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In 2019, WisdomTree conducted a significant study on the perceptions and applications of

third-party model portfolios.1 We interviewed thousands of advisors and individual

investors across the country.

Shortly after, global equity markets began to crash thanks to the panic caused by the

COVID-19 pandemic. We were interested in seeing if this market crash impacted the

insights we had learned from the study. So we went back a few months later and re-

interviewed the study participants.

We found the coronavirus crash of 2020 had varying degrees of influence on the attitudes

of individual investors toward advisors and financial advice. We’ll refer to the period

before the crash as “pre-volatility” and compare it to the “post-volatility” period

after the initial crash.2

Let’s examine the study’s findings regarding the individual investors and the key

takeaways advisors should consider implementing in their practices today.

How did the coronavirus crash of 2020 impact investors’ behaviors and         

perspectives on risk?

We found that how often investors checked their portfolios’ performance did not increase

significantly post-volatility. Perhaps more importantly, we found that investor

satisfaction with the frequency of interactions with their advisors increased

significantly post-volatility.

We also discovered that there were no major shifts in risk tolerance.

Across the generations, we saw minor shifts here and there, but perhaps surprisingly,

more Boomers considered themselves “moderately aggressive” post-volatility, and fewer

Gen Xers and Millennials considered themselves to have “conservative” risk tolerances.

Additionally, the number of investors who agreed they could tolerate fluctuations

without selling increased post-volatility.

If My Investments Lose Money over the Course of a Year, I Can Easily Resist the

Temptation to Sell
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Overall, investors in our study generally stayed the course during the market crash, in

part due to increased communication with their advisors and reassurance about their

long-term investment strategies.

Key takeaways for financial advisors:

Providing clients and prospects with useful content that helps them become better

informed investors can be a smart way to build a mutually beneficial relationship.

Access our weekly market commentary on demand and share with your clients.

WisdomTree’s Behavioral Finance Assessment Tool can help you to more deeply

understand clients’ financial preferences and tendencies and support your clients’

confidence in achieving their long-term financial goals.

How did the coronavirus crash of 2020 impact investors’ perception of advisors          

leveraging third-party expertise?

The pandemic increased investors’ appreciation of third-party models and the benefits

associated with them.

Pre-volatility, 86% of investors believed an advisor utilizing third-party model

portfolios is “absolutely acceptable.”3 Consider that post-volatility:

90% of consumers welcomed third-party model portfolios (versus 86% pre-volatility),

including 83% of Boomers.

70% of investors believed that using models will have a positive impact on their

overall portfolio (versus 63% pre-volatility).

68% of investors believed that financial advisors using third-party models are

providing a more sophisticated asset allocation approach backed by the extensive

research and technology of an asset manager’s team (versus 63% pre-volatility).

Interestingly, the importance investors put on advisors having a proven track record of

performance decreased post-volatility.

Key takeaways for financial advisors:

Investors view their advisor as the expert in the relationship. They expect the

advisor to leverage technology, resources and third-party expertise to provide them

with the best investment options.

The pandemic noticeably increased investors’ appreciation of third-party models and

the benefits associated with them.

Start your due diligence on WisdomTree’s Model Portfolio Investment Committee and

reference An Advisor’s Guide to Rolling out Model Portfolios in their Practice 
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How did the coronavirus crash of 2020 impact investors’ needs and expectations?

Volatility or not, investors still see financial advisors as critical to their success,

and they value the expertise advisors bring.

In fact, when we asked about the benefits of working with an advisor, both pre- and

post-volatility, clients identified financial expertise and advice as the number one

benefit.

Perhaps unsurprisingly, clients put more emphasis post-volatility on responsiveness—both

in making investment changes and in communications. The importance investors put on

their advisor’s ability to shift things quickly if needed jumped by nearly 20%. And the

importance clients place on advisors being responsive with communications and services

also jumped nearly 20% post-volatility.

Another notable uptick was in the importance clients placed on advisors having the

resources and support of a well-known firm—another nod to the appreciation of third-

party models.

We also reviewed what clients “need” from their advisors.

Maslow’s hierarchy of needs serves as a basis for understanding human motivations.4 It

can also be adapted and applied to consumer interactions and to an investor’s needs, as

seen below in the Advisor Value Pyramid. This illustrates the value clients put on the

products and services advisors offer.

Based on our research, investors value elements at each level of the pyramid. As you

might expect, when we compared these “needs” pre- and post-volatility, investors had a

much stronger need for the life-changing value of “keeps me motivated that I will reach

my financial goal.”

Key takeaways for financial advisors:

Advisors leveraging third-party model portfolios and the vast expertise model

portfolio providers bring can help them meet their clients’ functional needs,

providing them with the time to deliver the emotional and lifechanging

services clients value most.

Develop a models-based communication framework with WisdomTree. We provide frequent

and easy to understand communication on the markets and our Model Portfolios. Some

of the content can be customized and white-labeled by you so that you can share it

with your clients. 

Summing up, individual investors’ perceptions and expectations of financial advice and

the advisors they work with has evolved since the coronavirus crash of 2020.

With ever-growing uncertainty in financial markets, the global banking system and geo-

politics—these insights are highly relevant to the challenges advisors face today.
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Communicating with clients has always been important. Volatility and the pandemic have

only increased this importance. Investors don’t need their financial advisors to know

all of the answers, but they need to know that their advisors are there for them, and

they need reassurance about their long-term investment strategies.

Advisors, WisdomTree can help you better communicate with your clients about your value,

their investments and what’s going on in the markets. Fill out the form below if

interested in learning more.

 

1 WisdomTree’s Models Research Initiative maintained a +/-2.3% margin of error among

consumer investors across generations and a +/-6.2% error rate among financial advisors.

A mixed methodology was applied that included a robust base of more than 2,000

constituents in the models’ value chain, as well as in-depth interviews and online

panel-based conversations that were conducted on the topic. Interviews were conducted

10/16/19–11/19/19 and 5/1/20–7/21/20.

2 Interviews conducted 10/16/19–11/19/19 referred to as “pre-volatility” and 5/1/20–

7/21/20 referred to as “post-volatility.”

3 WisdomTree Research Study 2020

4 Maslow’s hierarchy of needs is a motivational theory in psychology comprising a five-

tier model of human needs, often depicted as hierarchical levels within a pyramid.

Important Risks Related to This Article

For financial advisors: WisdomTree Model Portfolio information is designed to be used

by financial advisors solely as an educational resource, along with other potential

resources advisors may consider, in providing services to their end clients.

WisdomTree’s Model Portfolios and related content are for information only and are not

intended to provide, and should not be relied on for, tax, legal, accounting, investment

or financial planning advice by WisdomTree, nor should any WisdomTree Model Portfolio

information be considered or relied upon as investment advice or as a recommendation

from WisdomTree, including regarding the use or suitability of any WisdomTree Model

Portfolio, any particular security or any particular strategy.

For retail investors:   WisdomTree’s Model Portfolios are not intended to constitute

investment advice or investment recommendations from WisdomTree. Your investment advisor

may or may not implement WisdomTree’s Model Portfolios in your account. The performance

of your account may differ from the performance shown for a variety of reasons,

including but not limited to: your investment advisor, and not WisdomTree, is

responsible for implementing trades in the accounts; differences in market conditions;

client-imposed investment restrictions; the timing of client investments and

withdrawals; fees payable; and/or other factors. WisdomTree is not responsible for

determining the suitability or appropriateness of a strategy based on WisdomTree’s Model

Portfolios. WisdomTree does not have investment discretion and does not place trade

orders for your account. This material has been created by WisdomTree, and the

information included herein has not been verified by your investment advisor and may

differ from information provided by your investment advisor. WisdomTree does not

undertake to provide impartial investment advice or give advice in a fiduciary capacity.

Further, WisdomTree receives revenue in the form of advisory fees for our exchange-

traded Funds and management fees for our collective investment trusts.

 

Related Content

Portfolio & Growth Solutions Info Session

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany
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this blog.

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Volatility : A measure of the dispersion of actual returns around a particular average

level.&nbsp.
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