Super dupers: Beware of dealers posing as financial advisers

IT is almost a year since federal
Treasurer Peter Costello said, after
delivering the federal budget in which
he announced several simplification
measures t0 superannuation laws,
“‘you don’t need a financial adviser to
get into superannuation®’.

Why then is there unprecedented
demand for financial advisers?

Figures presented at a.conference of
superannuation funds in Queensland
this week indicated that planner num-
bers need to increase by 20 per cent
from the current 16,000 to cope with
demand.

Richard Gilbert, the chief executive
of the Investment and Financial Ser-
vices Association, told the conference
that his contacts with the major dealer
groups repeatedly reveal that they need
more planners than are available.

Gilbert estimates that about 1 million
people actually looking for advice are
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not going to get it. In short, super
obviously isn’t as simple as it should be
but, more importantly, why is the
advice needed for super monies still
being bundled with general investment
advice?

And why do industry leaders such as
Gilbert and Financial Planning Asso-
ciation chief executive Jo-Anne Bloch
have to repeatedly remind their mem-
bers about the importance of giving
appropriate and quality advice?

The Government may have made
superannuation the optimum savings
vehicle for almost every age group —

which is why large numbers of people
are and should be taking an interest in
their retirement nest egg — but it is
compulsory.

For many, that minimum 9 per cent
a year slice of their wage that is being
taken out and collectively pooled for
investment purposes will be their only
savings.

That money should not be treated in
the same way as a person’s everyday
savings and any advice a person does
receive in relation to superannuation
should be subject to a higher duty of
care, Perhaps now is the time to restrict
use of the word “‘adviser” to the paid
adviser, where there are no commis-
sions.

Dealers should have to reveal them-
selves as such and be prevented from
using the word ““advice” with clients.

Under the current licensing regime
for financial advisers it’s hard to see

how that can happen when anyone
with a financial services licence can
receive a commission every time they
recommend a certain investment prod-
uct. Anyone can call themselves “‘ad-
viser”’ even though all they may. be
doing is selling someone’s product.
Furthermore, it can be called advice
provided they disclose how their re-
muneration is calculated in what is
often a lengthy and complex document.

 Slowly, advisers are starting to speak
out against the current system and take
their own stand against a complex web
of commissions, rebates, profit shares
and bonuses.

An independent firm, Strategy First
Financial Planning, which wanted to
highlight the conflict of interest in-
volved in the rebates paid to planners
and dealer groups when a client’s
money was directed to certain fund
managers, recently directed $10,000 in

potential rebates to the Leukaemia
Foundation.
Director David Price; who charges a

- fee-for his advice, believes that while

the “leaders of the industry” seem to
want change, few are willing to publicly
speak against the conflicts of interest
that exist as a result of the industry’s
history and structure,

Philip Carman, a director and princi~

‘pal adviser of Personal Asset Services,

is another disgruntled investment ad-
viser (who charges fee for service
except in circumstances where receiv-
ing a commission is the only way a
client can afford his advice) who has
been railing against the conflicts for
some time.

" “You simply can’t have a regime in
place where people who are being
forced to save also bave to pay
commissions,”” says Carman. ‘‘Funda-
mentally, commissions are wrong-

headed and are a destructive force in
what needs to be a business built on

trust and mutual benefit to the provider -

and receiver,” he says.

One way to get rid of commissions is
to change the licensing regime.

Distinguishing between an adviser
licence and a dealer licence would help.
'The holder of an adviser’s licence could
be restricted to fee-for-service, leaving
them to build a business which perhaps
focused on the long-term gains of
investment, including making good use
of the super environment. A dealer’s
licence would allow commissions to be
taken from third-party product pro-
viders — which may be the optimum
way for some people to build wealth.

To illustrate the distinction Carman
suggests replacing the word ‘“finan-
cial’” with, say, “‘antique”.

¢‘An antique dealer sells antiques —
whereas an antigues adviser would be

expected to be impartial and to not sell
antiques but instead, to accompany you
when you purchased them and advise
on whether the price/quality was fair.
The same should apply to financial
services but, in effect, the opposite is
the case,” he says.

The greatest free kick the financial
advice industry got was when compul-
sory super was introduced by prime
minister Paul Keating almost 15 years
ago. No wonder advisers like Carman
call him the patron saint of the adviser
industry.

With tens of billions of dollars
flowing into the system annually,
people who have no choice but to hand
over the money they work hard for
need to know they are getting the best
possible outcome for their retirement
— which includes greater protection
against potential conflicts of interest.
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