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Anyone who has ever watched the TV
show Monk, knows it is a jungle out
there — a jungle of scary things that
can get you at any time. | sometimes
think Monk, before he became an
obsessive-compulsive detective, worked
as a securities regulator. So here is
the bad news, the bad news and the
good news.

Bad news: | believe this is the most
highly regulated industry in the
history of the planet. That means
there are a lot of places where you
can fall into traps, completely
unwittingly. The penalties can be
painful and humiliating.

More bad news: the regulatory
environment is not going to get any
better for financial advisors. In fact,

it will continue to become more complex
and difficult to do business.

The Good news (at last!): It is much
easier to keep clients happy than you
think. In fact new advisors are in a
particularly good position. If you start out
with a few good habits, you could have a
long and happy career without investors
filing a complaint.

Follow my 7-step process and it will not
only make your regulatory life easier
and safer, it will help you close more
business, t00.

7 Rules for New (and Experienced) Advisors

1. Meet expectations and manage them.

One of my big shocks in testing out our
new sales process was the answer
investors gave me to this question: What
do you expect of me as your financial
advisor? Surprisingly, they wanted a level
of service way beyond our business
model. In fact, they wanted me to
personally call them any time the market
ticked up, ticked down or there was news
about any of their investments! There
was no way | could possibly meet this
expectation. Fortunately, the right time to
discover this is at the beginning of the
relationship - not later when the client is
unhappy you haven't called them every
week and is looking for a new advisor, or
worse, a new attorney.

Here is how | handled this situation: |
explained how we worked and the level of
service we provided. | also told them they
would be invited to one personal meeting
and to 4 seminars per year and were free
to call us at any time they had questions.
However, if they wanted more service than
that, | would be happy to provide it at
$350 per hour. Needless to say, | had no
takers - but we were all on the same page
from the beginning.

Takeaway: At the beginning of each

engagement ask these questions:

= What do you expect of me as your
financial advisor?

= What needs to happen for you to be
wildly happy with our relationship?

2. Document, document, document.

| have seen numerous cases where the
financial advisor should have been toast,
but was saved with good documentation.
In one case, the financial advisor had no
record of written file notes or letters to
and from the unhappy investor. However,
she did have the most detailed phone log
| have ever seen. It covered every single
phone conversation she had with the
client over the years — it was_at least 20
pages long, and it saved her bacon — the
arbitrators decided in her favor.

In another case the financial advisor had
put a single, retired widower into a series
of limited partnerships, which all went
under. In fact, the widower invested all of
his savings in these limited partnerships
and lost every dime. Once again, the
facts looked like the advisor was going to
take a big fall and have to cough up
significant dollars to settle the case.

However, when the advisor took the stand
and testified in front of the arbitrators, he
pulled out his detailed notes and
explained how they had planned to
manage the risk of each and every
investment and why each one was
suitable and appropriate at the time of
purchase. The advisor was exonerated
and the case dismissed — all based on
good file notes.

Takeaway: Document every phone call
and every interaction you have with your
clients and prospects. Whenever possible
send clients the copies of your notes. At
the time of making any recommendation
to buy, sell or hold an investment make
sure your notes include why the
recommendation was suitable and
appropriate at the time.

3. Choose clients carefully.

One of the biggest defense solutions is to
not take on problem cases in the first
place. | got a call a few years ago from a
nationally known advisor who had a client
that was holding the advisor hostage for a
large settlement. The advisor says to me:
“Katherine, | should never taken him on in
the first place - he was an alcoholic and
compulsive gambler!” Needless to say,
nothing the advisor could do would ever
satisfy this type of client.

Another advisor approached me after a
speech to tell me he was currently being
sued by a client. He said, “l should have
seen all the signs at the beginning. The
client came to me in the first place
because he had received a large
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