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At times, it can feel as if the odds of being
financially stable are stacked against you.
Between bills, college loans, rising home
costs, and a challenging job market keeping
your head above water can be overwhelming.

According to a 2021 study, the top source of
stress for actively working Millennials is their
inability to save money for retirement." At a
close second is not having enough in an
emergency fund. The key takeaway: an
inability to save money are key drivers behind
financial stress.

But despite these anxieties around saving
enough, saving is a top priority for Millennials.
One study found that nearly three out of four
Millennials are saving, with roughly a quarter
having $100,000 or more set aside.?

When it comes to making decisions about
how to manage, save, and invest their money,
however, most Millennials say they feel
undereducated and ill-equipped to take on
this challenge. In fact, a survey showed

84 percent of Millennials believe high school
did not prepare them for handling personal
finances?. And feelings of financial insecurity
are rampant. Seventy-five percent

of Millennials aren't confident about their
current financial situation and 73 percent
aren't optimistic about their financial future.?

Interestingly though, while the majority of
Millennials admit they don’t have the knowledge
to adequately manage their finances, most don’t
seek professional financial help."

There are a number of reasons why Millennials
don’t seek out financial help, but perhaps the
most prevalent is a lack of knowledge on the
benefits of such a relationship. In this paper,
we’ll explore some common misconceptions
about financial planning, shine some light on
the different types of advisory relationships

out there, provide tips for choosing an advisor,
and get an inside look into what this type of
partnership can and should look like.




Why Seek Out Financial Help?

Regardless of age, we can all benefit from
some guidance when making big financial
decisions. However, the good news for
Millennials is that you are in a unique position
to affect your financial future. Because of your
age, you have ample time to make an impact
in your financial situation and stand to gain
significantly from taking action today—however
small—to improve your finances. However, it
can be difficult knowing when (and who) to ask
for professional assistance.

Here are a few reasons to consider seeking
professional financial advice:

* You are looking for ways to manage and
reduce debt such as college loans, credit
card debt and/or mortgage or car payments

*  You want to better understand how to save
for retirement, how much to contribute to a
retirement account, or if you’re saving enough

You are looking to get your arms around
multiple retirement accounts from past jobs
and get a better handle on your investment
strategy for each

You have recently inherited money or
acquired a significant sum or money and
aren’t sure how best to invest it

You would like to help your children, younger
siblings, nieces and nephews, or another
family member with college savings

You have life goals you want to achieve and
don’t know how to finance such as buying

a house, taking care of parents or relatives,
purchasing a car, or taking a trip

Financial advisors can work with
you to identify your short- and long-
term financial goals, help educate
you on your investment options,
and provide you with a personalized
plan for reaching them.




Chapter 1. Breaking Down

Misconceptions

If you find yourself in one of these situations

but have yet to consider the services of a
financial advisor, it may be due to some common
misconceptions about financial planning. Here are
three that you may be able to relate to.

Misconception #1:

If you are unclear about what a financial advisor
actually does, you’re in good company. According
to a survey by the Insured Retirement Institute
and the Center for Generational Kinetics, only 38
percent of Millennials even know what a financial
advisor does*. Hard to justify paying for something
when you don’t even know what you’ll get from the
relationship!

The confusion is hardly surprising though. Because
there are so many different types of advisors

— practically one for every type of need —
distinguishing between them can be challenging.

The fact is, while most advisors do in fact help you
pick investments and execute transactions, many
do much more than that. Broadly, an advisor looks
at your financial situation and suggests strategies
and investment products to help you achieve your
financial goals. They work with you to understand
your current financial picture, set goals for your
future, and provide a roadmap to help you reach
those goals.

For example, if you are starting a new job and
your employer contributes to your 401(k), an

advisor may recommend you max out your
contributions this year to make sure your
company contributes the highest amount. Or if
you are carrying multiple loans, an advisor may
recommend adjusting payments to each in order
to minimize the amount you pay in interest.

Another reason it can be hard to know what an
advisor does is because the Financial Industry
Regulation Authority, Inc., (FINRA)—one of

the primary regulatory agencies governing the
industry—currently lists hundreds of designations
that apply to professional financial advisors.

Looking at the advisors’ accreditation (the letters
after their name) can help ensure you find the
right fit for your needs. Advisors can help you
manage specific investments and financial
accounts or provide a wide range of services

to encompass every aspect of your financial
picture. Depending on the complexity of your
financial situation, you may want to seek out
financial professionals with specific expertise

in various areas. For example, a Certified Tax
Specialist (CTS) can assist with complex tax
issues such as tax credits, tax regulations, LLCs
and S corporations, business income and home
businesses and other topics. While a Certified
Financial Planner™ (CFP®) is required to
demonstrate that she has extensive experience in
financial planning and is generally well-versed all
in areas of financial management from analyzing
and evaluating client data and goals to developing
and presenting financial recommendations.




Misconception #2: Financial advisors are
only for the rich.

It's a common misconception: If you're not
part of the one-percent, you won’t be able to
benefit from a financial advisor.

Yet, the truth is, while there are financial
advisors that do work exclusively with the ultra-
wealthy, the majority work with everyday people.

If the cost to work with a financial professional
seems like a barrier to entry, remember there are
discount and fee-only advisors who specialize in
helping those just starting out with investing or
are just beginning to amass wealth.

Similarly, just as there are financial advisors to fit
any need, there are also payment structures to
fit different budgets. For example:

Fee-only: These are registered investment

advisors who charge only for their time

and do not receive commissions from the
investments they recommend. They may
charge a flat fee or take a percentage of the
total assets they manage for you. Sometimes
these advisors operate on a tiered fixed-fee
schedule based on the value of your assets
under their management.

Fee-based: These advisors typically charge

you a fee for their advice as well as receive
commissions for the products they select to
implement that advice. Their fees may be
lower than fee-only advisors because they
are recouping some of the difference in the
commissions and incentives they receive
from product sales.

Commission only: This pay structure
typically applies to an investment advisor or
broker who works for a large firm. The advisor
(and thus the firm) earns a commission each
time a client makes an investment transaction.
The more transactions the advisor conducts
for his clients, the more earnings he receives.



Misconception #3: A financial advisor is
justinterested in getting paid and doesn't
operate with my best interests in mind.

Since this is your hard-earned money, finding

an advisor you trust and one that will work with
you in a true partnership is key. In addition to the
fee structure your advisor operates within, there
are several factors you should consider when
determining if an advisor is going to be someone
you can trust and partner with. Before you meet
with one, here are a few things to keep in mind:

¢ Reputation: Check out online if the advisor
is reputable; if they have online reviews,
are they positive/negative?

« Testimonials: If the adviser has
recommendations or client testimonials on
their site or literature, are they recent?

Do they seem trustworthy?

» References: A good advisor should be able
to give you a list of names and contact info for
references whom you can speak with to get
a sense for the advisor’s style, track record,
and overall approach.

Another potential consideration is to find out

if your financial advisor acts as fiduciary. In
simplest terms, an advisor that operates as a
fiduciary is bound legally and ethically to operate
in the client’s best interest—essentially putting
their clients’ interests above their own. Likewise,
an advisor who is operating as a fiduciary must
disclose to you if they receive any compensation
from the provider of a specific account, such as a
mutual fund, for recommending it to you.

With the fiduciary rule, even if an advisor does
receive money from a provider, they must also be
able to show that they are acting in your best
interest by recommending that investment to you.

While fiduciaries are legally bound to operate

in a client’s best interest, many advisors

who do not operate as fiduciaries still hold
themselves to the same values. Ultimately
choosing a reputable advisor (fiduciary or not)
who understands your unique financial goals
and is committed to helping you achieve them

is essential. You should be the judge of whether
your selected advisor fits the bill for your specific
needs and is someone you can trust to act in your
best interests.




Chapter 2: Determining the
Advisory Relationship for You

So, you’ve considered your financial situation
and the potential benefits of working with a
financial advisor.

Now it’s time to determine what type of advisory
relationship is best for your individual situation,
lifestyle, and goals. There are three main types
of relationships you can enter into depending
on what you’d like to gain from the partnership.

1. The traditional advisor: There are many
types of financial advisors you could choose
to work with—from registered investment
advisors to fee-based advisors to brokers
and insurance agents. But generally, in
this relationship, an individual financial
advisor or an investment firm manages
your finances. The latter usually involves
a team effort with your advisor being your
main point of contact. Frequently these
relationships can provide a broad range of
financial services whereby your advisor will
work with you to define short- and long-term
goals and provide a financial plan to help
you reach those goals.

2. Therobo advisory: A robo-advisor is an
automated, technology-driven approach
to portfolio management that is designed
to provide asset allocation based on an
algorithm. It usually comes with a low
minimum deposit requirement and typically
provides you with computer-generated
investment advice based on a series
of inputs you provide about your risk
preferences and investable assets—all
without the use of human involvement.

3. The hybrid approach: In this model, a
portion of your funds are managed by an
advisor while the rest may be managed by a
robo advisor. In some cases a robo-advisor
may manage all of your funds but you will
have access to a human advisor who is
available to help answer questions and
provide guidance when needed.




Chapter 3. Choosing
the Right Advisor for You

If you're just starting out, there is a lot to consider. Speaking in person with a financial advisor can
help you decide what kind of advisory model best fits your style—even if you think a robo-advisor
may be the best approach for your situation. Consider holding a preliminary conversation with a few
financial advisors to understand what they offer and how they differ from one another before making

a final decision.

Here are a few key questions to ask when interviewing an advisor.

Questions to ask an advisor:

Knowing your advisor is skilled in helping those
in the same boat as you can be key to ensuring a
good working relationship. If the advisor primarily
works with retirees for example, they may not
have the same insights into how to achieve your
short-term financial goals like paying off student
loans or purchasing your first home. Likewise,

if the advisor works primarily with ultra-high

net worth clients (and this is not your personal
situation), you may not be the best fit for their
business model, and as a result, you may not
benefit as much from the relationship or be able
to reasonably afford the fee structure.

As we saw earlier, there are many different
ways advisors get paid. While some advisors
are fee-only, taking payment for their time and
advice only, other financial advisors get paid

a percentage of the amount of assets they
manage for you. Additionally, some advisors
receive payments from product providers in the
form of commissions. Make sure to ask for a

written breakdown of how you’re going to be
paying for the advisor’s work and if you are
unsure about any of it, just ask. A good advisor
will be able to clearly explain their fee structure
and answer any questions you may have.

When it comes to establishing a relationship
with an advisor, knowing they are committed
to serving you and acting in your best interest
is important. They should be able to provide
a level of transparency about their services,
payment structure, and advice and act as a
trusted partner.




What's your track record?

While most every advisor will tell you past
performance is no indication of future returns,
asking how you might benefit from the
relationship can lead to important discussions
about investment philosophy. For example, the
advisor will likely ask you to complete a risk
tolerance questionnaire—meaning, are you
open to investments that are potentially more
volatile if it means the opportunity to increase
your earnings. Addressing how the advisor will
mitigate risk and what investment mix they will
use to help you achieve your goals can assure
that you and your advisor are on the same page.

How often will | hear from you?

Understanding how much you'll be in contact and
what form that contact will take is important—just
make sure you’re comfortable with whatever the
arrangement is. How often will you meet? What if
you have a question or want to make a change?
Do you prefer to get email updates? Setting

this out at the start can alleviate confusion and
ensure your peace of mind.

How can | monitor my investments and
access my plans in between meetings?

Today, most of us expect instant access to
information and the ability to execute transactions
via our mobile devices—from ordering our dinner
to managing and paying bills to depositing
checks via our bank’s online portal. If this level

of connectivity is an important part of your daily
life, you should consider a potential advisor’s
approach to technology. What technology tools
does your advisor use to generate your financial
plans and stay up to date on your accounts? Will
you have access to your account and investment
data online 24/7 or just when you meet to review
your portfolio? Will you be able to collaborate
with your advisor remotely if necessary, or

will all meetings need to occur in person? If
staying connected digitally and monitoring your
strategy is important to you, finding an advisor
who shares these values and can offer a digital
experience is an important consideration.




Chapter 4: What to Expect at
Your First Meeting and Beyond

Once you've found an advisor (or two) to meet
with, have a game plan for the first meeting.
Be prepared for the types of questions your
advisor will ask you so that you can be ready
with useful information. This will help ensure
the meeting is productive and that you and the
advisor are both on the same page regarding
the type of advisory relationship you are
entering into.

Here’s what you can expect when you first
meet with your advisor.

Before for your first meeting, you may be asked
to complete a general questionnaire on things
like your income, assets, risk tolerance, tax
situation, marital status, home ownership and
level of financial experience and education.

This saves you and the advisor time so you
can spend more of the meeting getting to know
each other.

While no two advisors are exactly alike, at the
first meeting with an advisor, they’ll typically
start with asking you “big picture” questions.
These questions give them an idea of how
aggressive or conservative your financial goals
are and how much you know about finance.

Where do you want to be in 10 years?
What is your experience with money?

What are you looking for in an
advisor?

What scares you about your current
financial situation?

At what age do you want to retire?

What kind of retirement lifestyle do
you want?

What are your life goals (home
ownership, travel, education, etc.)?

If you are not on track with your
goals, what are you will to change?

What keeps you up at night?

If you have thought through these
questions in advance and are prepared to
answer them, you can save time and make
a more reasoned evaluation of whether the
advisor understands your needs.




Sometimes at the first meeting, an advisor will also present a general model portfolio, based
on your initial questionnaire. At this time you can help the advisor by providing feedback on
the portfolio. Do you feel it's too aggressive if the market changes? Would you prefer to invest
in stocks that are socially responsible or environmentally friendly? Now’s the time to help the
advisor know how best to fulfill your needs.

After your first meeting, advisors will usually prepare a revised portfolio allocation based on
your feedback. This will often be a computer-generated asset allocation plan based on inputs
like time frame and risk tolerance.

Once you decide on the right advisor and path for you, they will provide the appropriate
paperwork for you to fund the account. This will set in motion the agreed-upon asset
allocation plan and formalize your relationship with the advisor.

You’ve done your research and gone through the proper vetting process. You've met with
your advisor to review goals and decided on the nature of your partnership together.

Now it’s time to fully commit to the process. When discussing your financial picture with your
advisor, be honest about your ability to manage money and your tolerance for risk. Share
your financial struggles and your goals. Remember: although you might be independent in
many other aspects of your life, asking for financial advice is a commitment to learning and
requires collaboration.

It can be difficult to open up about money challenges and speak to another person about your
finances—a topic that feels very personal at times. But remember that your advisor is your
advocate. The most successful partnerships between investor and advisor are achieved when
trust and transparency is present on both sides. By approaching the relationship as a true
partnership, you will be one step closer to achieving a successful financial future.

il




SOURCES

1. “U.S. Retirement End-Investor 2021: Solving for the Decumulation Phase,” Cerulli Report. 2021.

2. Plepler, Andrew. “Better Money Habits Millennial Report: Winter 2020.” Bank of America, 2020.
https://about.bankofamerica.com/assets/pdf/2020-bmh-millennial-report.pdf

3. “Remake the School System.” Nitro. 2019. https://www.nitrocollege.com/research/remake-the-school-system.

4. “Will Millennials Ever Be Able to Retire?” Insured Retirement Institute and The Center for Generational Kinetics. 2015.
https://genhg.com/wp-content/uploads/2016/01/White-Paper-Will-Millennials-Ever-Be-Able-to-Retire-c-Insured-Retirement-
Institute-The-Center-for-Generational-Kinetics.pdf




