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Abstract

We show that financial advisors increase stock market participation and risk-taking. We
first exploit a regulatory change in Canada that restricted the supply of financial advisors
in all provinces except Quebec. Our estimates suggest that having a financial advisor
increased stock market participation and reduces investments in cash accounts. We also
use micro-level data on financial advisory accounts to document that the length of the
advisor-client relationship — a measure of trust — increases clients’ willingness to take
financial risk. Using exogenous shocks to advisor-client pairings as an instrument for the
relationship length, we find that clients who started with a new advisor before the 2007-
2009 financial crisis were less likely to remain invested in the stock market throughout
the crisis.



