
number years ago, my wife
Joanie had a medical condition
that was serious but not life-
threatening, yet did affect our

ability to have children.  
One doctor recommended a new

treatment using medication
to treat the problem.  The
second doctor, a surgeon,
recommended surgery.
The surgeon was adamant
about his solution and was
highly critical of his
colleague’s recommendation
of medication. 

We became increasingly
uncomfortable with the sur-
geon’s recommendation.
Why?  Because he was paid
to do surgery and that was
his cause to push. 

If we took his advice and
accepted his solution, he would profit financial-
ly.  In other words, he had a potential conflict
of interest.  Or, in our case, the surgeon may
have known only of solutions within his realm
of expertise. 

We ended up getting unbiased advice from
University Hospital and, consequently, Joanie
controls her condition with medication and we
have two beautiful children. 

Obviously, most surgeons are solid. But
like money managers, some are poor,
many are average and some are excellent.
Regardless, getting a second or third opinion
can be worthwhile.

Broker consultants and financial planners
who accept commissions also have a
conflict of interest. 

How tainted is advice when the solutions
drive compensation?  Many brokers and 
planners offer quality advice, but serving two
masters is corrupting. 

Many products do not pay sales commis-
sions.  If they do, they should be used to
offset custody or even the cost of consulting,
but should not be additional compensation to
the advisers. 

When an investment adviser offers a “free”
financial plan or review, be highly skeptical.
You can bet the plan will result in commis-
sions.  When was the last time your CPA
offered a “free” tax return?  Investment advice
should be no different.

Recently, some of investment consultants
who work with institutions have been criticized
for recommending investment managers who
also buy their services.  The managers pay to
attend the consultant’s conferences or may pay
for “marketing” advice from that consultant.  

Many of these consulting firms have solid
research and give quality advice, but like the
surgeon, their clients should question their
motives.  In fact, we’ve talked to many man-
agers who believe they must “pay to play’ with
many consultants.

Perhaps a firewall exists between services.
However, if a manager believes he must sub-
scribe to other services from the consulting
firm in order to get institutional clients, then a
conflict exists.

Perhaps the surgeon was honest and not
conflicted by his recommendation, or the
broker by his commission, or the consultant by
manager compensation. 

The key for an investor is to understand the
conflicts of interest and the motivation of the
investment adviser or broker.  The investor
must feel comfortable that if the adviser has
conflicts of interest, they’re still able to dis-
pense good advice.

RICHARD M. TODD is a consultant and principal of
Innovest Portfolio Solutions in Greenwood Village. Reach
him at 303-694-1900 or at richt@innovestinc.com.

Compliments of

Innovest Portfolio Solutions LLC. provides Investment consulting services to retirement plans, foundations,
endowments and wealthy individuals. We can be reached at (303) 694-1900.

Rich Todd can be emailed at richt@innovestinc.com

Understand your adviser’s motivation

A

PERSONAL
FINANCE

RICHARD
TODD

Reprinted from:

VOL. 55 NO. 32 February 27-March 4, 2004 80 PAGES $1.50



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (None)
  /CalCMYKProfile (Japan Color 2001 Coated)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
    /KabelITCbyBT-Ultra
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages false
  /ColorImageDownsampleType /Average
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Average
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Average
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


