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 Stricter rules on advisers should concern investors 

 

 
 

The White House and Wall 

Street currently disagree on 

financial regulatory standards 

for retirement accounts. If you 

pay for investment advice, there 

are some new proposals that 

may affect you and here is why 

you should care. 

 

Stricter rules may be coming for 

those who make investment 

recommendations. Currently 

there are two standards; the 

suitability standard applies to 

broker-dealers while the 

fiduciary standard applies to 

Registered Investment Advisors 

and ERISA-appointed 

fiduciaries of retirement 

accounts. 

 

The suitability standard requires 

that brokers make suitable 

recommendations based on the 

client’s financial profile, needs, 

objectives and risk tolerance. 

The compensation is often 

commission or a combination of 

fee and commission, commonly 

referred to as fee-based. 

 

The fiduciary standard requires 

investment advisors to put their 

clients’ interest above their 

own. They have a duty of 

loyalty and care and must avoid 

conflicts of interest. A fiduciary 

works for a fee and is usually 

called a fee-only advisor. In the 

interest full-disclosure, I am a 

fee-only advisor. 

 

The regulators differ. The 

Securities and Exchange 

Commission (SEC) is the 

federal regulator for the 

brokerage industry. The 

Investment Adviser Act of 1940 

regulates advisors along with 

the SEC or the state. The 

Department of Labor (DOL) 

regulates private retirement 

accounts and has recently 

proposed to protect investors 

with a fiduciary rule.  

 

Why should you care about 

these standards? President 

Obama recently endorsed the 

DOL plan citing conflicted 

investment advice and high 

fees. Before you roll your 

company retirement plan into an 

IRA, ask questions. You 

wouldn’t buy a car without 

asking about the features and 

the price; don’t buy financial 

advice or financial products 

without asking questions about 

all of the fees and services. 

  

Will you pay a flat fee, a 

percentage of assets, a 

commission or a combination of 

a fee and commission? Fund 

companies and insurance 

companies can pay 

commissions; ask about 

withdrawal surrender charges 

and penalties. Fees may also be 

tax deductible. 

 

Everyone deserves to be paid 

for their services. 

Commissioned brokers may be 

appropriate for some investors, 

especially small accounts. Fee-

only advisors often have 

minimums. The fee-based 

model of both commission and 

fees has a place, too. 

 

Watch the debate as the SEC 

and DOL attempt to change the 

regulatory standards to improve 

transparency and safeguard 

investors. Meanwhile, it’s 

caveat emptor. 

 
Mary Ellen Baldwin, CFP® is an 

independent, fee-only registered 

investment advisor at Baldwin and 

Associates, located in Indian 

Harbour Beach. You can contact 

her at 321-428-4555 or 

Mary@MEBaldwin.com. Send 

your financial questions to 

Business@floridatoday.com. 

 

mailto:Mary@MEBaldwin.com
mailto:Business@floridatoday.com

