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Your lifestyle should determine who you go to for financial advice

HAVING a pood wealth strategy Is all about
planning. Bul in seeking out the help of a
professional financial planner, how do you
know whao to go with, and who Lo avoid? Is an
adviser aligned to the wealth arm of a major
bank or insurance company better or worse
than a stand-alone financial planner, and s a
planner who calis him or bersell independent
really totally independent when most derjve
their income from product commissions?

There are no easy answers and, when it all comes down
to it, finding the “*right™ financial planner 18 not such a
simple tash

This perhaps partly explains why seven out of 10
Australians don'l use one, according Lo research recently
commissioned by the Financial Planning Association of
Australia (FPA)

A recent report by the Industry Supéerannuation
Network (1SN} found 84 per cent of people wanted
stromger laws requiring financial planners to act in their
chients® best interests, and only 16 per cent believed
advisers were acting in their best interests,

Urider law, planners mus! disclose the commissions
they receive after recommending products to dients

Hewever, at the moment they don't have to disclose if
theey @re receiving company kick-backs, such ss discounied
margin losns

"“This research demonsirates what has been described
s structural ecrruption is endemic in the financial advice
industry, which is driven by sales commissions, and is
creating widespread cynicism among the general public,™
ISN executive manager David Whiteley savs

The 158N iz also concerned that only 22 per cent of
respondents suid they had negotiated a fee with their
planner and that 17 per cent did not know hew much they
were paying for advice.

Marinis Financial Group principal Theo Marinis agrees
the industry has a bad name

““We're not much better than used-var salesmen in a lot

of people’s eves, and that’s just purely
Because of the way we're remuneraled,” he
SAYH

| think many people in the industry
forget that the principal focus needs to be
the client, that we should do things that are
right for the client

*It shouldn™t be, what can my platform
do for me? It should be, what can | do for
the client. and everything elee Oows from there™

Yet, amid allegations of conflicts of interest, particularly
aroursd remuneration and commission structures, both the
fiimcial planning industry and the federal Government
have done a lot in recent years to Hghten the operating
standards for advisers

Legislation under the Financal Services Reform At has
raisedl the bar for educational qualifications and improved
the: fow of information from advisers Lo investors

FPA chief executive Jo-Anne Bloch won'™t comment on
the 1SN research, but says her association’s own lndings
are miles apart from it

“1f you actually interviewed clients of financial planners
vou'll find firstly that they are extremely satisfied with
their advice,”" she says

USomething like 95 per eent, depending on which
survey you're talking about, feel in better control of their
finances and they feel much belter prepared for
retirement.””

Australians with & close relationship o a financial
planner are more likely to have diverse investments

The FPA says those with an onpoing relationship hold,
an averape, 18 investment classes

The number drops 1o 3.3 for those with an eccasional
relatbonship; three for these who no longer use a financil
planner, and 21 dasses for people who have never used a
planner,

Regpular use of Minancial planners increases with age,
with 56 per cent of those aged 55 vears and older making
“ongoing'™ use of a one,
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COngoing and eocasional users of planners have a higher
imcomee, with about 47 per cent eaming $70,0000 and over,
compared with 2U per cent of those who have never used
a planner.

O the 30 per cent of Australians who use a financial
planner, 13 per cent have an ongoing relationship and 17
per cent use a financial planner occasionally, when there
is something to discuss

According to the Investment and Financial Services
Association ([FSA), fees and the method of paving the
planner are of little concern to most dients, with more
than two-thirds comfortable with the way they pay their
adviser

““The FPA's ;msill.nl! on remuneration & that consum
s should be affered a choboe 82 per cenl of our
members offer bath fees and commissions as a choice"
Bloch says

“As long as the adviser and the dienl determine the
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remuneration, as long as that remuneration 15 absolutely
chear and transparent, and as long as in the cose of a trail
commission it can be switched off if you no longer have a
linancial planner, then we don’t see that there's a problem
with comnussion.™

She sdds that fees must be split between advice and
commission, making it straight forward to the client (o see
whatl they are actually paying for their advice, as apposed
to in the past where it was all wrapped up as one
percentage. Il just makes it really clear and really
Iransparent ™'

Marinis says that at the end of the day, if he can show
s clients that be can make them money, then they™ll pay
for the service he provides.

“Some planners are looking at deals with their
dealership and deals with their platform provider, and the
client is the secondary consideration™ he says

“When it comes to charging when it comes to the

PLANNERS IN THE DOCK

Financial Planning Association Complaints and Discipline Report
taneiany 2007 toMarch 2008

vice andd ommissing, bamake it clear b cHenly whid they ave s0tuslhy paving for theds advice

Westpoint  General Tokal
Members imvestigated 14 116 130
Imvestizations clased & 12 T8
Imvestigations ongaing ] Al 52
Members suspended by disciplinary committee 1 2 3
Members expellad by disciplinary committes 1 1
Members suspended under FRA tegulations 2 F:
Meimbers egielled under FPA regulations 1 1 3
Othar sanctions 4 [
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Firrom: s Esumeg
recommendatiens we make, when it comes to the advice
we give them, you don't see the clienl a5 a cash cow

*You've gol a position of power, knowledge that they
haven't got — you don't abuse the power but use it 1o
henefit them.*

In searching for a financial planner, it's important to
check out first that they are properly hoensed, which 15 a
requirement under law, as well as their professional
qualifications

The FPA requires ils members to adhere lo a stricl code
of ethics and rules of professional conduct, over and above
what is required by law. FPA planners must also undertake
continuing professional development

CFP certification is e global symbol of excellence in
financial planning. The CFF mark &5 awarded to
individuals who have gone beyond the competency, ethics
and professional practice standards required of other FPA
practitioner members. It is your money, o it’s reasonable
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CHECKLIST

Tips for choosing a planner:

ASK a friend to recommend a financial planner
WRITE down your investment goals beforehand
CHECK the planner*s qualiflcations and experience
BE prepared to ask them questions

CHECK their fees and commissions structure

when seeing a planner for the fnit Gme that vou ask them
aboul their experience. IF thiey have only been a planner
for a short period, ask if your proposal will be reviewed by
a more experenced adviser

Also, check if the planner specalises i a certain aren,
such ay retirement planning, and whether they will be
implementing the plan or referring it elsewhere

And ask them if their main investmment focus 8 on lax
minimization, such as through managed nvestment
schemes, or whether your plan will be centred around the
creation of longer-term weilth,

Every person has different circumstances, so it's
important your planner’s approach is in tune with your
lifestyle and needs

Because vou are shanng confidential information with
vour planner, you alse need to feel that vou can establish
a relatianship of trust

Your financial planmer reeds 1o be open, well-informed,
professional and  pood listener. Based on the information
vaou provide, the planner will produce a statement of
advice outlining your current position and recommending
a strategy for achleving vour goals

A key Factor is getting the planmer to sstimate the cost
of their advice based on the work vou are asking for and
the options for paying

The planner musl, by law, let a client know all the costs
and sources of potential Income to them arising from the
financial pan, mcloding commissions paid from the
financial products being recommended

It's adso important 1o ask how much the planner will
charge for ongoing reviews and how often they will be
conducted

You should ask at the begmning what happens if you
don't want to accepl the planner’s advice, at what stage
yvou become chiged to make o payment; and what
happens should you want to terminate the planner's
SErvices

TFSA chief exeoutive Richard Gilbert says that financial
planness *add tremendows valise For investors in terms of
carefully mssessing an investor’s financial croumstances
and by providing guidance, discipline and planning
strateghes to build wealth™

“The key to successful investing is discipline and just as
some people need a Atness coach to motivale them and get
them into a tailored training regime, a financial planner
will help get vour savings regime into shape and on track,
s0 that people can reach adeguacy m terms of retiremend
and other savings goals,"™ he says.

“People are maore likely (o seek professional financial
adwice as they approach retirement, but engaging with &
planner at the front-end of vour working life will help vou
gain both knowledge and confidence when preparing a
disciplined savings strategy.”

Ciillbert says an average couple retiving today will reeed
somewhere in Lhe vicimity of 5500040 a year (o bead &
comfortable lifestyvle in retirement.

“Sa by sitting down with a finandal planner, plotting
your likely retirement date on o calendar and working
backwards to today, you can both agree on a savings
strategy that can help you reach a level of retirement
mcome that is considered adeqguale™
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