
Human Performance Acceleration
Using Behavioral Insights Since 2001



dnabehavior.com

Financial DNA
Behaviorally SMART KYC Compliance



Managing the Growing Regulatory Compliance Avalanche 
Behavioral Management Grows Relationships and Minimizes 

Risk

Client Protection, Engagement,
Experience andRetention - 23% 
Revenue Uplift

Costly Complaints andLitigation –
99.75% InvestorSuitability



The Financial DNA Discovery Process Holistic 
Client-Centered KYC Methodology



Compliant KYC Discovery Process Incorporating 
Financial DNA Measurement



Changing the Know Your Client Paradigm with a 
Behavioral Finance Platform Using Financial DNA



The Compliance Strength of Financial DNA 
Evaluated as the Platinum Standard of KYC

The Regulators globally adopt a principles-based approach to compliance and do not prescribe 
specific tools and methodologies. 

Notwithstanding, Financial DNA meets the guidelines of the following regulators as a “fit for 
purpose” and “best practices” process for KYC and Investor Suitability: 

USA – FINRA, SEC 
Canada – OSC 
UK-FCA 
Netherlands - AFM 
Australia – ASIC 

In addition, the Finance and Technology Research Center in the UK gave Financial DNA a “5 Star” 
Rating in 2012 for its psychometric strength. 



About the Financial DNA Solution 
The World’s Most Holistic Know Your Client 

Behavioral Discovery



Financial DNA® = Financial Personality 
Multi-Dimensional Behavioral Discovery



The Traditional Risk Profiling Methodologies 
Leave you in the Dark in Key Areas



The Power of Implementing Financial DNA From 40% 
Advisor Accuracy to 99.75% Investor Suitability



Our Complete Financial DNA Discovery 
Process for Wealth Mentors

Four Separate Online Discovery Steps for Customizing Life Long Financial Planning Experiences



Financial DNA Discovery Process 
Deliverables Implemented in Stages



THE PROCESS FOR USING
FINANCIAL DNA
INSIGHTS IN
CLIENT CENTERED
GOALS-BASED
PLANNING
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Quicker and 91% More Reliable Method to 
Predict Reactions to Market / Life Events

DNA Natural Behavior
– 46 Questions
(10 to 12 Mins)

Completed by each individual
client (both spouses 
participate



Dynamic Monitoring of Suitable Recommendations

Using Financial DNA Natural Behavior Starting Point



Process for Advisors Using Financial DNA Insights 
Impacting Every Phase of the Financial Planning Process



New Client Onboarding Process for

Enhancing Engagement and Deepening Discover
Client Onboarding

1. Every client to complete Financial DNA Natural Behavior 
Discovery (taking 10 to 12minutes) after an introductory meeting,
butbefore the financial planning process commences.

2. Report discussed with the client during theplanning process and 
plan tailored to client’s decision-making style, risk , goals and
financial capacity.

Annual Review and Transitions

Initially complete FDNA Natural Behavior Discovery one time only.
However, reports arereferenced in every interaction through the
client lifecycle.

Additional Quality Life and Financial PersonalityDiscovery steps
available to know the client at adeeper level.



DNA Advice and Compliance Process

How is the Financial DNA Discovery Process Used?
Compliance Phases of Advice Process
After the Risk Profile is known using Financial DNA, the advisor 
prepares a plan and IPS for further discussion and client sign-off. The 
factors considered in making recommendations are documented.

Client online
completion of the
FDNA Natural
Behavior Discovery
Processand gets 
report Optional:
Financial Personality
Discovery

Advisor reviews 
clientFDNA reports
and prepares for 
discovery meeting
knowing howto 
adapt his/her
biases

Advisor discusses the
FDNA Report in the
discovery meeting in
context of client needs, 
wants, goals, financial
capacity, riskprofile and
experiences. Simulate
emotions using Market
Mood.

DNA data integrated to
CRMand Financial
Planning Softwarefor 
monitoring all
communications and 
processes, and to 
provide exception
reporting for mis-
aligned actions

Annual Review: Client
online completion of 
the FDNA Financial
Personality Discovery
Process to compare
natural behavior
against situational and 
behavioral changes.
Update IPS



Client Onboarding:

Deployment of the Financial DNA Reports

CDNA Customized 
Meeting Guide
(1 page) for advisor 
to engage the client 
on their terms

FDNA Summary
Report
(6 pages) for advisor and 
client to identify decision-
making style,biases and
risk

Financial Talent DNA
Report
(1 page) for pinpointing 
the client interview to 10 
key behavioral insights; or
Comparison Talent DNA
Report
(1 page) for Couples

DNA Behavioral 
Management Guide 
for the advisor to 
adapt their style in 
behaviorally 
managing the client

Behavioral IPS
to align financial 
personality to the 
plan

Additional FDNA 
Discovery Processes: 
Quality Life Financial 
Personality



Financial DNA Natural Behavior Discovery

Reporting for Clients and Advisors

The client receives the Financial DNA Natural Behavior Summary Report (6 
pages) - Key behavioral insights on the clients natural approach to the 
financial planning process.

The advisor uses the Behavioral Management Guide comparing themselves 
to the client and to help them guide the advisory process

1. Additional: Financial Talent DNA Report (1 page) – 10
Performance Success and Risk Factors to focus the
client discussion

2. Additional: Financial Talent DNA Comparison Report –
Highlighting couple differences

3. Alternative Option: Financial DNA Investment Risk
Report (3 pages) addressing investment risk only



DNA Behavioral Management Guide Report

Helps Advisors Guide Clients to the Right Solutions

Report provides:
1. Behavioral differences between client and advisor
2. Guidance for the advisor to adapt their style to the client
3. Financial behavior biases and risk reporting
4. Client engagement meeting process and questions – relationship, financialand

investment behaviors
5. Behavioral IPS – aligning goals, financial capacity and risk-taking behaviors



Financial DNA Natural Behavior Unique Style Matrix

Including Risk, Behavioral Biases, Communication Style



How Advisors are Accessing Financial DNA®                              
In All Phases of the Financial Planning Process



FINANCIAL DNA 
DISCOVERY

FIT FOR PURPOSE 
FINANCIAL 
PERSONALITY 
INSIGHTS
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The Definition of Financial DNA® 

The 2 Levels of a Person’s Financial Personality

Every person inherently has a unique Financial DNA® code representing their 

financial personality.  The financial personality influences every life and financial 

decision a person makes, and has 2 levels which are integrated:

1. The natural born DNA behavioral style that remains stable over time and will 

drive how they consistently respond to different events; and 

2. Their current learned behavioral style which is consistently shaped by their 

environment, life experiences, values and education. 



Your Financial Personality Brain
The Drivers of Imperfect Decision-Making



Re-Positioning the Discovery Starting Point to

Natural DNA Hard Wired Behavior



Risk Profile Construction Utilizing the Right Data

Operational Best Practices



Suitability Requires Consideration of Many Risk Factors

The Key Elements of Financial DNA Risk Profile Discovery



Financial Planning Insights

Key Behaviors to Navigate in the Planning Process



Risk Propensity vs Risk Tolerance

The Advisors Nightmare



Client’s Natural Behavior Portfolio Risk Group

Based on Risk Propensity and Risk Tolerance



Building the Plan and IPS – Summary of Clients
Selected Portfolio Risk Aligned to Goals, Capacity



Building a Behavior Centered Portfolio with the Client

Mutually Agreeing the Overall Risk Profile
Approach: 1. Do not set the Risk Profile higher than the Risk Need (to achieve the goals).

2. Build the portfolio within +/- 1 Grouping of the Natural Behavior Portfolio Risk Profile

Group as it reflects the long term “go to” default behavior. Subject to:
(i)Review the client’s Risk Need (to achieve goals) and Risk Capacity (financial ability) (ii)The client’s Learned Risk Behavior Motivations
(experiences, education, environment)



Investment Portfolio Risk Reward Analysis

The Risk Need Group Level to Achieve Client’s Goals



Investment Portfolio Risk Reward Analysis

Risk Capacity Group Level Aligned to Financial Ability



Potential Learned Risk Behavior Motivations

Factors Influencing Client’s Risk Profile Level



Goals Based Behavioral Portfolio Design

A Strategic Approach Based on Needs and Wants



Goals-Based Behavioral Portfolio Design

Strategy Allocation



Specific Measurement of Each Behavioral Bias

Insights for Behaviorally Managing Client Decisions



How Will You Manage Client Risk Composure 
(Emotions)? In every Interaction, Annual Review and 

Market Volatility



Power Real Time Client Behavioral Management Use 
the Market Mood™ to Simulate Risk Composure



Market Mood Firm Dashboard

for Building a Market Volatility Plan



Optional: Financial Personality Discovery Annually

Aligning Natural and Learned Behavior



The 5 Key Financial Performance Areas

Application for Decision-Making Improvement



Behavioral Investment Policy Statement

Updated for Material Goal and Portfolio Changes

1. Formalized agreement between advisor and client ofthe established 
investment objectives, horizons, process, policies and agreed mandate for 
investing aportfolio.

2. Includes an asset allocation based on the investor’s financial personality,
buckets of Quality Life goals andoverall Risk Profile.

3. Protection against spur of the moment emotionaldecisions based on short
term market events.



Asset Allocation Determined by Firm Based on

Country, Client Goals, Capacity, Risk Profile, Policies



Communication DNA Reports
Connect to the Client in the First Meeting

1-Page Communication DNA Consumer Report

• Immediately available to the client
• Provides insights to communication preferences and learning 
style

1- Page Customized Meeting Guide Report

• Overlays advisor’s style with client’s style
• Provides insights for advisor to customize the meeting experience

Additional enterprise reports are available for firm use.



Optional: Quality Life Discovery Annually

For Purpose Based Planning and Annual Goal Review



Optional: Quality Life Planning Process
For Clients in Transition



THE 
SCIENTIFIC 
FOUNDATION 
OF
FINANCIAL 
DNA
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The Financial DNA Design Starting with Natural Behavior 
Discovery Key Assessment Principles Followed for Valid 

Input to Suitability
Design objective was to establish each individual investor’s stable long-term preferences for taking risk versus returns, 
but recognize short term emotions, by:

1. Firstly, identifying the natural “hard-wired” behavior using a validated Forced-Choice Scoring Model completed by 
each investor, with singular and non-situational phrases
2. Secondly, identifying the influences of learned behavior by using a separate Likert Scoring Model completed by each 
investor with specific situational questions.

In addition ensuring:

1. Separate measurement of each subjective risk profile element and objective elements impacting investment 
objectives
2. Removing the need for a person to have knowledge of finance and investing, and current market conditions 
(situational bias)
3. Not requiring the person to perform computations and reasoning
4. Not linking past decisions with optimal future actions
5. Not relying on perceptions of the markets and future beliefs
6. Avoiding social context questions which may not be honestly answered



The Science Behind the Financial DNA Systems



Independent Validation of

Financial DNA Natural Behavior Discovery
1. The Financial DNA Natural Behavior Assessment is

comprised of 46 sets of threenon-situational items
(pairs of phrases) thatrelate to one of the 8 factors 
using a forcedchoice rating (most like, least like).
methodology. A total of 138 rating items.

2. Independent validation work using established 
psychometric methodologies performed by industrial
psychologists fromGeorgia Tech University, and other
independent psychologists with a total of more than
100 years relevant experience.

3. The responses to the 46 questions (138 rating
items) produce 2,349,060 scoringcombinations.

4. The number of unique report T Score
combinations is:
3,704,945,600,000,000,512,144,136.

Additional validation research informationcan
be provided on request



Independent Validation Process

The Psychometric Measurement Methodologies
1. The Financial DNA Natural Behavior Assessment is comprised of 46 sets of three non-situationalitems (pairs of 

phrases) that relate to one of the 8 factors using a forced choice rating (most like,least like) methodology. A total 
of 138 rating items. The “forced choice” rating system is used because it is independently proven to provide the
most reliable prediction of behavior.

2. The pairs of phrases used in the assessment were determined by experienced subject matter experts on the DNA 
Behavior Research team, and independent validation work performed by industrial psychologists from Georgia Tech
University, and other independent psychologists with atotal of more than 100 years relevant experience.

3. A Confirmatory Factor Analysis determined a 97.10% positive correlation of the items to the 8primary factors
and 24 sub-factors.

4. Exploratory Factor Analyses were conducted on the factors and sub-factors to provide on whichitems related to
one another to build the structure of the factors.

5. Convergent Validity of each of the factors was determined by correlation against the Financial DNA Path 6 factor
conceptually relating to it. Each of the correlations were considered statisticallysignificant with absolute values over 
.70 using the Pearson Correlation Methodology . This meansthat there is a 95% chance that the correlation is not
random.

6. Cronbach’s alpha co-efficient was used to assess the internal consistency of each factor. For each factor other than
Pioneer all alpha co-efficients were above .80 which is considered excellentin terms of reliability.

7. The sample of data was taken and analyzed over 3-to-8-year time to determine repeatability andconsistency 
which is important for determining natural predictive behaviors. The data base is continuously reviewed for
accuracy.



Financial DNA Enhances the Behavioral Discovery Model
Using More Robust Methodologies



Risk Profile Formats

The Flaws of Traditional Risk Profile Formats



Forced Choice Questions Leading to Predictive Measurement

Making a Subjective Process More Objective
Choose “Most Like” you and “Least Like” you from each triad of words

Measurement strengths for long term reliability and predictability in different marketcycles:

1. Non-situational phrases that consistently measure specific ingrained behaviors andautomatic
biases over long periods

2. Easy to understand – low chance of misinterpretation
3. Very difficult to “game” the assessment



Traditional Situational Questions

Leading to Inconsistent Measurement

Long term predictability and reliability issues:
1. Responses change depending on situation and market events
2. Difficult to interpret and requires education
3. Strengths (risk tolerance) likely to be overstated and strugglesunderstated 

by 1 standard deviation



Financial Personality Discovery Construction

Specific Situational Risk Tolerance Questions

The Financial Personality Discovery has been developed with 29 “best of breed”situational based 
questions and scoring model which specifically assess for the client’s current short-term risk propensity,
risk tolerance and loss aversion:

1. Financial knowledge and experience – if high, can accept more risk and lessemotional with losses
2. Acceptance of income volatility in fluctuating markets

3. Self-assessment of willingness to take risk
4. Loss aversion in down markets based on a reference point – initial amountinvested and changes in the

values of invested assets
5. Emotional response to risk – willingness to reflect on information and employan analytic process

6. Financial awareness of the consequences of risk: risk-reward trade-off

7. Response to investment volatility in the past
8. Ability to accept risk within context of different portfolio structures andinstruments
9. Attitude to taking on debt and paying it off



For more information about DNA Behavior:

Contact:                                           
DNA Behavior
5901 Peachtree Dunwoody Rd
Suite A375
Atlanta, GA 30328
(866) 791-8992

inquiries@dnabehavior.com
www.dnabehavior.com

Contact Us
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