Why ethical financial advice matters more than
ever

Money and trust have always gone hand in hand. But when someone sits down with a financial
advisor, they are often looking for more than just product recommendations. They want
guidance that puts their own interests first. That is where the idea of ethical financial advice
becomes central. It is not about selling a particular investment or hitting a quota. It is about
building a plan that fits the person across the table.

Many people still assume that all financial advisors work the same way. In reality, the structure
behind the advice can vary wildly. Some advisors earn commissions from the products they
recommend, which can create subtle pressure to steer clients toward those options. Others
operate on a fee-only basis, where the client pays directly for the plan and the
recommendations. That distinction matters because it shapes the kind of advice a person
receives.

Ethical financial advice rests on a simple principle: the advisor's recommendation should be

the best one for the client, regardless of how the advisor gets paid. When that principle holds,
the conversation stays focused on goals, risk tolerance, and long-term outcomes. When it
slips, the conversation can drift toward what generates the highest payout for the firm.

What makes advice truly ethical

Ethics in financial planning is not just about avoiding fraud or misrepresentation. It is about
creating an environment where the client can be confident that their needs come first. That
means full disclosure of fees, conflicts of interest, and any limitations on the products or
strategies being considered.

A few key elements separate ethical financial advice from the rest:

e Transparency around compensation. The client should know exactly how the advisor
is paid, whether that is through fees, commissions, or a combination.

e A fiduciary standard. This legally requires the advisor to act in the client's best
interest, not just offer products that are "suitable."

¢ 0Ongoing education for the advisor. The financial world changes, and ethical advice
keeps up with new research, tax laws, and investment options.

e Clear documentation of the plan and the reasoning behind each recommendation.

e A willingness to say no when a product or strategy does not truly serve the client's
situation.
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These elements are not always easy to find. Many advisors operate under a suitability
standard, which only requires that a recommendation be reasonable given the client's
circumstances. That sounds fine in theory, but it leaves room for products that generate higher
commissions even if they are not the best fit. A fiduciary standard closes that gap.

Why the sales pressure problem persists

The financial services industry has long struggled with the tension between selling products
and giving unbiased advice. Large firms often set revenue targets for their advisors, and those
targets can influence the recommendations that reach the client. Even well-meaning advisors
may find themselves recommending a high-fee fund or an insurance policy that pays well,
simply because their firm's structure rewards that behavior.

This is not a new problem. For decades, consumers have relied on word of mouth and
professional designations to find trustworthy advisors. But designations alone do not
guarantee ethical behavior. Some certifications require the holder to follow a fiduciary
standard, while others do not. It takes effort on the client's part to understand what the letters
after an advisor's name actually mean.

That is why the shift toward advice-only planning has gained traction. In this model, the advisor
charges a flat fee or a percentage of assets under management, and does not sell any
products. The client pays for the plan itself, not for any particular investment or insurance
policy. That removes the incentive to recommend one product over another and allows the
advisor to focus purely on what works for the client.

Steven Fox has been a vocal advocate for this approach, working to help advisors transition
away from sales-based compensation and toward a model built on trust and expertise. The
goal is not simply to change how advisors get paid, but to change the relationship itself. When
a client knows their advisor is not earning a commission on the recommendation, they can ask
harder questions and expect honest answers.

How to recognize ethical financial advice

For someone looking for a financial planner, the first step is understanding what to ask. A few
straightforward questions can reveal a lot about how an advisor operates:

e "How are you compensated for your work with me?"
e "Doyou act as a fiduciary at all times?"

e "Can you provide a written list of all fees and costs associated with your
recommendations?”



e "Do you have any business relationships that could influence the products you
suggest?"

These questions should be answered clearly and without hesitation. If the advisor seems
evasive or points to fine print, that is a red flag. Ethical financial advice does not hide behind
complexity. It is presented in plain language, with the client's understanding as the priority.

It also helps to look at the advisor's professional history. Have they been subject to any
regulatory actions or complaints? That information is often available through state securities
regulators or the Financial Industry Regulatory Authority's BrokerCheck database. A clean
record does not guarantee ethical behavior, but it is a reasonable starting point.

Why this matters for long-term planning

Financial planning is not a one-time event. It is an ongoing process that involves regular check-
ins, adjustments for life changes, and a long view of the markets and the economy. If the
foundation of that relationship is built on trust, the client can weather market downturns
without second-guessing every recommendation. If the foundation is shaky, even a good plan
can fall apart when the client starts to wonder whose interests are really being served.

Ethical financial advice matters because it allows the client to focus on what they can control:
their spending, their savings rate, their risk management, and their long-term goals. When the
advisor is aligned with those goals, the plan becomes a tool for the client's life, not a vehicle for
the advisor's commission.

That alignment is especially important during times of market volatility or personal upheaval. A
client who trusts their advisor is more likely to stay the course during a downturn, rather than
panic and sell at the worst possible moment. That discipline can make a significant difference
in long-term outcomes.

The road ahead for advice-only planning

The advice-only movement is still relatively small, but it is growing. More advisors are
recognizing that the old sales-driven model creates conflicts that erode trust over time. Clients,
too, are becoming more informed and more willing to ask tough questions about how their
advisor gets paid.

Technology has also played a role. Online tools and robo-advisors have made basic financial
planning accessible at a low cost, which puts pressure on human advisors to deliver value
beyond what a computer can offer. That value often comes in the form of judgment, behavioral
coaching, and the kind of personalized guidance that only comes from a relationship built on
trust.



But technology alone cannot replace the ethical judgment of a skilled advisor. A robo-advisor
can build a diversified portfolio based on a risk questionnaire, but it cannot help a client decide
whether to pay off debt or invest, or how to balance retirement savings with a child's college
tuition. Those decisions require a nuanced understanding of the client's values and
circumstances. That is where ethical financial advice truly shines.

For advisors who want to move in this direction, the transition involves changing not just their
compensation model but their entire mindset. It means learning to communicate value in
terms of the plan itself, rather than the products inside it. It means being comfortable with a
client who says no to a recommendation, because the goal is not the sale but the outcome.

For clients, the rise of advice-only planning means more options and better clarity. It means
they can shop for a financial planner the same way they would shop for a lawyer or an
accountant: by looking for expertise, transparency, and a fee structure that aligns with the work
being done.

In the end, the best financial advice is the kind that leaves the client feeling informed,
respected, and in control. That does not happen by accident. It happens when the advisor
chooses to put the client's interests first, and the client knows it.



