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 There is a growing discussion in the  
industry about what to do when clients begin to act 
out of character or are reckless in their financial 
actions and decisions.  There 
can be several reasons for a 
client to begin to behave differ-
ently, and it can be especially 
frustrating and even scary for an 
investment advisor if the reason 
for the change is unknown.   
 Your clients, especially 
your older ones, are well aware 
of some of the possible symp-
toms or ailments they may encounter as they age.  
Some have planned for this and some have not, 
however they are all hoping that their money and 
investments will last beyond their need.  If you are 
concerned that a client has a diminished cognitive 
ability and they are making odd requests, at what 
point should you raise the red flag of concern? 
 Have this discussion ahead of time.  Most 
investment advisors inform their clients that any 
significant changes should be brought to the  
advisors attention:  marriage, birth of child, major 
medical incidents, need for long-term care, death 
of spouse or child, divorce, loss of job, retirement, 
etc.  This can aid the advisor in helping their clients 
determine changes in their short-and long-term 
investment needs as well as changes in cash flow 
needs, which will impact what investments are 
made based on time horizon and liquidity needs.  
What is not often discussed is what the advisor 
should do if they are concerned about the client’s 
mental facilities.  Ask your client.  Ask them while 
they are healthy.  “In the event that your requests 
begin to become contrary to your stated objectives, 
is there someone you would like for me to  

contact?”  This can give you some guidance.   
 You have a responsibility to act in your cli-
ent’s best interest and if dementia or association 

with a potential fraudster seems 
likely you need to have a plan.  A 
recent paper published in  
Investment News, “Unraveling 
Minds”, by Mason Braswell co-
vers some of the potential prob-
lems of not acting at all.  If a cli-
ent is declining mentally, and no 
action is taken, there is some 
concern in the industry of poten-

tial liability and legal action brought by clients or 
their families.  On the other hand, the client is the 
client, and it is their money/investments.  To reach 
out to a family member without previously having 
discussed this with your client could be a violation of 
privacy laws.   
 Talk with your broker-dealer and the  
custodian of the funds.  There may already be a  
procedure in place at these firms that will help to  
establish a plan for your Register Investment  
Advisory firm.  As of now, this is a best practices  
recommendation.  The North American Securities 
Administrators Association (NASAA) announced the 
formation of an advisory council on Senior Issues 
and Diminished Capacity. 
 
To view Mason Braswell’s article, click the following 
link.  http://www.investmentnews.com/
article/20141103/FEATURE/141039973  
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