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Act in your
clients’
interest,
not yours

here to begin? Surveys

show that most investors

don’t know what a fidu-

ciary is, let alone if their
adviser is one.

They just expect the adviser to do the
right thing. Most do, but not all.

This last week I found three examples
of advisers acting in their own interest
rather than in their client’s:

One investor held a mutual fund with
a six percent

front-end

load. That
David means the
Vomund investorlost
Market six percent
Pulse the day the

fund was pur-

chased (the

adviser made money, though).

Worse still, Morningstar gave the fund
one star out of five! In today’s slower
moving market, a load fee can erase a
year’s worth of gain, maybe more.

There is never a good reason to buy a
load fund and I'd avoid any adviser that
tries to sell them. You can see if a fund
charges a sales load at Morningstar.com.

Tn another account, the adviser bought

Lord Abbett Floating Rate Fund. This
bond fund has a one-percent sales charge
along with an outrageous 1.49 percent
annual management fee.

Combine the yearly charge with the
adviser’s fee and the investor is paying
about 2.5 percent to own a bond fund
that only yields 3.8 percent!

Finally, an elderly woman was sold an
annuity. I say she was “sold” an annuity
because no one ever buys one.

Her family was told the annuity would
provide an impressive 8.5 percent in
yearly income.

What wasn’t made clear was that part of
that return will come from the account’s
principal. The reduced account may come
as a surprise to those who will inherit it.

Adyvisers receive a hefty 5-7 percent re-
ward to sell an annuity, so they are often
included in their client’s financial plan.

I don’t mean to imply that most advis-
ers are working in their own self-interest.
The vast majority does great jobs.

There are some, however, that recom-
mend vehicles that give them the highest
rewards. Conflicts of interest inevitably
exist when an adviser has an incentive to
recommend certain securities.

Some say that conflict should be fully
disclosed. I say it shouldn’t happen.

David Vomund is an Incline Village-
based fee-only money manager.
Information is found at www.
VomundInvestments.com or by

calling 775-832-8555. Clients hold the
positions mentioned in this article. Past
performance does not guarantee future
results. Consult your financial adviser
before purchasing any security.

’



