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INTRODUCTION 

The Department of Labor Fiduciary Rule is a new and significant piece of 

legislation that enhances the ethical standards of Financial Advisors around the nation. 

Financial Advisors are required to act within a fiduciary role when advising clients with 

retirement accounts, meaning that they must be honest, act in the client’s best interest, 

and disclose the reasons for the actions made on behalf of clients. As a senior Financial 

Planning student at the University of Minnesota Duluth, I will be graduating and 

entering the industry soon, and it’s crucial that I prepare myself as much as possible for 

the new regulatory environment that will greatly affect my business and my future 

clients.  

I will begin by analyzing the original intent of the Fiduciary Rule and why today’s 

investors need the protection that the rule delivers. I will then describe the change in 

how Financial Advisors are compensated for the financial plans and investment 

management they provide to clients, which has drawn certain advisors to the career 

and driven certain investors away. I have also interviewed several Financial Advisors 

from various firms in order to examine the impact of the Rule on low net worth 

investors, large financial planning firms, small financial planning firms, and millennial 

advisors like myself. Lastly, I examine similar rules put in place by the United Kingdom 

and Australia in order to form my predictions for the future of the DOL Fiduciary Rule 
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and the financial services industry. By understanding how the Fiduciary Rule will impact 

investors, various types of firms, and the industry overall, I believe I will be a better 

asset to the firm I represent and the clients I serve.  

RESEARCH METHODS 

 To conduct my research, I referenced Internet articles from various sources, 

including the Department of Labor website, various Financial Planning firm websites, 

and Investment News. I also interviewed multiple Financial Advisors to gain real world 

insight on how the DOL has affected their businesses and their clients. I interviewed 

Cindy Feyder, who is a Financial Advisor at Edward Jones, to gain her insight on how 

the Fiduciary Rule has impacted her business and the large firm she represents. I 

interviewed Hugo Hietapelto, a Financial Planner at MassMutual, to understand how he 

advises his lower net worth clients and the impact of the Fiduciary Rule on this client 

type. I also interviewed Kyle Dickinson from Midwest Professional Planners, which is a 

small-sized firm, to understand what changes he has noticed as a result of the Rule. 

Lastly, I interviewed Dave Christianson who is a new Associate Wealth Advisor at 

CliftonLarsonAllen to see how he feels about the Fiduciary Rule as a millennial who has 

recently entered the industry.  
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ANALYSIS 

Original Intent of the Fiduciary Rule 
 

On April 6, 2016, the Department of Labor (DOL) released its final rule that 

updated the definition of fiduciary investment advice under the Employee Retirement 

Income Security Act of 1974 (ERISA). The legislation is over 1,000 pages in length and 

elevates all financial professionals to the level of a fiduciary if they provide 

recommendations to retirement investors regarding investment transactions, 

retirement accounts, or retirement distribution decisions for a fee (Regulatory brief: The 

DOL fiduciary rule: What it means to financial advisors, 2016). The DOL states that: 

The primary responsibility of fiduciaries is to run the plan solely in the interest of 

participants and beneficiaries and for the exclusive purpose of providing benefits and 

paying plan expenses. Fiduciaries must act prudently and must diversify the plan's 

investments in order to minimize the risk of large losses. In addition, they must follow 

the terms of plan documents to the extent that the plan terms are consistent with 

ERISA. They also must avoid conflicts of interest (United States Department of Labor, 

2017). 

When ERISA was implemented in 1974, the retirement landscape was much 

different than it is today. Most plans were defined benefit plans with professionally 

managed investments, and the risk related to investment performance primarily fell on 
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the plan sponsor rather than the plan participant. Today, the majority of plan 

participants are using defined contribution plans, which has shifted the investment risk 

to the participants, since they are responsible for choosing their own investments. 

Because of this, participants are making more complicated decisions about their 

approaches to retirement withdrawals and spending and need high-quality advice 

more than ever. In part, this is the reason why the DOL made the decision to update 

the fiduciary definition (“5 Keys to Improving Participant Outcomes in Retirement 

Plans”). 

In theory, the DOL’s intent when creating the Fiduciary Rule was admirable, as 

helping investors feel more secure in retirement and more trusting of their Financial 

Advisors leads to more prosperous investors and advisors. 

Change in Compensation Structure 
 
 Since the purpose of the Fiduciary Rule is to protect investors from advisors with 

conflicting interests, it is fitting that the compensation structures for Financial Advisors 

have changed. Many firms have made efforts to reduce or eliminate variability in the 

commissions that advisors receive for selling certain investment products in retirement 

accounts like IRAs. When commissions for different products are comparable or the 

same, there’s no apparent conflict when an advisor recommends one investment over 

another (Iacurci, Greg).  
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 While commission-based assets are being reduced, fee-based assets are 

growing. Instead of working with commissioned accounts (such as brokerage accounts), 

where advisors could potentially choose the investment product with the highest 

commission (which would create a conflict of interest), advisors are now shifting assets 

into advisory accounts, which assess a level fee based on the client’s assets regardless 

of the transaction ("Fee-Based Assets Soaring Thanks To Fiduciary").  

Typically, fee-based accounts offer a higher level of service than brokerage 

accounts and often include automatic rebalancing of accounts, comprehensive 

annual reviews, enhanced reporting to account holders, and access to third 

party money managers. The fees are generally an “all-in” asset-based fee that is 

generally higher than the fees paid in an advised brokerage account. (The DOL 

Fiduciary Rule: A Study On How Financial Institutions Have Responded And The 

Resulting Impacts On Retirement Investors) 

 However, there is one exception to this fee-based environment called the Best 

Interest Contract Exemption (BICE). This component of the regulatory package allows 

firms to continue to set their own compensation practices. Fiduciaries can continue to 

receive variable compensation, such as commissions paid by a plan, a plan participant, 

or IRA, sales loads, 12b-1 fees, revenue sharing, and other payments and commissions 

from third-parties involving investment products. An advisor can use this exemption as 

long as they commit to putting their client’s best interests first, disclose any conflicts of 
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interest that could affect their best judgment, and don’t charge unreasonable 

compensation (Roberts, Thomas).  

Outcome of the Fiduciary Rule 

On All Firms 

The Securities Industry and Financial Markets Association (“SIFMA”) engaged 

Deloitte to facilitate a study with 21 SIFMA member firms, which account for more than 

132,000 Financial Advisors, representing 43% of US financial advisors. “The study 

participants serve approximately 35 million retail retirement accounts holding 

approximately $4.6 trillion in assets, which represents 27% of the $16.9 trillion US 

retirement savings marketplace” (The DOL Fiduciary Rule: A Study On How Financial 

Institutions Have Responded And The Resulting Impacts On Retirement Investors). The 

firms are of all different sizes, have various business models, serve different client 

segments, and offer different products. While different firms face different challenges 

regarding the Fiduciary Rule, 100% of the study participants have indicated substantial 

opportunity costs incurred across people, process, and technology due to the Rule. 

The demands of the Rule have led to the delay or abandonment of various projects 

and initiatives. These projects include customer experience enhancements, business 

development initiatives, and investor education activities (The DOL Fiduciary Rule: A 
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Study On How Financial Institutions Have Responded And The Resulting Impacts On 

Retirement Investors).  

In addition, the human capital spending by firms in the Deloitte study is 

estimated to cost $70 million annually. Generally, human capital needs to support 

financial institutions’ responses to the Rule and ongoing compliance have or will be 

addressed through additional full-time employees or reallocating existing employees 

and engaging third parties, which include contractors and vendors. These people are 

primarily taking the roles of surveillance, supervision compliance, Rule understanding, 

legal strategy, business strategy, project management, and technology initiatives. To 

support the human capital needs of the Fiduciary Rule, firms have spent a total of 

nearly $350 million on human capital needs to date. Estimated ongoing annual costs 

associated with human capital needs totaled almost $73 million, with study 

participants’ annual estimates ranging from $75 thousand to $14 million (The DOL 

Fiduciary Rule: A Study On How Financial Institutions Have Responded And The 

Resulting Impacts On Retirement Investors).  

Processes to support financial institutions’ responses to the Fiduciary Rule has 

also led to noticeable operational impacts by Deloitte study participants. Particularly, 

financial institutions have noted large operational impacts from new or enhanced 

processes related to rollover recommendations, product due diligence, and financial 
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institution and advisor compensation evaluation. The next three paragraphs explain 

these three processes in detail. 

First, due to the Rule’s revised definition of investment advice, certain rollover 

recommendations are now subject to the Impartial Conduct Standard. As a result of 

this change, 100% of Deloitte study participants have indicated that major efforts were 

expended to evaluate their rollover processes and if rollover advice would be allowed 

going forward. The most common process change identified was substantially 

enhancing documentation requirements relating to rollover recommendations, 

particularly around existing plan costs and services. Some study participants have 

invested in technologies to help with the rollover recommendation process, but most 

have indicated that new processes are highly manual and accomplished via populated 

forms completed through conversations and documentation received from retirement 

clients (The DOL Fiduciary Rule: A Study On How Financial Institutions Have 

Responded And The Resulting Impacts On Retirement Investors). 

Second, almost all Deloitte study participants have indicated that their due 

diligence processes have been changed or enhanced, and these processes include 

new or improved internal and vendor research for certain products. Impacts resulting 

from changes to due diligence processes include increased costs for additional 

employees and vendor contracts, as well as changes in product offerings due to the 

results of new due diligence processes. For example, mutual fund product shelves have 
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been most affected by new due diligence processes, and some financial institutions 

have indicated the removal of over a thousand funds from their platforms as a result of 

their new processes (The DOL Fiduciary Rule: A Study On How Financial Institutions 

Have Responded And The Resulting Impacts On Retirement Investors). 

The last operational change mentioned in the study is the change in 

compensation processes. Beyond rollover advice and due diligence process changes, 

76% of study participants implemented updates or revisions to their firm and advisor 

compensation evaluation processes. The most common change indicated is the 

leveling of compensation arrangements to both the financial institution and to Financial 

Advisors. As a result of this, specific operational impacts arose from renegotiating 

selling partner agreements (like revenue sharing) and compensation features (like 

commission percentages) with product manufacturers. The change in compensation 

evaluation has led certain financial institutions to reduce their product offerings due to 

product manufacturers being unable or unwilling to conform to the new compensation 

criteria (The DOL Fiduciary Rule: A Study On How Financial Institutions Have 

Responded And The Resulting Impacts On Retirement Investors). 

Finally, to support their people and process changes, all firms in the Deloitte 

study have spent heavily on technology initiatives. Total technology spending through 

June 9, 2017 by all firms in the study was in excess of $185 million, with spending 

expected to continue on an ongoing annual basis. This spending has been in support 
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of the new rollover process, principal trading controls, and disclosure requirements 

(The DOL Fiduciary Rule: A Study On How Financial Institutions Have Responded And 

The Resulting Impacts On Retirement Investors). 

On Large Firms  

The Department of Labor categorizes financial institution sizes in their 

Regulatory Impact Analysis. Large firms are those with net capital above $1 billion, and 

there are approximately 42 broker-dealers in this size category nationwide. Across 

people, processes, and technology, the average start-up costs per large financial 

institution in the Deloitte study have been $54.65 million as a result of the Fiduciary 

Rule. The average ongoing annual spend per large financial institution is expected to 

be $5.89 million. These ongoing spend estimates don’t account for the litigation, 

regulatory changes, or marketplace shifts which could considerably change costs (The 

DOL Fiduciary Rule: A Study On How Financial Institutions Have Responded And The 

Resulting Impacts On Retirement Investors). 

Cindy Feyder is a Financial Advisor at Edward Jones and has worked for the firm 

for 20 years. Edward Jones is the largest financial services firm in the U.S. based on 

number of Financial Advisors. Cindy has noted that the changes as a result of the 

Fiduciary Rule have been challenging: 
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Prior to the rule change, clients who didn’t need the level of service that I 

could provide were not required to engage with me. Therefore, I could spend 

more time with clients who could largely benefit from my services and advice. 

The Fiduciary Rule has certainly impacted the capacity within my branch, which 

has been my main issue with the Fiduciary Rule implementation. I have too many 

clients and not enough time to be able to schedule reviews that allow me to 

serve my more ideal clients the way I would like to. Even though I spend less 

time with smaller clients as compared to larger clients, I am still spending a 

significant amount of time with all clients as a result of the Rule.  

I also have limitations compared to how I did business before, and we have 

complex choices to make that do not always feel like they are in the best interest 

of the client. For example, I have a client who wants to be able to reinvest the 

proceeds from a CD ladder into new CDs. In order to do this, she needs to open 

a new and separate IRA account, which is allowed under the BIC exemption, but 

it would be much simpler to reinvest the CD in the IRA she already has. The rule 

has also encouraged clients to become more interactive in the decision making 

of what their accounts are doing, which is great, but it also requires more time 

and energy to educate my clients. Hence, accounts where the client delegates 

decision making to the firm have increased because many clients do not want to 

make decisions on a regular basis about their accounts.  
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Because Edward Jones has installed new processes for conducting business 

as a result of the Fiduciary Rule, I am not spending time on compliance matters 

because the processes that we have put in place ensure that we rarely have 

compliance issues on IRA accounts. For broker-dealers like Edward Jones, I am 

not personally impacted by the manpower and technology costs incurred by the 

firm to ensure we are compliant with the Rule. However, there could be an 

impact to my profitability as a branch because of the increased home office 

overhead. This could impact profitability bonuses, profit sharing contributions, 

and/or limited partnership returns. (Feyder, Cindy) 

On Small Firms  

Small financial institutions are those with fewer than $50 million in net capital. 

There are approximately 2,320 broker-dealers in this size category nationwide. 

According to the Deloitte study, the average start-up cost for a small financial 

institution has been $2.3 million as a result of the Fiduciary Rule, and the average 

ongoing annual spend is expected to be $1.1 million (The DOL Fiduciary Rule: A Study 

On How Financial Institutions Have Responded And The Resulting Impacts On 

Retirement Investors). One of the biggest arguments against the Fiduciary Rule is that 

it could potentially harm smaller firms and advisors, who might not have the resources 

to invest in the required technology and compliance expertise to meet the regulations. 
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In fact, the brokerage operations of MetLife Inc. and American International Group 

have already been sold off in anticipation of the Fiduciary Rule and its associated 

expenses (“DOL Fiduciary Rule Explained As Of August 31, 2017”). 

Kyle Dickinson is a Financial Planner at Midwest Professional Planners, which is a 

mid-sized RIA-hybrid firm operated under the broker-dealer Aurora Private Wealth. 

Kyle has provided his insight on how the Fiduciary Rule has impacted his business. He 

noted that the compliance budget at Midwest Professional Planners has grown 

approximately 8% annually over the past four years, which has taken away from their 

revenue growth but not other aspects of their budget. The costs to comply with the 

Fiduciary Rule have been the greatest component of this growth as well as the costs to 

comply with the rules set forth by their broker-dealer. Kyle also mentioned that the 

Fiduciary Rule has added more work to his day, as he now has to complete the same 

processes for each client even when it is not necessary, like filling out IRA and rollover 

comparison forms for every client. Kyle has estimated that his firm spends an extra 10 

hours per week completing these tedious and often extraneous forms, which takes time 

and focus away from other important business processes (Dickinson, Kyle).  

On Low Net Worth Investors 

It is clear that the Fiduciary Rule has financially affected all financial services 

firms. One way that firms minimize the impact of these increased costs is by passing 
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them to clients. The US Chamber of Commerce conducted a report to review the 

impact of the Fiduciary Rule on retirement savers’ access to investment products and 

services. The report consists of various organizations’ comment letters with survey data 

submitted to the Department of Labor. The National Association of Insurance and 

Financial Advisors wrote that “91% of respondents [to a recent survey of NAIFA 

members] have already experienced or expect to experience restrictions on product 

offerings to their clients, nearly 90% believe consumers will pay more for professional 

advice services, and 75% have seen or expect to see increases in minimum account 

balances for the clients they serve” (The Data Is In: The Fiduciary Rule Will Harm Small 

Retirement Savers). The increasing cost of financial advice and account minimums is a 

result of the increasing costs that financial services firms are facing, and these costs and 

burdens put low-income investors (like millennials) at a huge disadvantage.  

Hugo Hietapelto is a Financial Planner at MassMutual and he provided insight 

on how the DOL Rule has negatively impacted low net worth investors: 

A-share mutual funds used to be the common tool many advisors used for 

smaller net worth investors. The industry is changing the nature of how sales 

charges are built into mutual funds and the charges will certainly get 

compressed. It will reach a point where advisors may not work with someone 

unless they have a minimum level of assets, and this is becoming more and 
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more common. Many smaller clients don't have the assets or liquid funds to pay 

for advice and may possibly be left without assistance. (Hietapelto, Hugo) 

Hugo also provided an example for what he does when low net worth clients 

come to him for financial advice: 

There are non-profit organizations such as Lutheran Social Services that I have 

sent clients to as they need more assistance just getting their financial life in 

order. It may not seem fair but smaller investors can create more of a liability to 

the advisor if they don't adequately understand difficult financial products, 

services, and strategies. I have personally had people complain about making a 

10 or 15% return because it was only $100 or $150 on their $1,000. The same 

person would have been happy making $10,000 on $100,000 even though the 

percentage is the same. Education seems to be a key for smaller net worth 

individuals. The main question; who's willing to do it and for how much? 

(Hietapelto, Hugo) 

As an alternative to Financial Advisors and professional investment 

management, robo-advisors are a steadily growing platform that many low net worth 

investors are using to manage their investment portfolios. Robo-advisors are 

“automated investments that were originally launched in 2008 and were offered to 

consumers on a much broader scale since 2010. Most robo-advisors use exchange 
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traded funds (ETFs) as their primary investment type. The portfolios generally include a 

mix of asset classes such as stocks and bonds” (Spann, Scott).  

While this type of platform is not for everyone, there are several advantages, 

which include a simplified approach with easy accessibility, instant diversification, low 

cost investments, tax-loss harvesting, and unbiased investment advice. For investors 

who are negatively impacted by the Fiduciary Rule, robo-advisors may be a new and 

useful way to receive similar investment services for an overall lower cost: “The average 

fees usually range between 0.2 percent to 0.5 percent of total assets under 

management. Compared to a typical AUM fee of 1 percent to 1.5 percent charged by 

Financial Advisors the lower fees could result in significant savings when compounded 

over time” (Spann, Scott). However, one of the greatest disadvantages is that most 

robo-advisors lack personal guidance, intuitive risk tolerance assessments, and services 

such as education planning, reducing debt, or investing for long-term goals such as 

retirement.  

Kyle Dickinson from Midwest Professional Planners mentioned that the new 

processes as a result of the Fiduciary Rule have made it more difficult to work with 

lower net worth clients. There are times where it has crossed his mind to turn them 

away because there is less return for the time it takes to assist such clients. As a result, 

robo-advisors have significantly helped Kyle and his colleagues at Midwest Professional 

Planners. They work with clients to ensure they are okay with using a robo-advisor and 
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then walk them through the online process. However, they still meet with these clients 

once per year and provide them with the same level of customer service as traditional 

clients. Kyle has also noticed that one main issue with using robo-advisors is that they 

give too much control back to the client. Oftentimes, the client will become emotional 

and make big decisions that Kyle and his colleagues would normally help them cope 

through. For example, when the market turns, clients of robo-advisors will often sell 

their stocks and invest in bonds when they really should hold their investments and 

wait for the market to recover (Dickinson, Kyle). For investors who are feeling 

disregarded in the face of the Fiduciary Rule, it is crucial to examine the pros and cons 

before deciding to use this type of investment platform.  

On All Investors 

The increasing cost of investment advice mentioned in the previous section also 

affects higher net worth investors, but it is clear to see that low net worth clients may 

be forced to consider different investment avenues as the cost of advice and account 

minimums increase. One aspect of the Fiduciary Rule that affects all investors is the 

change in service model options available to retirement investors, with the most 

common change being the reduction of brokerage services. It was observed that 53% 

of Deloitte study participants eliminated or limited retirement investors’ access to 

advice in a brokerage account. These firms did so by either exiting advised brokerage 
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services completely or increasing account minimums. For the firms that have 

maintained brokerage accounts, they have still made changes to the products within 

these platforms, including eliminating certain asset classes, product types, and share 

classes. As business and service models change in this way, retirement investors (both 

low and high net worth) have chosen to either transition from an advised brokerage 

account to a fee-based account, a self-directed account, or to a different firm that is 

continuing to offer the service (The DOL Fiduciary Rule: A Study On How Financial 

Institutions Have Responded And The Resulting Impacts On Retirement Investors). 

While the increasing account minimums and transition to fee-based accounts might 

have a greater impact on low net worth clients, the limited choices in accounts affect all 

clients. 

In addition to the decreasing availability of brokerage accounts, 95% of Deloitte 

study participants have reduced access to or choice within the products offered to 

retirement investors regardless of the level of sophistication of the retirement investor. 

Products affected include mutual funds, annuities, structured products, fixed income, 

and private offerings. Study participants have also had to limit asset classes for which a 

prohibited transaction exemption was not available. The reduction of mutual funds and 

annuities occurred during the enhanced product due diligence efforts as well as while 

renegotiating compensation agreements with mutual fund families and annuity carriers. 

The limitation of products available to retirement investors has potentially impacted 
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28.1 million accounts and $2.9 trillion in Assets Under Management of study 

participants (The DOL Fiduciary Rule: A Study On How Financial Institutions Have 

Responded And The Resulting Impacts On Retirement Investors). 

On Millennial Advisors 

One of the biggest challenges of the financial planning profession in recent 

years has been attracting young professionals to the industry. One of the main reasons 

for this challenge is the compensation structure offered to young professionals, which 

has been largely commission-based. These young people are often riddled with debt 

and have many new expenses to pay, causing them to prefer a salary to commissions. 

The DOL offers a great opportunity to attract young professionals to the industry, since 

the industry is moving away from commission-based compensation. According 

to American College Professor Craig Lemoine, Ph.D., “New compensation models are 

critical when recruiting student loan paying graduates. The old ‘eat what you kill’ 

model of financial services does not have the draw it did ten years ago” (Hopkins, 

Jamie).  

 Dave Christianson is a recent University of Minnesota Duluth alumni and an 

Associate Wealth Advisor at CliftonLarsonAllen Wealth Advisors, LLC and he provided 

his reaction to the DOL Rule. “One of the most important things I have found in 

working with clients for the past year and a half is that your clients trust you with 
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everything. They are trusting you to always make decisions in their best interest and I 

think it’s important that there are rules in place that hold advisors to the highest 

standard” (Christianson, Dave).  

Dave also responded to the changing compensation structure and its impact on 

young advisors like himself: 

I definitely think that having a salary helps young advisors feel more financially 

secure coming out of college. The biggest part for me is that I graduated from 

college at 22 years old without any experience and limited knowledge in the 

financial industry. I wanted a job where I could safely gain experience and 

knowledge without having to feel like I needed to make sales to collect a 

paycheck. As an advisor I wanted to make sure that I could fine-tune all of my 

skills before bringing on my own clients as a sole advisor. I think that we are 

going to see the shift from commission-based advisors to salary advisors. 

(Christianson, Dave)  

In addition, the financial services industry is facing one of the greatest 

challenges in decades, as the retirement of baby boomers has driven the need for 

wealth management and will contribute to the expected 32% growth of the industry 

over the next decade. On top of that, the average age of a Financial Advisor is now 50 

years old and is rising every year, meaning that succession planning and Financial 

Advisor replenishment is more important than ever. Currently, only 40% of older 
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Financial Advisors have completed a succession plan, and one in three firms 

experienced client retention of less than 50% during Financial Advisor succession. For 

the client, it is frustrating and confusing when your Financial Advisor retires, but there is 

a unique draw to having a young Financial Advisor: he/she will likely be able to partner 

with you for the rest of your life. Therefore, it is important that the young advisors gain 

client exposure and interaction early on in the succession process in order for the client 

to grasp this unique benefit. It is clear that the increasing demand for investment 

services, the thinning ranks of Financial Advisors, as well as the changing compensation 

structure as a result of the Fiduciary Rule presents a unique opportunity for aspiring 

Financial Advisors (The Next Generation of Financial Advisors). 

Comparison to Other Countries 

The United Kingdom 

The United States isn’t the first nation to introduce standards such as the DOL 

Fiduciary Rule. In 2006, the United Kingdom’s Financial Services Authority (FSA) 

established a Retail Distribution Review (RDR) to evaluate how advice was being 

provided, and at the beginning of 2013 the recommendations of the review were 

implemented. The biggest change was that commissions were banned, requiring 

advisors to charge only fees. Advisors were also required to make it clear when they 

were offering independent advice or restricted advice. Independent advice 
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encompasses the entire market of product providers and includes the full range of 

retail products available. Restricted advice is limited to the products of one provider or 

to certain types of products offered by all providers. Lastly, The FCA raised the bar in 

terms of qualifications necessary to be licensed as a Financial Advisor (Tomlinson, Joe).  

Since the review was implemented, the number of Financial Advisors in the UK 

has dropped by 22.5%. Ameriprise CEO Jim Cracchiolo said, “The regulatory 

environment will likely lead to consolidation within the industry, which we already see. 

Independent advisers or independent broker-dealers may lack the resources or the 

scale to navigate the changes required, and seek a strong partner” (“DOL Fiduciary 

Rule Explained As Of August 31, 2017”). 

In addition to a reduction of Financial Advisors, a report issued by the FCA in 

March of 2016 found that “the proportion of advisory firms that ask for a minimum 

portfolio of more than £100,000 (about $142,000) has more than doubled, from around 

13% in 2013 to 32% in 2015. The authority also found that 45% of firms very rarely 

advise customers on retirement income options if those customers have less than 

£30,000 ($42,600) to invest” (Cooper, Evan). However, 58% of British advisors polled 

by Schroders Investment Management in December of 2016 said that the changes 

have had a positive impact on the overall quality of financial advice and have helped to 

increase professionalism and the awareness of a Financial Advisor’s value to the client 

(Cooper, Evan).  
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Australia 

Australia also introduced a rule in 2012 that is analogous to the DOL Fiduciary 

Rule. Australia’s Future of Financial Advice (FOFA) legislation package was passed by 

Parliament in June of 2012 as a reaction to cases of wrongdoing in wealth 

management firms during the 2008 financial crisis. “As in the U.K., the new laws 

banned commissions and mandated a best-interest duty and disclosure of all fees. It 

also required clients to affirm their advisory agreement every two years” (Cooper, 

Evan). Daniel Brammall, who is the president of the Independent Financial Advisers 

Association of Australia, expected that the financial services industry in Australia would 

lose 35,000 jobs as a result of the legislation. However, this expectation didn’t become 

a reality, as there seems to have been little effect on the number of Financial Advisors 

or the ability of investors to receive advice. This is because not much has changed in 

the industry, aside from the elimination of overt commissions (Cooper, Evan).  

Because of the lack of noticeable outcomes following the FOFA legislation in 

Australia, it is important to note the differences between the Australian and US financial 

services industries. In Australia, approximately 80% of Financial Advisors work for a 

bank or bank subsidiary, while the remaining 20% are independently owned but may 

be selling products from a platform owned by the bank. In addition, Australia has a 

government-sponsored and privately managed superannuation retirement program, 

which requires employers to contribute 9.5% (rising to 12% in 2025) of an employee’s 
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earnings into a “super” fund. Meghan Milloy, the director of financial services policy at 

the American Action Forum said that “Even if an employee is not advised as to which 

product they should choose or if he fails to choose at all, deposits go into what is 

called a 'MySuper' product that is like a target-date fund and is required under the law 

to hold appropriate diversified assets” (Cooper, Evan). This program reduces policy 

concerns about adequate retirement savings.  

The regulatory changes in the UK and Australia affect the ways that Financial 

Advisors conduct their businesses across all client and account types. On the other 

hand, the DOL Fiduciary Rule in the US only affects retirement accounts, which are 

largely made up of defined-contribution plans and IRAs.  

RECENT DEVELOPMENTS & PREDICTIONS 

On March 15th, 2018, the US Circuit Court of Appeals ruled that the DOL 

overstepped its authority under ERISA in implementing the Fiduciary Rule, essentially 

declaring the rule void. Every other court that has reviewed the fiduciary rule has 

concluded, contrary to the Fifth Circuit analysis, that the rule was a valid exercise of 

regulatory authority. The Department of Labor could request a rehearing before the full 

court or appeal, and this case could conceivably go up to the Supreme Court 

(Buckmann, Carol).  
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Even if this decision ends up being the final word on the current version of the 

Fiduciary Rule, there’s one important thing to note: you can’t turn back the clock. 

Fiduciary responsibility is still on everyone’s radar. Plan sponsors, brokers, and vendors 

who have been operating under a fiduciary standard will not find it so easy to tell 

clients or employees that they are no longer willing to be fiduciaries. Higher standards 

of conduct are already in effect (Buckmann, Carol).  

The Department of Labor is reviewing the rule and may propose different 

standards in place of the current ones. In addition, the states and the SEC are already 

stepping into the potential void by working on a harmonized and uniform best interest 

standard of care for investment advice. It is still unclear in which direction the industry 

will go (Buckmann, Carol).  

If the rule is implemented in some way, whether on part of the DOL or the SEC, I 

believe it will yield similar results to the UK and Australia. I suspect that many firms and 

Financial Advisors will be forced out of the industry due to rising compliance costs and 

a reduction in the services they can offer to clients. Similarly, I think investors will be 

forced to consider other investment options, like robo-advisors, due to the increasing 

cost of advice and account minimums. For the advisors and investors that are left, I 

think implementation of the Fiduciary Rule will cause both parties to become more 

confident and satisfied. Investors can feel assured that their advisors are partnering 

with them to offer the best solutions to meet their needs, and advisors will know that 



Feyder 26 

by choosing the best solution for their clients, they are forming the basis for a 

successful and profitable business.  
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