Why You Should Work With a Fiduciary Financial
Planner

When you start looking for financial advice, the number of titles and credentials can be
overwhelming. Financial advisor, wealth manager, investment consultant, planner. But one of
the most important distinctions is whether the person you hire is legally required to put your
interests ahead of their own. That is the core promise of a fiduciary financial planner.

Many people assume all financial professionals have to act in their client's best interest. That is
not true. Brokers and insurance agents often operate under a suitability standard. They only
need to recommend products that are suitable for you, not necessarily the most cost-effective
or appropriate option. A fiduciary financial planner, on the other hand, is bound by law to act in
your best interest at all times. This difference matters, especially when you are making
decisions that affect your long-term security.

Understanding what a fiduciary standard means in practice can help you choose the right
advisor and avoid costly mistakes. This article covers what makes a fiduciary different, where
to look for one, and why the advice-only model is gaining traction among experienced planners.

What Does fiduciary Mean in Financial Planning?

A fiduciary is someone who manages money or property for another person and must act in
that person's best interest. For financial planners, this standard is set by the Investment
Advisers Act of 1940 and enforced by the Securities and Exchange Commission. When a
planner holds the certified financial planner (CFP) designation, they also agree to a fiduciary
standard when providing financial planning advice. But there is a catch. Not all financial
professionals who call themselves planners are fiduciaries. Many work for brokerage firms or
insurance companies where they can earn commissions and bonuses for selling certain
products. Under those arrangements, they may only need to recommend products that are
suitable, not optimal.

A real fiduciary financial planner avoids conflicts of interest. They do not accept commissions,

kickbacks, or hidden fees from product providers. Instead, they charge transparent fees for
their advice. This might be a flat retainer, an hourly rate, or a percentage of assets under
management. The key is that their compensation does not depend on which products you buy.

The Difference Between a Fiduciary and a Suitability Standard

To see the difference, imagine you need life insurance. A broker working under a suitability
standard can show you policies from companies with which they have a contract. They might
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recommend a whole life policy that pays a high commission, even though a simpler term policy
would meet your needs for a fraction of the cost. As long as the whole life policy is suitable for
your situation, the broker has met their legal obligation.

A fiduciary financial planner, by contrast, would analyze your actual needs and recommend the
policy that best fits those needs, even if it pays no commission. If they do not sell insurance
themselves, they might refer you to a low-cost provider or help you buy directly. Their loyalty is
to you, not to any product manufacturer.

This distinction becomes even more important with investments. A non-fiduciary broker might
steer you into a mutual fund with high fees because it generates a commission for them. A
fiduciary would choose a lower-cost index fund or exchange-traded fund if that better serves
your portfolio. Over decades, the difference in fees can cost you tens or hundreds of thousands
of dollars.

How to Find a Fiduciary Financial Planner

Not every advisor who claims to be a fiduciary actually is one. Some firms use the term loosely.
To be sure, ask direct questions. Here are a few things to look for:

e Check their registration. Fiduciaries who manage investments are usually registered
investment advisors (RIAs) with the SEC or state securities regulators. You can verify
their status on the SEC's Investment Advisor Public Disclosure website.

e Ask about compensation. If they earn commissions or sell products from a limited
menu, they likely are not a true fiduciary. Look for fee-only advisors who charge flat
fees, hourly rates, or a percentage of assets but do not receive commissions.

e Look for the CFP mark. While not all CFP professionals are fiduciaries, the CFP Board
requires them to act as fiduciaries when delivering financial planning advice. Many
also voluntarily adhere to the National Association of Personal Financial Advisors
(NAPFA) standards, which require fee-only, fiduciary service.

¢ Read their Form ADV. Registered investment advisors file this document with the SEC.
Part 2A discloses conflicts of interest, fees, and disciplinary history.

It is worth taking the time to do this homework. Hiring someone who is not a fiduciary can
expose you to advice that benefits the advisor more than you.

Why Some Planners Choose an Advice-Only Model

A growing number of experienced financial planners are moving away from managing money
and selling products. Instead, they focus purely on giving advice for a flat fee or hourly rate.
This model is often called advice-only or planning-only. It appeals to planners who want to



eliminate conflicts of interest entirely. When a planner does not manage your investments or
sell insurance, they have no incentive to recommend any product over another. Their only job is
to help you make smart decisions.

For clients, this model can be more affordable and more transparent. You pay for the advice
you need, when you need it, without ongoing asset-based fees. If you have a simple portfolio or
prefer to manage your own investments, an advice-only fiduciary financial planner can provide
the guidance you need without taking control of your accounts. This arrangement works
especially well for people in accumulation phase who want a second opinion on their plan, or
for those nearing retirement who need a comprehensive roadmap but plan to use low-cost
index funds on their own.

Another benefit is that advice-only planners often have more flexibility. They can work with
clients across the country, charge by the project, and avoid the regulatory burden of managing
client assets. This freedom allows them to focus on the areas that really matter: cash flow
planning, tax strategy, risk management, and estate planning.

What to Watch Out For

Even among fiduciaries, there are variations in how they charge and what services they offer. A
fee-based advisor, for example, may charge a fee but also earn commissions. That is different
from fee-only. Make sure you understand the difference. Also, some advisors who call
themselves fiduciaries only act in that capacity for certain accounts or certain types of advice.
Ask specifically: "Are you a fiduciary at all times, in every interaction with me?"

Another red flag is an advisor who resists putting their fiduciary status in writing. A true
fiduciary should be willing to sign a fiduciary oath or include a clause in your contract. If they
hesitate, that is a sign to keep looking.

Finally, remember that being a fiduciary does not guarantee good advice or a good fit. You still
need to evaluate their expertise, communication style, and whether they understand your
goals. But starting with a fiduciary financial planner ensures that at least the incentives are
aligned in your favor.

How to Get Started

If you decide to work with a fiduciary, start by clarifying your own needs. Do you want
comprehensive planning or help with a specific question? Are you comfortable managing your
own investments, or do you want someone to handle that too? Knowing the answer will help
you narrow down the type of advisor you need.



Then, use the resources mentioned above to find candidates. Interview at least two or three.
Ask about their process, their typical client, and how they handle conflicts. A good fiduciary will
welcome your questions and explain their approach clearly. They should not pressure you to
sign anything quickly.

The cost of hiring a fiduciary is often less than you might think. Many charge between $2,000
and $5,000 for a comprehensive plan, with ongoing support available for an annual retainer.
Compared to the hidden costs of commissions and high-fee products, this can be a bargain.
More importantly, it gives you peace of mind that the advice you receive is truly in your best
interest.

Choosing a fiduciary financial planner is one of the most important financial decisions you can
make. It sets the foundation for a relationship built on trust and transparency. And in a world
where financial products are increasingly complex and conflicts of interest are common,
having someone legally bound to put you first is a significant advantage.



