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VOICES FROM THE INDUSTRY
Invagion. need o be real about their shockbrokers

Mark E Maddox

Tag many inwestors vy their stackbrokers as “professonals” and nef the salsamen they usualy are. How da beokers find their
custamers? Masd garl thair diants fram cold-calling of inhefifng ascounis whan faliow brckars aava e S, Same Begkens pra pdepd
al fimding cuslomars at dhurch, the oountng cub or local SErice Ongardzations.

Ciompara Weg poial of intil contact 1o olher prolassionals wou daal with, Have you ever besn oold-calied by a doctor offaring you a
ﬂ“}:}: dua;g;ﬂtrla:t?m calongscody'? Has & lwyer ever cilad, feling you et today B the perast day bo fe that et vl
can ng

Criher professionals usualy dont gat cllants tha wey beokans do. What abeut training and education
Doctors go lo college, pius medical school, phis Seove residented and sometimes fellowshins. Lawypars atland colage plus lae pchoc

Fior your brokes, college i oplianal. A6 e noads o de &8 pees 8 Tew slandardized tesis by scoring 70 percent or betier, Then he gels
a it trsining from his fem and he'a ready ko sungsry on your nest 60 Do you wanl your reliremeant scrambled or sunny side up?

it s usaaly yory chear how muoch we ane baing charged for senvices padormed by our professionals. W all know what £ fesis lids o
get the bk fom the doclor a5 we leave the offce. The procedures are chacied off and the 1otal amount dus & desrly shown,
Ineurarsas will ba rotifed.

I yodsve aver hived 8 Bwet, you know the sHcier shock of opaning $al rmondhly bil, wsosily Hamized, reslizing that you will sFgie-
mandadly be furckng (he colksda wusion for some Lcky aliomey's ki,

Compensalion mysan?

G of the gresl mialeres of b modem warld is how your brokes ig compensabed. in coraln instances, the amownt of sl
commEson: patd io e firm ig 28t forth an 3 cenfirmation statervan] afler & IFanesction is swscuted. But ot ahways.

If you buy a variable annulty or other ralsted Iif insurance product, you dant recehve any confimmaton of Sie ttal commissions. This
amaunl @ hidden fram the insesior. Ang no braker salirg such o product (= euer going 10 dsciosn 5 1 & Tk, lnagne how
such a corwersation would go:

Braker. I'm recammeniding you put 51 milion inko his varable annuity, becaese | Fuly belisws iLis S beet thing for you. By e way, |
aheuld el you thal me ard the fimn will b making 550,000 the mament the imce oes in, snd there's no ofer product | sl
neommand Thal wouhd make me this big of a commision,”

InyBsion A you kidding ma?”

i variable annuiliss, and very few relaled ife insurance prooucts Goud ewer be sold wilh this typa of horass disdosurs

Hoaiar imsssbors baught mons than 225 billon of varable anvwifies in 2005, Few of these investors realad the oxomdant
commisstans paid o iher brokams for galing thess products. IF thay Rad, IE s kely mast would have paltely said, "o $ank wau.®

Mimosd evary broker pArpos 1 heve some spedal information, approach, or product (e will make you more maney. Whethar Ifs a
Daller resparch department, a befer way 10 Bme the markel, o beller compuier sottsare to predict fibume markets, everybody claims 4o
have an edge. 8 e masl agarked reason to do buskoaess with him,

Dous your physician clalm o make you healihier than the doc neet door? Dl yaur brayer caim o maks wau marne legal than tha
ddrentoan frm? Mot esually.

Ma crystal bal

I hatg 1o Burst 3w Dubble of reast investon, Bul your broker dossn'! have & batter crystal bal than anyone alse, induding you. Ha can'l
el yau with any refiabiity whara the markels wil e in 3 week, a manth ar & year, He can'l tal yea wilh any accuracy what a siock
will b wodths on any date in he fulbme. This & the bigges & in he bisinass.



He doesn® have any special kncwledge of edge f0 know when 1o buy an investmant of when 10 aefl iL His regearch depanment was
probabiy sanctioned by regulatons in thi: kst few years fof peacticing reprehensible condicts of Inlenest by WelEng you 1o buy when they
raally Befieped you shoukd el

Thia ACANGTIE reEaarch in e investment fisld txls s that about 95 percanl of brokses, mubssd funds, and money managers fail io
culperiaim the applicabie marksd ndegac in §e oG on, Only § peroent e ludir Jand | mean resl ucky) sraugh B oulpsonn e
Incemes in the lang un

Harey & you likg e oids of wour broker being in e luciy 5 parcant dub®

Irmvestors should look for financisl sdvisars who are mora professiorsl advisor than sokesman. Sonlrany b my ressrvaliang 8bow
trokers i ganerl, e ane some good professional advisors in the businesa.

Wour advisor should be famillar with the sssdemis research in this araa and be wellversed in assel alocation. & good adviscr wil give
?IHJI ﬂpf;lfﬂ'rd far dscussion before recommending all purchases or sales, and explak G0 wou In 85 much delall a8 you demand. how
-0 H] }

Fag-Eosedd accounts (hol commissions) are the betier aption for many investans, Your advisor should make recommendations that

beiefd you in the long ron, and nof sell you products so he can fund his nget momzage of car payment, The good advisar always puts
I invaslirs inlamst frsl, b=lore his osm

| am looking inla iy crvedal ball, and | see bad brokars threataniog your Frandal future, Be casnful aut thars

Madcax 1= 3 Tormer Indiana Seoribes. Commissonar and an vestor atttensy with: Fishers-based Maddaw Hargstt & Carusa F.0.
Vigws eepressad hens ane the wier's
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