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Abstract

I show that communication by fund managers to their investor clients fosters trust and
encourages these investors to bear risk. Using an institutional setting that enables causal
identification, I find that more detailed communication about risk encourages investors
to increase their holdings in the market portfolio, driving flows into the stock market. I
rule out learning about risk, returns or manager skill, and other potential explanations.
Instead, my analysis shows this communication soothes investors’ anxiety and alleviates
their effective risk aversion, consistent with the money doctors framework of Gennaioli,
Shleifer, and Vishny (2015).
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