
Market InsightsMarket Insights
Breaking news, insights and analysis to help enable informed, data-driven decision-making. www.TPFG.com

Addressing Investor Fears

There are lots of things to be afraid of in the world we live in, so don’t add yourself to that list. Meaning, most humans have an 
instinctive aversion to danger, with one of the most feared dangers being that of the unknown. We are built this way because danger 
can harm us (physically, mentally/emotionally, and financially). The human brain and adrenal system work to combat eminent 
danger with age-old reactions like fight, flight or freeze, among others. 

Look at your own financial practice and understand that an unknown fear can trigger one of the above reactions in a prospective 
investor. I’m sure you can think of a situation where you had an unexpected reaction from a prospect or client that resulted in a 
negative outcome for your business. Your ego may write off these scenarios to protect you emotionally having you thinking it was 
“their problem, not your problem”, but your ego protecting your self-image doesn’t protect your business plan. Though you may 
never know the true cause of an investor’s fears, think about how you can look inward to make your firm less stressful for an investor, 
allowing them to be more open with their thoughts and feelings.

Here are three easy things you can do to help investors overcome their fears and give you a less stressful business:

1. Be proactive, not reactive. Ask your investors what they are afraid of while using empathy (which equates to listening 
carefully to the investor without a product in your mind). Understanding their fears gives you a guide to their possible 
reactions and behaviors in certain situations which helps you to deepen the relationship.

Examples of understanding their fear and using it as a guide:

a. If your client demonstrates fear of a “lack of control”, it’s your job to help them to understand that the financial plan 
you are building together will allow them to gain more control, not less. Using respectful language and explaining 
the plan in a way that is not overwhelming may dampen their fears of “losing control”.
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b. Past negative life experiences can exacerbate fears, so if an investor tells you they’ve had assets illiquid at some point, you probably won’t want to 
suggest a product that “locks” up their money and triggers that fear for them.

2. Realize that unpredictable and volatile environments can escalate fears of the unknown. If times are stressful, don’t make yourself one of the “unknowns” that 
investors fear.

Make yourself more approachable by:

a. smiling and using non-threatening eye contact,
b. using body language that is not intimidating,
c. listening carefully and sharing your own stories when appropriate,
d. being available and accessible,
e. using language that accommodates them, not confusing jargon. 

3. Understand that investors can catastrophize the outcomes of their own decisions and their relation to unknown events. You can help to stop the investor’s 
anxiety by addressing it right away. Using a tool that can show an investor a worst-case scenario and how their investment decisions may or may not be impacted 
is key. Implementing a software such as RiskPro, allows you to demonstrate to an investor a forward-looking timeline using volatility data of their current and 
proposed investments. Allowing the investor to clearly see and understand their possible investment outcomes empowers them to make decisions 
that fit their lifestyle and aspirations while reducing anxieties caused by fear of the unknown.

Fearful investors tend to sabotage themselves when markets get volatile, so be mindful and respectful of their fears, even if you feel they are unfounded. This mindfulness 
will strengthen the relationship, keep them on track, and allow you to build a less stressful and more successful practice.
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