THE PRICE GROUP

EVERYONE NEEDS A WEALTH COACH

What Is A Fiduciary?

What is a fiduciary? It is a word that is thrown around a lot. A fiduciary is an advocate for their clients
and acts in the best interest of the client at all times.

While advisors who work at a brokerage firm may attempt to act as a fiduciary and make decisions for
the clients’ best interest, the very nature of working for a big brokerage firm often makes it impossible
for them to do so.

What are the specific differences between those who can serve as a “true” fiduciary and those who
cannot? Here are five key characteristics to consider:

1. Putting the Client First

Advisors at brokerage firms serve as “product advocates” for their firm, limited to the technology,
products and platform approved by their firms. Whereas independent advisors serve as “client
advocates,” where the advisor looks for the best solution to serve their clients’ needs.

Example: At a brokerage firm, clients can be forced to use the bank’s money market fund. Because
there is no competition, these money market funds typically pay much lower interest rates than other
3 party money market funds. Why? This is a very profitable strategy for the bank. Independent
advisors have the ability to “shop” for the highest yielding money market fund to increase the yield on
a client’s cash balance.

2. Transparency, Transparency, Transparency

With an independent firm, the cost structure is simple and transparent. At a brokerage firm, there can
be many different ways that the advisor makes money... whether that be commissions, fees from
investment products, cross selling other services, misc. charges or something else. Independence
facilitates transparency and improves the service model and the client’s ability to understand what they
are paying.

Example: Knick-knack fees. Everyone hates them. Brokerage firms are becoming more comfortable
charging knick-knack fees as a “backdoor” way of increasing revenue. An independent advisor has the
ability to avoid them completely or absorb the cost for the client. The independent cost structure within
the independent space is more simple and straightforward.
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3. Unbiased Advice

Unlike the brokerage firms, independent advisors who are providing advice through a Registered
Investment Advisor (RIA) are not paid by 3™ party investment companies. Their compensation structure
is more transparent. The best interest of the client is better aligned with the advisor in the independent
space.

Example: There are two equity mutual funds. Fund #1 has more risk and a lower historic return
compared to Fund #2. Based on research, it appears that Fund #2 is the better investment for the client.
However, Fund #1 pays the advisor more than Fund #2 by means of a commission paid directly from
the mutual fund company. At a brokerage firm, the advisor would have to choose between these two
options. An independent advisor who is giving advice through a RIA does not have this conflict of
interest because he/she is not compensated by 3™ party investment companies.

4. Cookie Cutter vs. Custom

Large brokerage firms are now forced to manage to the lowest common denominator. Because of this,
many advisors at brokerage firms are “encouraged” to have their clients invest in a pre-built cookie-
cutter portfolio. While this might not be what is best for the client, it provides efficiency and scale.
Independent firms are smaller and more nimble. Because of this, they have more flexibility to build
custom portfolios which suit the needs of the client.

Example: Many brokerage firms have advisors label their client as “conservative”, “moderate”, or
“growth”. They have to fit into one of these boxes. What if a client needs to have extra cash held for a
future tax payment? What if a client feels more comfortable with dividend paying stocks than the
predetermined stock mix of the portfolio? What if a client is not comfortable with an allocation to
international equities? An independent advisor has the ability to build a custom portfolio to suit the
client’s needs.

5. The Cross Selling Conundrum

Many brokerage firms have “encouraged” advisors to have clients utilize other services of the bank
and/or brokerage firm. This puts the advisor is an uncomfortable position because they could possibly
receive a bonus based on successfully “selling” another bank service to a client. Or the brokerage firm
might reduce the advisors compensation if they do not sell other bank products.

Example: A brokerage firm advisor could be encouraged to open at least 5 lines of credit for clients
this year. If he is successful, there will be a bonus for him at the end of the year. An independent advisor
has no one telling him/her what to do with clients. They are attempting to do what is best for clients at
all times. If a line of credit is needed, an independent advisor has access to that service but has no
reason to “push” that service on a client.
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A Stark Contrast
While there are good men and women who care for clients while working at a brokerage firm, they are

unable to be a “true” fiduciary. Ultimately, a fiduciary always operates with the clients’ best interest by
striving to eliminate conflicts of interest.

Is your advisor a fiduciary?

Any opinions are those of Randy Price and Matt Price and not necessarily those of RJFS or Raymond James. The information contained in this report does not purport
to be a complete description of the securities, markets, or developments referred to in this material. There is no assurance any of the trends mentioned will continue or
forecasts will occur. The information has been obtained from sources considered to be reliable, but Raymond James does not guarantee that the foregoing material is
accurate or complete. Any information is not a complete summary or statement of all available data necessary for making an investment decision and does not constitute
a recommendation. Investing involves risk and you may incur a profit or loss regardless of strategy selected. An investment in a money market fund is not insured by
the Federal Deposit Insurance Corporation (FDIC) or any other government agency. Although the fund seeks to preserve the value of your investment at $1.00 per
share, it is possible to lose money by investing in the fund. A securities-based line of credit may not be suitable for all clients. The proceeds from a

Securities based Line of Credit cannot be used to purchase or carry margin securities. Borrowing on securities based lending products and using securities as collateral
may involve a high degree of risk. Market conditions can magnify any potential for loss. If the market turns against the client, he or she may be required to deposit
additional securities and/or cash in the account(s) or pay down the loan. The securities in the pledged account(s) may be sold to meet the collateral call, and the firm can
sell the client's securities without contacting them. The interest rates charged are determined by the market value of pledged assets and Capital Access.
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