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Risk Propensity and Marketing Strategies

for Wrap Account Customers

Jeon—Pyo Noh
Abstract

Wrap accounts are customized financial services for which investment companies and
stock brokers manage investors assets based on their preferences. The success of wrap
accounts depend upon the accurate understanding of investment risk propensity and the
proper designing of financial portfolio. To this end investment companies should
accurately measure investors investment risk propensity with calibrated measures.
There, unfortunately, exist few highly calibrated measures of investment risk
propensity. Therefore the practices of marketing strategies and customer management
often turn out to be less effective and fragile to competition.

The purposes of this present study aim to understand the investment risk propensity
of wrap accounts customers, to help classify the customers based on the degree of the
investment risk propensity, and to implement relevant marketing strategies for different
groups of customers. Based on previous studies, two hypotheses were delineated and
verified. The findings of the study should help differentiate prospective customers into
unique and accessible segments for further targeting and positioning wrap account
markets.
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