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The challenge

Objections are a part of every advisor’s working
life. Even highly successful advisors with strong
and well-developed client relationships are likely
to encounter them. Clients may not only question
specific recommendations, but also the advisor’s
role, fees and other aspects of their practice.

This can be especially true for advisors who have
adopted a consultative approach to their practice
and encourage an open dialogue with clients.
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The opportunity

Addressing client objections in a smart,
thoughtful and proactive way lets your clients
know that you understand and share their
concerns. The important thing is to see the
objection not as a disagreement but as an
opportunity to deepen your relationship by
enhancing your mutual understanding of the
client’s needs. An up-front, straightforward
approach to addressing client concerns

will reinforce the value of you and your
practice and should help you in retaining
and attracting assets.
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How Legg
Mason can help

On the following pages, you'll find ideas to
address many types of client objections

— both those you are likely to hear at the
onset of a new relationship and throughout
the relationship. Overcoming Objections is
one of many resources available from
Legg Mason to help you manage your
practice, evaluate your service offering

and formulate a strong value proposition.
For information about other modules, con-
tact your Legg Mason sales representative.

For broker/dealer use only. Not for use with the public.
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Getting past objections

The tone you set when you begin working with a client will determine the

tenor of the conversations you have with them later on.Taking an up-front

approach and anticipating their concerns can help reduce the number of

objections you receive. However, even your most trusted clients may at some

time have objections — some that you are prepared to address, and others

that may require careful thought.

To successfully move past objections, treat
them not as a “hard” obstacles but rather as
“soft” concerns that signal a need for further
clarification, explanation or assurance. The
following approach will allow you to explore,
validate and clarify different types of concerns
so that you can ensure that your client is fully
informed and comfortable with your role and
the value you deliver.

Clarify objections. Ensure that you have un-
derstood the objection clearly by clarifying it.
For example, if a client expressed an objection
about not being able to hire money managers
directly, you would restate the objection by
saying, “So, if | understand you correctly, you
would prefer to manage your own investments
at this time?”

Validate the client’s position. Let them know
you understand and empathize with the concern
by validating it. If a client says he or she prefers
to manage investments themselves, you can
validate that point by saying, “I can understand
how you would prefer to do that. Can you
describe your process to me?”

For broker/dealer use only. Not for use with the public.

« Maintain a two-way conversation. As you
explore your client’s objection, keep the conver-
sation interactive by using open-ended ques-
tions to ensure you fully understand the client’s
concern. For example, instead of saying, “Are
you comfortable with your own asset allocation
strategy,” ask, “Can you describe your asset
allocation strategy?” “Can you tell me about the
type of successes you have had with it?”

Answer the objection. After you feel comfort-
able that you fully understand the client’s con-
cern, you can now address it. Make sure that
your answer or explanation reverts back

to the big picture, that is, the client’s investment
strategy and goals. Using the objection from
above for example, you can say, “As part of
the fee-based process, | may be able to help
you address some of the weaknesses you've
experienced with your own strategy by helping
you map out your goals and developing an
investment strategy aligned with those goals
and your unique financial situation.”

Check in. After responding to a concern or
objection, check in to help ensure that the client
understands how your response answers his
or her own concern. An example would be,
“Does that explanation make you feel more
comfortable?”
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Types of objections

At the start of a new relationship

There's a kernel of truth in the old adage “You never
get a second chance to make a first impression.” If you
are clear from the beginning that you are comfortable
and confident talking through client questions, you set
a tone of mutual respect that is helpful if a serious ob-
jection should arise down the road.

However, the most important step to take at the start

is to explain your background, your practice, your ser-
vices and your fees by clearly articulating your value
proposition — a clear and realistic explanation of how
you run your practice and serve your clients. This dem-
onstrates your professionalism and helps to head off
any future misunderstanding about the terms of your
relationship — including your fees, your investment
management process, wealth management services,
service offering and any other services you provide.

For broker/dealer use only. Not for use with the public.

During the course of
a relationship

You should return to your value proposition
again and again during the course of your client
relationship. It provides the essential framework
for how you interact with clients, and a road
map for future discussion. Of course, it is imper-
ative that you consistently deliver on your value
proposition over time. By doing so, you build
client trust and lay the groundwork for construc-
tive discussion of client objections, such as con-
cerns regarding market performance, perfor-
mance of investments and service expectations.
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Addressing client objections

Throughout the life of the relationship with your clients, you may be presented with
a wide variety of objections.The following pages are a primer for some of the most
common client objections, with sample responses for addressing them.

Client objection: Fees

Client objection Sample responses

“I'm not comfortable » Positioning your fees to existing and prospective clients is largely a matter of articulating your
ith the ” role, investment process and service offering. One way to position your practice (and in turn, the

with the Tee. fees you charge) is as follows: “l am a wealth manager. My fee-based practice emphasizes

personal client service combined with long-term investment planning. The fees that you pay in
this relationship entitle you to the personal service that | will deliver consistently, regardless of
performance or the market environment.”

* To counter any initial objections, be up-front and forthcoming about fees. Your clients will
appreciate a comprehensive and detailed discussion of what your fee comprises. Clients will
generally not object to the fee you charge as long as you provide details of what the fee includes.

¢ As with any service, clients want to know that they are receiving value for services rendered.
¢ Discuss the topic in an environment of full disclosure.
» Say, “My fee is composed of the following services, which may include:

a. Portfolio manager compensation
b. Custody and trading of account
c. My consulting services, including:
— Goal setting
— Asset allocation (initial and ongoing)
— Establishment of, and ongoing review of, objectives
— Review and monitoring of investment vehicles
— Frequent assessment of risk tolerance
— Manager selection and monitoring
— Personalized services

- Wealth management services (i.e., business succession planning, charitable giving,
intergenerational planning, estate planning, insurance, credit and lending, etc.)

— Transparency, i.e., comprehensive communications and performance reporting
— Ongoing communication and reviews

— My expertise, as well as my team’s”

For broker/dealer use only. Not for use with the public.
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Client objection: Investment process/manager selection process

Client objection

“I'like to manage my
own investments.”

Sample responses

“Can you tell me a little more about your process? For example, do you have a buy or
sell discipline?”

“What is your asset allocation strategy?”

(After client response).” That's great. Can you tell me about some of the successes
you've experienced?”

Continue to probe the client on details of their strategy until you find a weakness in his or her
approach.Then discuss the importance of the consultative process and how it relates to helping the
client develop a customized strategy aligned to his or her goals and objectives. “As part of my
discovery process with you, | may be able to address some of the weaknesses you've experienced
with your own strategy by helping you map out your goals and objectives and developing an
investment strategy aligned with those goals and your unique financial situation.”

“How can | be sure
you're working in my
best interests when
choosing investment
managers?”

“I have no bias toward any product or portfolio manager. My job is to offer sound choices aligned
to your goals, along with my analysis and constant guidance.”

Describe in detail the due diligence process you will use to select portfolio managers. If applicable,
also reference your firm’s due diligence and research teams, including how they analyze and
provide recommendations on investments.

Articulate the criteria (including your firm’s research) you will use in continuously monitoring port-
folio managers objectively.

“I've heard ETFs are
the way to go.”

“l agree that it may be appropriate to include those investments in your portfolio. Can you tell me
what you know or understand about ETFs?”

“Are you aware that the strategies of ETFs are not designed to beat the benchmark, only match it?
Furthermore, | do not think a portfolio composed of index funds may be suitable, based on your
risk tolerance and objectives.”

“The strategies of ETFs may or may not be appropriate for your portfolio, depending on your
goals, time horizon and risk tolerance. | will work with you to develop a customized investment
strategy — which may or may not include ETFs — that meets your needs and objectives.”

Important note: Always consider client objections carefully before responding to any objections, in case there is indeed
a legitimate reason for their objection(s). Please consult with your firm's Compliance Department or manager before
using any investment tools or materials, to ensure they are approved for use with clients.
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Client objection

Sample responses

“I can directly hire
my own money
managers.”

¢ If appropriate, address minimums required to work directly with managers.

“l conduct a thorough due diligence process to select and evaluate investment managers, e.g.,
monitoring performance relative to peers or industry benchmark. My firm conducts an additional
due diligence process as well.”

Focus on your value. “My role is to work with you to help you set goals and develop a customized
investment strategy that will lead you toward those goals; when you work directly with managers,
you would not have access to my services.”

“Selecting the appropriate investment managers and vehicles is an important part of the consulta-
tive process, but so is the development of a customized asset allocation strategy, divided among
various asset classes suited for your objectives, risk tolerance and time horizon (e.g., stocks,
bonds, cash and alternative investments).”

“l already have
accessto
professional money
managers through
mutual fund
investments.”

“That may be true. However, the difference is that when you work with me, | offer you a compre-
hensive, customized investment strategy tailored to all of your personal goals and objectives.

| can also work with your tax professional to construct an investment portfolio that may allow for
tax management flexibility." Also, with a fee-based account, you not only have access to a wide
range of investments (such as separately managed accounts, alternatives, exchange-traded
funds and individual securities, in addition to mutual funds), but you also receive more detailed
information on your account performance, trading activity, asset mix and the value of your
investments, as well as the progress you are making toward your goals. This information (some
of which you may already receive from your mutual fund company) is communicated to you
through quarterly performance reports, online portfolio information, monthly investment com-
mentaries and other communications.”

“l'am invested in
a variety of mutual
funds that meet
my goals and
objectives.”

“As your financial advisor, | can go one step further and review your overall portfolio, your goals,
time horizon and risk tolerance. In fact, as part of the goal-setting process, | will work with you

to uncover your short- and long-term financial goals to develop a single, customized investment
strategy — which may or may not include mutual funds — that aligns with those goals”

' Please see back cover for important tax information.
For broker/dealer use only. Not for use with the public.



Client objection: Planning process

Client objection

Sample responses

“In your proposal, you
indicate that | should
reduce my holding in
my company stock.

| am loyal to my
company and | think
it would not look
good to reduce

my holding in my
company stock.”

« If you use portfolio analytic tools as part of your planning process, take the opportunity to
educate your client on the benefits of diversification in reaching stated goals using stories from
recent headlines (i.e., Bear Stearns, Lehman Brothers) to explain this.*

“Based on the probability analysis we have provided to you, we strongly recommend that you
reduce your allocation to your company’s stock in order for you to successfully reach the goals
you have set for your retirement (or other financial goal(s)). While | respect and understand the
loyalty you have for your company, | am concerned that if you do not adjust your holding, you
may not reach your goals and/or you may take on more risk than | think you are comfortable with.
A properly diversified portfolio may provide you with lower risk and volatility while helping you
achieve your goals.”

*Please note that diversification does not assure a profit or protect against a loss.

“I'am uncomfortable
with the allocation
you propose for my
retirement assets.

| don'tthink itis
aggressive enough
to reach the goals

| have set for

my retirement.”

Use this opportunity to discuss your client’s tolerance for risk. A portfolio with a high allocation
to more aggressive investments carries more risk than your client may be comfortable with. If
you used portfolio analytic tools, this is also a good time to show different scenarios based on a
portfolio composed of a higher allocation of “aggressive” assets.

“Based on the allocation | propose, you will be in a good position to reach your goals with a level
of risk with which | am confident you will be comfortable.”

Reopen a dialogue about risk tolerance by asking the following questions:
— If your account was to drop 20% in value due to market fluctuations, would you: a) buy
more; b) hold; c) sell?

— If your account was to drop 50% in value due to market fluctuations, would you: a) buy
more; b) hold: c) sell?

“l'am uncomfortable
with the allocation
to equities/fixed
income/cash/other
investments that you
propose | include in
my portfolio.”

For broker/dealer use only.
Not for use with the public.
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“What specifically about the proposed asset allocation concerns you? Do you object to the per-
centage of your portfolio that is in equities? Do you object to the percentage of your portfolio that
is in fixed income, cash and other investments?”

— If the client is concerned about the allocation to equities (for instance, they may be con-
cerned about market performance, and the risks), say: “While | understand your concern
regarding the proposed allocation to equities, in order for you to reach your specified
goals for retirement, you need to have a certain portion of your portfolio invested in stocks.
Research has shown that an allocation to equities can be effective in obtaining long-term
goals. Furthermore, the proposed allocation to equities is in line with your risk tolerance””

— If a client is concerned about the allocation to fixed income (for instance, they may not think
they need an allocation to fixed income), say: “An allocation to fixed income not only can
help you attain your goals, but can also help reduce overall portfolio volatility. Based on
your risk tolerance, this reduced volatility should make you more comfortable during certain
periods of market turbulence.”

* Please note that you should have a thorough understanding of your client’s goals and risk toler-
ance before recommending investments. Your clients should also have an understanding of the
associated risks of all proposed investments before investing. Please also remind clients that of
course, past performance is no guarantee of future results.

+ Some of your clients may have concerns related to certain social issues. Gain an understanding of
these issues before you propose an asset allocation strategy.



Client objection: Planning process (continued)

Client objection Sample responses

"|V|y children will re- “Tell me more about that. What would happen if for some reason they didn’t get a scholarship?

. . Even with a scholarship, there may be costs associated with higher education, such as books, fees

ceive a SChOIarShlp to and housing expenses. There are options, such as 529 college savings plans, that may help fund

college. | do not need those expenses and provide you with tax benefits with certain restrictions.”

to plan .fOI' their hlghe"r Important note: When discussing 529 college savings plans with clients, please make sure that

education expenses. they carefully consider a plan’s investment objectives, risks, charges and expenses before invest-
ing. Please also provide them with a copy of the plan’s Program Disclosure Statement, which
contains more information that should be read carefully before investing. Before investing, your
clients should also consider whether their or their beneficiary’s home state offers a 529 plan that
provides state tax benefits and other benefits only available to investments in that plan.

Client objection: Market performance

Client objection Sample responses

“It's during periods of market volatility that | earn your trust and demonstrate my value. In ad-
dition to helping make sense of what is going on, | will help you manage your expectations and
keep your investment strategy on track.”

“I don't want to pay
fees when I've lost
money.”

Stress the importance of client reviews. Say, “In addition to reassessing your goals, we'll go over
your investment performance and ensure that your investment strategy is appropriately aligned
with your goals and objectives.”

“One of the most important aspects of developing a customized investment strategy is the ability
to modify or adapt it at any time. In fact, my role is to help you stay informed and make recom-
mended adjustments to your program, if necessary.”

Put performance in perspective. Say, “An important part of the consulting process is setting goals
and objectives...when we go through the process of setting your goals, you'll find that it is about
more than just seeking maximum performance. It is about establishing a strategy that will help
you achieve your goals — be they long-term in nature or shorter-term.”

“The market has been ¢ Focus on your value as well as the value of the process, “Whether markets go up or down, my
. d | don” role as your financial advisor is to provide consistent value to you by developing an investment
going aown. 1 aon t strategy that will help lead you to your goals and objectives and keep your strategy on track

think this is a good throughout all types of markets.”

time to transition “The manner in which we structure your portfolio, select investment managers and investment
to a fee-based vehicles, and tailor asset allocation is designed to help you potentially ride out the market’s
rough periods.”

relationship.”

For broker/dealer use only. Not for use with the public.
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Client objection: Product/manager performance

Client objection Sample responses

“The market is doing “With a professionally managed investment, there may be periods when your
b f investments may underperform the ‘market.’ What are important are the goals

well, ut some o my you have set for yourself — those goals are the benchmarks on which you should

investments are remain focused. Based on your benchmark, | remain confident that your invest-

underperforming." ments are providing you with the performance you need to achieve your goals.”

Use the opportunity to reiterate the investment strategy you have developed, the
managers and vehicles you have chosen, and the rationales for those choices.Then

“I'have heard that xyz

pl’OdUCt offers better discuss the product they are asking about and why it does not fit in the strategy or
returns/more interna- what you have chosen instead.

tional exposure/less « “Based on the investment strategy we constructed, | do not think that product
volatile returns than the would be suitable for you”

product | am presently + Reasons could be:

invested in. Can you ex- — Too volatile or not aggressive enough to help client achieve stated long-

plain why you have me term goals

invested in this product
and not xyz product?”

— Too much exposure in a particular asset class or sector

Client objection: Service expectations

Client objection Sample responses

“When | call regard- “While | make every effort to be available to my clients each time they call, that is
. . lh not always possible. | am supported by a highly credentialed team that shares my
Inga questlon ave, deep level of commitment to you!”

| dont always get to
speak directly to you.”

"

"Why do | have to get With some investments (e.g., mutual funds), you generally cannot control the
" amount of paperwork and communications your clients will receive. Before this is

so much paperwork? raised as an objection, you should discuss with your client the types of paperwork
and communications involved. However, there will be times when your clients ob-
ject to the amount of paperwork and communications they receive — either from
you, your firm, or the money manager(s) they have invested with. Your clients will
appreciate providing clear answers to their objections/concerns. Your firm’s Com-
pliance Department and product specialists may also be a resource as it relates to
these types of objections.You should also make sure you are familiar with the pa-
perless (i.e., online) delivery options available to your clients.

For example:

“As a mutual fund shareholder, you are legally required to receive shareholder reports
semiannually in addition to any communications — such as a change in a portfolio man-
ager or a change in the fund’s investment strategy — from the mutual fund company.”

“Qur firm is required to send you a copy of a privacy notice each time they make a

For broker/dealer use only. change to their privacy policy, or annually, whatever comes first””
Not for use with the public.



Action steps

. Select a process for addressing ©
Use the guidelines and chart pro
refer to them to develop your ow

. Refine your approach by practicing
with other advisors or professional
Solicit feedback. A

. Rehearse and perfect your approac ‘
prepared to use it during client meet

If you have any questions about developin ;
your value proposition, please call the
Legg Mason Sales Desk or your Legg
Mason Sales Director.

For broker/dealer use only. Not for use with the public.
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The Advisor Partnership Program (TAPP)
Our Experience. Your Potential.

The Advisor Partnership Program (TAPP)® is Legg Mason’s landmark
value-added offering, featuring a wide range of multidimensional workshops

and seminars that empower financial advisors to build successful practices

and educate their clients. TAPP delivers value in four areas of importance to
advisors: their business, their knowledge, their skills, and their clients. Business
Development showcases real-life insights into practice management; Retirement
offers a wide array of resources for advisors focused on retirement plan business;
Professional Development presents sophisticated and innovative techniques to
sharpen individual skills; Investor Education provides resources that help advisors
to inform and educate their clients.

Call us Visit us Follow us
800-544-7835 www.leggmason.com www.twitter.com/leggmason

All investments involve risk, including possible loss of principal amount invested. There is no guarantee that investment objections
will be achieved. Investors should carefully consider their objective(s), risk tolerance and time horizon before investing.

This material is provided on an informational basis only and should not be construed as a solicitation for any specific Legg
Mason product or service. All discussion of asset allocation and/or portfolio diversification reflects general principles and does
not represent a recommendation for specific action. Diversification does not necessarily ensure a profit or protect against a
loss, and its impact on portfolio risk, if any, depends on the specific mix of assets held within the portfolio.

Important tax information

Legg Mason, Inc., its affiliates and its employees are not in the business of providing asset allocation, tax or legal advice to taxpayers.
These materials and any tax-related statements are not intended or written to be used, and cannot be used or relied upon, by any
such taxpayer for the purpose of avoiding tax penalties. Tax-related statements, if any, may have been written in connection with the

“promotion or marketing” of the transaction(s) or matter(s) addressed by these materials, to the extent allowed by applicable law. Any
such taxpayer should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor.

The Advisor Partnership Program (TAPP)® and Our Experience. Your Potential® are registered trademarks of Legg Mason Investor
Services, LLC.

© 2012 Legg Mason Investor Services, LLC. Member FINRA, SIPC. Legg Mason Investor Services, LLC is a subsidiary of Legg Mason, Inc.
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