers).
Based on the research of Dr. Andrew Lo, a renowned economist from MIT, the investor
temperament survey examines how investors react to ups and downs in the market,8 which in turn
maps to an investor persona. The six investor personas are:
Passive Pandas
51% of investors are passive pandas, who are passive investors staying put during market ups and downs.

Chasing Cheetahs
Chasing after market trends, they buy when the market goes up and sell when the market goes down.

Contrarian Condors
They are the opposite of Chasing Cheetahs, going against market trends.

(8) https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3328342
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Safety Seals
They value safety over return.

Crazy Crabs
They are risk seekers, the opposite of safety seals.

Contrarian Condors
Also known as “others”, they are either sophisticated investors with a nuanced approach or investors
with inconsistent behaviors.

These investor personas are useful to:
Improve operational eﬃciencies. Categorizing clients helps you manage them eﬃciently, making
more capacity for growth.
Cross-check risk tolerance tests. For example, passive pandas should have moderate risk
tolerance level. If the risk tolerance test indicates otherwise, a deeper conversation is warranted
to address the inconsistency.
Cross-check behavioral bias surveys to better identify and manage behavioral biases. Each
persona tends to have its distinctive behavioral biases. For example, Chasing Cheetahs tend to
have over-confidence, expecting to beat the market through market timing.

Cognitive Ability Test for Baby Boomers
Baby boomers make up a significant portion of the business for financial advisors. To protect their
financial well-being, it is important to recognize the onset of cognitive declines due to advanced
age, Alzheimer’s, or dementia, which can aﬀect financial decision making. However, it is a very
sensitive subject to bring up.
Our Cognitive Ability Test is designed to address this need.
Starting from age 65, clients take a 5-minute Cognitive Ability Test every year (or more frequent if
needed), just like a routine dental checkup. Clients typically get “excellent” at age 65 and they go
home very happy.
As things change over the years, they will see it themselves. You don’t have to be the
messenger: instead, you will be part of the solution.
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You will be able to bring in their adult children or a trusted party early enough to safeguard the
financial well-being of the clients.
The relationship you build with their children will help you keep the assets during the generational
wealth transfer. In the next 30 years, $40 trillion of wealth is expected to transfer from baby
boomers to the next generation, and currently, 90% of heirs leave their parents’ advisors.9 This
doesn’t have to be the case if you have already built a meaningful relationship before the transfer
occurs.

Use it to Delight Clients, Attract Prospects and
Get Ahead
So, you are the doctor and your big job is to tell your clients if their concern is just a panic attack
(so they need to stay put) or if there is a regime change in financial markets that warrants adjusting
their investment strategy.
This is more of an art than science. Like x-ray machines providing diagnostic images for doctors,
our tools provide the diagnostics on your clients and their portfolios to help you make betterinformed recommendations and communicate it eﬀectively. The use cases below illustrate how
Andes Client Experience Technology drives these conversations to delight clients, convert
prospects and get ahead of your human and robo-peers.

Portfolio Health Check: Regime Changes Versus Panic Attacks
Imagine your client calls after the dismal month of May, 2019. The U.S. and global stock market
didn’t do well, although the bond market oﬀered small comfort.

(8) https://www.thinkadvisor.com/2016/03/01/how-advisors-can-stop-losing-clients-heirs-as-clients/
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Now what would you tell your client?
You used to dread these calls, but now you can’t wait to take this opportunity to prove your value.
Let’s see how you can drive this conversation using Portfolio Health Check, the real-time risk
monitor for client portfolios. In the next three images, the same set of models are shown as
reference points, and the red circle with a star indicates the client portfolio.

First, you show the
1-month data to validate their
feelings, which makes them
feel smart instead of feeling
dismissed or scolded for
being emotional/irrational
again.

Second, you show the
3-month data. Sometimes
that 3-month looks good,
which can be suﬃciently
reassuring and you can stop
there. In this case, it shows
that the client didn’t lose
much in the past three
months (the
3-month return is close to
0%), which is a sign of relief.

Third, you show the 6-month
data and it looks good.

11 of 14

As a result, you have successfully managed your client’s panic attack without having to resort to
the same old “buy and hold”. Instead, by showing the market dynamics, you have demonstrated
your knowledge, built credibility and strengthened trust.
Imagine you can do this any day of the month, whenever there is a big day of market drop, because
this set of analytics is calculated every day. This is the power of real-time risk monitor. Over time,
clients will feel more confident that they are in good hands and will need less hand-holding, freeing
up your valuable time to take on more clients.
There are many combinations of possible outcomes, and our guidelines will help you understand
common scenarios. Of course, you will use this in conjunction with other data points such as
macroeconomic indicators and current events. When a real crisis like the 2007-2008 subprime
mortgage crisis unfolds, you still need to consider taking actions even if the data for 3-month and
6-month looks fine.

Identify At-risk Clients and Improve Practice
On average, each advisor manages 150 clients. By plotting all client portfolios in the same Portfolio
Health Check, you can easily identify the outliers that need your attention, saving valuable time.
If you own an RIA firm with a team of advisors, you can monitor all client portfolios across the entire
firm to identify strong and weak advisors so you can share best practices and provide additional
coaching.
A dollar saved is a dollar earned; a client saved is a client acquired. It takes $3,000 - 5,000 to
acquire a new client,10 so retaining these 23 million at-risk clients should be a top priority for
advisors.

Modern Approach to Attract Prospects
Now that you have seen how this modern approach delivers a superb experience for your clients,
you can confidently use it to attract those 24 million potential clients by simply embedding a link on
your website.
If the prospect’s portfolio underperforms your models on the eﬃcient frontier, you can easily show it
on Portfolio Health Check and win them over. This modern approach also attracts younger and
growth-oriented advisors so your firm can grow.
(10) https://www.kitces.com/blog/announcing-the-latest-kitces-research-survey-client-acquisition-costs-and-bestpractices-in-financial-advisor-marketing/
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Fund and Model Market Places
Fund and model market places are popping up everywhere. Applying real-time risk monitoring on
these funds and models, you can confidently choose the right ones for your clients. A lot of them
may be barely distinguishable from each other, so you don’t have to waste time trying to pick one
over the other.

Make Every Conversation Count
Make every conversation count with Andes Client Experience Technology. Use it to acquire,
onboard and service your clients.

Generate Leads
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Onboard

Service

Are You Ready to Take the Lead?
The Andes mountains are the longest continental mountain range on earth, symbolizing our
commitment to the long-term success of financial advisors and their clients.
It is time to shake oﬀ the complacency built up during the unprecedented bull market. The perfect
storm brewing in wealth management demands radically better services from financial advisors to
stay relevant.
Are you ready to take the lead to transform wealth management with us?
Our modern approach brings confidence, trust and eﬃciency, so you can stand out among roboand human peers, attract new clients and younger, growth-oriented advisors.

Happier Clients,
Happier Advisors

Operational
Eﬃciency

Grow Firm,
Grow Talent

We invite you to learn more by visiting andeswealth.com and contact us to book a demo.
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