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_ The Profession -

PLANNING
FOR EVERYBODY

ne  What does the future of online financial advice look like?
ho Here’s a sneak peak at the how you'll work with clients someday.

ing by Bob Veres _ .
planning client.)

new financial planning ser-  So we've seen it all before.
vice went live on the last Haven't we?
g day of the FPA conference, Apparently not. A new startup
eand it started me thinking about whycalled MyFinancialAdvice.com has
S0 many of the services that weréaken an interestingly different ap-
created to funnel new business tproach to just about everything that
' t%nancial planners have, in the pastyvas wrong with the traditional Web
i urned out to be such awful disastersSSite Referral Model, and | think it's
emember when Lou Harvey atsomething everybody should have
albar just kind of proclaimed thaton their radar screen going forward.
Ne had created the definitive list ofn fact, within a year, perhaps two, |
rj_:jnancial advisors, and the list, ofthink it will become the most impor-
gourse, came from people who paithnt way for mainstream, middle-
im a fee to survey their clients. Thiglass consumers to access your ser-

nd other programs suffered from aices, and for you to work with people

‘ @ick of marketing to the public (thelike that at a profit.

odel: just put up a web site and the Let's take a hard look at what

blic will somehow find it); no they’re building, and how itaddresses

imeaningful due diligence (the modelthe obstacles to delivering financial
[ pay me and you're free to feast on thadvice over the Internet.

ﬁapless consumerswhofind oursite), The first obstacle is what might
o few advisors (the model: type irbe called the “chicken and egg” prob-
New York zip code and find anlem. No consumer is going to look
advisor in Saginaw), and no differenfor advice on a site until at least a few
usiness model for advisors who warddvisors have signed up to deliver it,
Lo work with whatever customers theand no advisor in her right mind is
ervice might accidently deliver togoing to pay money to belong to a
éour doorstep. You still have toservice thatdoesn'talready have con-
i eate a traditional relationship, andumer traffic. According to Kevin
ere is no way of filtering out unsuit-Condon, the well-known planner who
le prospects. (The model: if theys handling the advisor recruiting ef-
ocan type their name and zip coddprts, the solution to this problem
they must be an appropriate financial Continued on page 8
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Planning for Everybody

Continued from page 7 their interpretation of the output issome (mostly communication-re-

was in plain sight allalong. You lookhe correct one. We can go to thkated) tools and services that make it
for organizations that already haveponsors of these sites and offer theeasy and convenient to offer advice
consumer traffic, but which don’tanadvice componentatno additionab the do-it-yourself consumer. The

currently have the ability to delivercost to them.” final step was to allow advisors to
personalized advice from a living, Peremel,infact, hasabackgroungdost their own fees and get out of
breathing professional. in this area, having worked with higheir way. When advisors sign on

Such as? Company founder Roiamily’s discount brokerage firmwith MyFinancialAdvice.com, they
Peremel, who recruited Condon, dénow part of Mercantile Bankshares)have, right up there next to their
fines the initial target market ofwith Morgan Stanley Online, withnames, an hourly fee that is actually
MyFinancialAdvice.com as essenSchwab and Bank One ontheironlineommunicated as a per-minute fee.
tially any online service with a menyprograms, and with the first touchWhen | checked the site this morn-
of calculation and trading tools, plugone trading system offered by théng, planners had posted fees ranging
all 401(k) plan providers, discounfNational Financial Services divisionfrom $1 to $4 a minute, although
brokerage firms, labor unions, andf Fidelity. While he was working whenyou click on an individual plan-
membership organizations whoswith Wall Street On Demand, link-ner, you discover that most of them
members need occasional financiéig web and wireless research toolsffer their advice primarily in half
advice. Currently, as you read thigp the web sites offered by Schwahour or one-hour increments.
the company has only one such reland Waterhouse, he noticed that the Condon believes that if you can
tionship, with Reuters Investor--thenline tool concept was not totallyhelp somebody answer a question,
former MultexInvestor.com site,satisfyingtothe end users. “Whatwenline, for a fee that you select, with-
whch was purchased by Reuters earonsistently learned is that there areut having to go through all the work
lier this year. By January 1millions of people who realize thatof preparing a financial plan or de-
MyFinancialAdvice.com will offered they need assistance, who go to thegeloping a relationship, then you
through the entire Reuters systemlo-it-yourselfer places like Schwab, bught to be able to make a profit on
The second provider, if all goes aBe says, “butonce they’ve done afethat activity. “For the planner in the
scheduled, will be the FPA, througlealculations, whatthey really wanteaffice, we have taken a lot of work
its Planner Search function. (Moravas a real live human being to giveut of the relationship,” he says.
on that in a minute.) them good objective answers to theltYou’ll probably still want to keep

And from there? “We can baclkquestions. If they don’t have mil-your current clients, but the people
our service and technology up ttions to invest, it's not easy to findyou work with through our system
pretty much any financial site,” sayshat in today’s market.” can be at least as profitable, on a
Condon. For the people who visit Which, of course, brings us to theninute by minute, hour by hour ba-
there, and the people who created tsecond obstacle: mostfinancial plarsis.” And if they’re not, he says, you
sites in the first place, this is theiners don’t have a business model thabuld always raise your fees until
chance to have reputable plannevdll allow them to work with the they are.
answer questions on an as-needé&ather 90%” of the investing public. ~ How does it work in real life?
basis. “I think consumers are oftefo if you want to deliver the besSuppose a consumer is on Reuters,
confused about what to do with th&inancial planners to this audienceand decides she needs to get some
online tools,” says Condon. “Oncegou need to help those planners finddvice from a real, breathing, advi-
they’ve gotten their boilerplate ada way to do it profitably. sor. She clicks over to
vice and some personalized calcula- The solution at MyFinancialAdvice.com, enters the
tions,” he adds, “you really needMyFinancialAdvice.com was to pio-state she lives in (more on this in a
somebody to interpret the informaneer a new business model. Stepsinute), looks over a list of planners
tion, or at least reassure them thane, two and three were to develofsom all over the country, with pic-
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tures, bios and a little discussion oprovider, so a PDF of the retirementiected from unscrupulous advisors
who they are and who they worlkplanning spreadsheetcanaccompaand outright salespeople? What
with, and she selects you. She clickgour message. MyFinanciaimakes MyFinancialAdvice.com dif-
a button right there in your file, andAdvice.com has a connection with &erent from all the other services that
sends you an e-mail with a simpleredit card servicing company, sothee’'ve seen is that it makes a real
guestion: Am | saving enough forconsumer’s credit card is debited thattempt to ensure the quality of advi-
retirement? Or: What do you think ofrequisit amount of your fees, and theors on the system. The first filter is
how I've positioned my assets in mymoney is deposited into your accounprobably going to rankle some read-
401(k) portfolio? Is that all? There are a few addiers of this publication: only advisors
You, at your desk, respond byional bells and whistles. The clientith the CFP or CPA/PFS designa-
acknowledging the message, and askiight prefer to communicate withtion are allowed to offer financial
ing for a bit more information. Mostyou by phone, in which case shelanning advice through the system-
advisors will send back one of 1#vould click on alittle telephone icon,-and you have to have three years of
forms that MyFinancialAdvice haswhich pops up into a screen that aslexperience. Second, the company
preprepared, right there on the sitdor the phone number that she’s atoes verify your employment and
which are designed to gather the iright now. Your phone number iseducational history, and checks your
formation you need to answer comalready in the system, so the web sitegulatory history. Third, when you
mon questions. (More are being creautomatically dials bothnumbersandign  the agreement  with
ated as you read this, with input frontonnects the client with your recepMyFinancialAdvice, you agree only
the Garrett Financial Network andionist--and, ultimately, with you-- to offer advice for a fee; no selling is
the small number of advisorswho arand you can do basically the sam&lowed. And finally, the rating sys-
on the system already.) thing via a couple of phone consultatem is designed to weed out advisors
You can also usetions. Atthe end of the process, th&ho violate this last proscription,
MyFinancialAdvice.com’s proposalclient is asked to rate each aspect whose objectivity and overall satis-
generator or action plan generatogour service (quality of advice, timefaction scores might be lowered if
which basically serve as prewritteriness, professionalism, objectivitythey tried to sell whole life products
contracts that define what you’ll dovalue creation and overall satisfacinder the guise of providing retire-
and how much you'll charge. Thetion) ona 1-10 scale, and a compositaent planning advice.
fees you've posted are already iof the scores you have received are Those, of course, are somewhat
there; all you have to do is estimatposted next to your name on the inminimum standards, but they are far
the time it will take you to do thetial screen that the consumer seedead of the previous state of the art.
evaluation work. when deciding which advisor toCondon himself seems to be offering
So let’s say the client fills out thechoose. another layer of protection; he is a
form with relevant financial infor- So how does the company makiengtime leader in the planning com-
mation and the proposal comes baakoney on this? The fees are splihunity, a member of the Nazrudin
to you with an electronic signaturepetween the advisor (65%) andlub, and he knows his way around
essentially agreeing to an hour ortwMyFinancialAdvice.com (35%). the business well enough to make a
of yourtime. Thenyou runthe retireSome of those fees will be paid bactew phone calls and find out a little
ment planning information throughto some of the sites where consumemnore about that advisor who got 3 or
MoneyTree’s Silver, MoneyGuidetraffic is coming from, including, less on his last two satisfaction sur-
Pro or NaviPlan, generate an answeapparently, the Financial Planningeys.
and send it back to the consumeAssociation. But the answer to “who gets on
inviting followup questions in the  Which raises the last and mosthe system?”is aboutto become more
text of your e-mail. The site makes itmportant objection: who gets on thisnteresting, as the FPA goes forward
easy to share files through its Intranedtystem? How is the customer prowith plansto add MyFinancialAdvice
Continued on page 10
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Planning for Everybody
Continued from page 9

—
to its Planner Search menu. “Ifit all
works out,” says Condon, “then : é A
people can come in to the FPA site, <~ \
and those planners who are signed up \
inour systemwill have an extralevel, \
where the consumer can click on - Z
their names and go right to the plan- g
ner immediately for the answer to a 8
quick question.” '

What are the legal niceties of all

this? Can you just answer questions
for anybody in the country, without
registering in their state? Peremel
acknowledges that this is a problem ?}Q‘;

for some advisors who are not feder-

ally-registered.  MyFinancial

Advice.com is registered as an RIA, -——
and its outside attorney--Susan T : —
Bryant, former securities commis- - -
sioner for the state of Oklahoma and
former president of the North Ameri-
can Securities Administrators Asso-
ciation--is talking with difficult states financial planning advice to reahothing but call on companies all day
like Texas, which require registrafpeople. “A lot of people want occatong and show them what we’re of-
tion if you have more than five cli- sional guidance, but they don’t wanfering.”

ents in that state. or can't afford a lifetime relation-  In the future, Peremel envisions

“Right now, our solution is that ship,” he says. “A lot of advisorssome things that are either exciting
everybody who comes to the site andant to serve these less wealthy coor scary, depending on your point of
asks for advice has to tell us whasumers, but they don’t see how theyiew. Advice for consumers will be
state they’rein,” says Peremel. “Yougan afford it under their current busisold through an open market system
the advisor, can unclick any stat&ess model.” not totally unlike eBay, where stan-
where you've bumped up against a The number of potential customeardized rates will emerge for advi-
de minimus number, so the people irrs for online advisory services isors, and the rates will be different
that state will never see you as ajaw-dropping. “Right now, there aredepending on the various overall sat-
option.” about 125 million people who workisfaction levels.

He has also offered testimony tavith discount brokerage companies, Some advisors--this is already
the SEC concerning online advicenline banks, online residential mortbeing started--will offer educational
where there are no sales activitiegage companies, online content sitgmckages at a flat fee, while others
hoping regulators will see a substarand--this is where we think the bigwill experiment with flat-fee pricing
tive difference between answeringest demand will ultimately comefor insurance advice, budgeting and
basic questions and managing mifrom--401(k) plans,” says Peremelnvestmentadvice. Atthe sametime,
lions of dollars of client assets. “We have a person who used to bedvisors could create their own com-

Peremel believes that his firmhead of human resources at Applaunity, sharing or inventing tools,
has finally found a way to bring realComputer and MediaOne, who dodsstening to guest speakers, hosting
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"Operator, get me the guy who runsthat Internet thing."




web conferences.

Or sharing clients. “One of the
most intriguing aspects of this,” sa
Peremel, “is that we could beco
the environment where a CPA ort
professional, a financial planner a
an investment specialist or mortg
broker can all collaborate on helpi
the same client, sharing informati
through our site,” says Peremel. *
goal is to reach alittle over 1% of t
online financial services customer
in five years, and we think thatis
pretty conservative. There’s no re:
son why we couldn’'t scale up
services many times that numb
since the whole company is ess
tially virtual.”

| don’t want to go overboard her:
and declare MyFinancialAdvice.co
an important member of the planni
ecology before it is fully launche
Butl haven’'tseenaservice this pro
ising in years, and especially not or
that addresses the biggest probl
facing the profession right now: ho
to reach out to a broader segmen
the population. Bigger picture,
think it is possible that the tradition
planner/client relationship may n
be the future of the profession, that
more people go online, as more peof
gain accessto more information, the
are going to be more independ
than the current generation of clien
Yes, they will want access to a finar
cial planning, but in a very differen
relationship than the one we tend
take for granted today.
MyFinancialAdvice.com offers all o
us away to experiment with how the
planner/client relationship could loal
ten or fifteen years out. If you're
early-adopter, try it. If you're no
keep an eye on it, because it hast
unmistakeable look of the futume.
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