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n M a rtin is a n a ttorne y with O ’Donne ll,W e iss & M a tte i,P.C.,a nd a ne wspa pe r
istforThe M e rc ury,whic h g a ve pe rm ission forthisa rtic le to b e re printe d .
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Ag ing inve storsa nd c onflic ts
fora d visors

oone d ispute sthe fa c ttha tsig nific a ntnum b e rsofourpopula tiona re g row ing old e r,a sthe Ba b y
m ove into the ne xtpha se ofthe irlive s.M ore a nd m ore pe ople a re looking to re tire from the ir

e m ploym e nt,m a yb e to c ontinue to work pa rt-tim e outofne c e ssityore ve n d e sire .H ow e ve r,a s
la tion a g e s,the re isinc re a se d risk ofc og nitive d e c line whic h c a n pre se nta d ile m m a forfina nc ia l

.

e c e ntly,the W hite H ouse Counc il ofEc onom ic Ad visors re le a se d in Fe b rua ry “The Effe c ts of
d Inve stm e nt Ad vic e on Re tire m e nt Sa ving s”
hite house .g ov/site s/d e fa ult/file s/d oc s/c e a _c oi_re port_fina l.pd f). This re port foc use s on
ntsa ving s,spe c ific a lly IRA a c c ounts. Butitb ring s outsom e m uc h la rg e rissue s. M ostm id d le
e ric a ns a re ill e quippe d to a c t a s the ir ow n inve stm e nt a d visors. M ost pe ople turn to
na ls to a ssistthe m in c hoosing a n inve stm e ntstra te g y tha tsuits the m . Itis like ly tha tm a ny
na la d visorsa re w orking forthe irc lie ntsin the b e stwa ypossib le .H ow e ve r,a spe ople a g e ,the y
und e rsta nd fully a ll tha tthe profe ssiona l is offe ring . M ore ove r,“fina nc ia l a d vise rs a re ofte n
a te d throug h fe e sa nd c om m issionstha td e pe nd upon the irc lie nts’a c tions. Such fee structures

acute conflicts of interest: the best recommendation for the saver might not be the best
ndation for the advisor’s bottom line [e m pha sisa d d e d ].

ne suc h a re a Ie nc ounte rfrom tim e to tim e in m ypra c tic e isthe sa le ofina ppropria te a nnuitie s.
ity isa fina nc ia lprod uc ttha tislike life insura nc e in re ve rse : you pa y a pre m ium a nd g e tyour
a c k ove rtim e with inte re ste a rne d a d d e d . Annuitie sa re use d in m a ny situa tionsa nd c onte xts,
b e a g ood inve stm e nt stra te g y for m a ny. Annuitie s c om e in m a ny form s with d iffe re nt

ntg oa ls.Tosim plify,the re a re tw om a intype s,d e fe rre d a nd im m e d ia te .H ow m uc h inte re stone
pe nd sonthe inve stm e nttype a nd the c lie nt’sne e d s.The c om m issionforthe a d visorisofte ntie d
pe .During the Gre a tRe c e ssion,m a nya nnuitie sinc re a se d in va lue fa ste rtha n othe rinve stm e nts
e g ua ra nte e ofinte re sta d d e d .

he prob le m c om e sin whe n old e rinve storsa re a pproa c he d a b outd e fe rre d a nnuitie sa nd d o not
nd the im plic a tionsfrom inve sting in suc h a ve hic le .Forinsta nc e ,a c ouple in the ir80’sw hoa re
d to inve st$100,000 in a d e fe rre d ,va ria b le a nnuity m ig htnotund e rsta nd the im plic a tions of
inve stm e nt. In g e ne ra l,the se inve stm e nts a re nota va ila b le forw ithd ra wa lfor10 ye a rs a fte r

w ithouta la rg e surre nd e rpe na lty e xc e ptforsom e se ta m ounta fte ra c e rta in pe riod oftim e .It
ha tone orb oth ofthe c ouple ne e d slong te rm c a re w ithin tha t10 ye a rpe riod a nd isuna b le to
c e ss the m one y. Itm a y b e the inve stm e nta d visord oe s notfully und e rsta nd the im plic a tions
a nd d oe snote xpla in itto the c lie ntso tha tthe y und e rsta nd . Also,the c lie ntm a y a lre a d y ha ve
g nitive d e c line a nd re lie s upon the profe ssiona lto c hoose the b e stprod uc t. Ag a in the c onflic t
twe e na nold e rinve storw ith possib le he a lth issue sa nd the a d visor’sb ottom line .

his is a d ile m m a tha t w ill not b e solve d e a sily. Profe ssiona l inve stm e nt pe rsonne l should
the m se lve s on the long te rm e ffe c ts of the ir inve stm e nt a d vic e w e ig hing it a g a inst the
a tion a nd c og nitive sha rpne ssofthe irc lie nts.Inve storsne e d to tryto und e rsta nd the prod uc ts

a re b uying , pe rha ps ta king a truste d fa m ily m e m b e r into c onfid e nc e to b e sure tha t the y
nd ing fullyb e fore b uying .
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