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Is Your Advisor Held to a 
Suitability or Fiduciary Standard?

An agent or broker operating under a 
suitability standard is required to make 
recommendations based on what is 
suitable at this point in time. There is 
a legislative debate regarding whether 
all financial advisors should be legally 
required to put their clients’ needs 
before their own. Wait a minute! Aren’t 
all financial advisors already required to 
do this? The answer may surprise you. 

The answer is no. Under current law, 
the majority of advisors do not have an 
obligation to place your best interests 
first. Agents and brokers are merely 
required to make recommendations 
that are suitable at the time of sale. In 
contrast, Registered Investment Advisors 
(RIAs), such as Jentner, are required to 
act as a fiduciary, by avoiding conflicts 
of interest and operating with full 
transparency with an ongoing obligation 
to monitor the investments and the 
client’s financial situation.

Let’s illustrate this difference. Let’s 
say you are middle-aged and describe 
yourself as a long-term investor who 
is not bothered much by daily market 
volatility.

An agent or broker operating under a 
suitability standard is required to make 

recommendations based on what is 
suitable at this point in time. They are 
required to hand you a prospectus 
detailing if the investment product is 
operated by the company that employs 
them, that they will earn a commission, 
and whether an ongoing commission 
will continue to be paid to them in the 
future. Once you leave the agent’s or 
broker’s office, there is little further legal 
obligation to monitor your investment or 
financial situation.

A fiduciary advisor, on the other hand, 
must disclose all conflicts of interest, 
must make recommendations believed 
to be in your best interest, and has an 
ongoing duty of care to monitor your 
investments and financial situation.

Under the suitability standard, the 
financial-planning process can begin and 
end in a single meeting. For fiduciaries, 
the first client meeting marks only the 
beginning of the advisor’s legal obligation.

Investors should determine if they want 
a sales recommendation or ongoing 
financial advice. Do not take anything for 
granted. Work with a fiduciary advisory 
firm that is required to act as your 
fiduciary 100% of the time.
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How to Improve  
Investment Returns

The Future of Index Investing

It is likely your own behavior—not the market—that’s hindering 
your returns. Bruce Jentner, president

THE PRESIDENT’S WORD

How can a person improve their long-
term investment return? The answer 
may surprise you. Many people can 
improve their investing by modifying 
their own behavior. It is more likely that 
one’s own behavior—not the  
market—is letting you down. 

For years, the average returns of stock 
mutual funds have been compared with 
the actual returns earned by investors in 
those same funds. The research shows 
that the S&P 500 index averaged 9.85% 
per year over the last 20 years. The 
average stock fund investor, however, 
earned 5.19% annually, a gap of 4.66% 
annually.*

Why is there such a gap? Investor 
behavior is to blame. Investors don’t 
plunk their money down into a U.S. 

stock fund and leave it alone for 20 
years. Instead, they buy and sell, often 
at the wrong time. So, what should a 
serious investor do?

First, look back at your own behavior 
with honesty. Did you get scared and 
sell out during the market downturns? 
Did you get greedy and throw money in 
stocks when the market kept going up?

Second, admit that years of sound 
academic research are correct in 
concluding that there are no star 
money managers who consistently beat 
the market. Instead, invest in passively 
engineered stock and bond asset-class 
funds.

Third, treat the financial news as 
entertainment. A story that says 

you should diversify and hold your 
investments is boring. You will find barely 
a mention of it in the media. 

Fourth, rebalance your portfolio 
periodically. This means selling portions 
of your recent winners and reinvesting 
the proceeds into the laggards. This will 
force you to sell high and buy low.

It is the rare person who can go it 
alone. Even as investment professionals, 
we find it best not to manage our own 
investment portfolios. We use other 
members of the Jentner team to manage 
our own portfolios to avoid emotional 
involvement in our own investment 
decisions. Work with an advisor who 
can put your hopes and fears into 
perspective to help you adhere to a 
sound investment plan.

As more and more people discover that 
active investment managers struggle 
to beat their benchmark index, more 
money is pouring into index mutual 
funds and exchange-traded funds (ETF). 
Will index investing become another 
dangerous fad?

It has been observed that building a 
portfolio of investments to mimic a 
popular index may be the most creative, 
insightful, and successful investment idea 
of the last 50 years. It is relatively simple, 
inexpensive, and effective.* The majority 
of mutual fund and ETF purchases during 
the past year have been into index funds.

History repeatedly demonstrates that 
when something becomes too popular, 
risks develop and disappointment 
occurs. Is it possible that index investing 
will become too popular, creating 
disappointment for investors?

Yes, that could happen, at least 
temporarily. Healthy markets, what we 
like to call efficient markets, are driven 
by investors who act independently 
of each other with a great diversity 
of opinion. Because markets are not 
perfect, there can be periods of time 
when investors act in concert with each 
other, driving market prices up or down, 
reducing market efficiencies, creating 
bubbles or declines. This is what we 
call periods of irrational behavior. And 
markets can remain irrational longer 
than some people can remain solvent.

What does this mean to you as an 
investor? In our opinion, there are 
several things we should all remember:

1.   There is no “get out of jail free” card 
when it comes to investing. There are no 
safe havens. There are no investments 
that are risk free.

2. Even with the advantages of 
index investing, which include broad 
diversification, low cost, and sound 
relative performance, these investments 
will still fluctuate in value.

3.  Financial markets have historically 
been self-correcting. But concentrating 
too much in one asset class or one 
index can result in disappointing results 
because the time for markets to self-
correct can be much longer than 
expected.

4.  Getting professional help to sort out 
the risks and rewards of investing can 
improve an investor’s probability of a 
successful investment experience. 

* “The Perils of the Indexing Crowd” from 
Research Magazine; September 29, 2014
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Research once again shows that fewer 
than 1 in 4 active investment managers 
have outperformed their market 
benchmarks over the past 10 years. 
Each year, Standard & Poor’s compares 
how active investment managers 
have performed as compared to their 
respective benchmark index.

According to an article published 
earlier this year*, more than 86% of 
large-cap managers lagged basic indexes 
in 2014, and more than 82% lagged 
their index over the past 3-, 5-, and  
10-year periods.

The article notes that the report 
is adding more fire to the debate 
between active and passive investment 
management.  Are there lessons to be 
learned? 

First, we are truly living in the 
information age. The rapid availability 
of information on markets, companies, 
and world trends makes it very difficult 
for anyone to consistently get ahead 
of everyone else to take advantage of 
this information. This is true not just 
for the lay person but also for the 
professionals.

Second, the costs incurred by active 
managers are a challenging headwind 
for managers to overcome. Active 
managers are, for the most part, very 
intelligent people, but there are so 
many of them accessing so much 
information. This makes it difficult 
for any of them to consistently and 
repeatedly discover the arbitrage to 
overcome the costs they incur, as they 
attempt to outperform their colleagues 
and competitors. 

So, is it wise for people to simply invest 
all of their money into an S&P 500 
index fund? We do not believe it is 
appropriate to invest in just one index 
fund. Instead, a prudent investor invests 
in a basket of passively engineered 
asset-class funds, from stocks to bonds, 
from domestic to foreign, perhaps 
including some alternative investments. 
This creates diversification across 
thousands of global investments to 
mitigate risk while seeking a successful 
long-term investment experience.

There will be value fluctuations from 
day to day. For some people, this would 
not be comfortable or appropriate. 
But for those comfortable with 
the inevitable market fluctuations, 
diversifying into a risk-appropriate 
mix of broadly diversified, passively 
engineered funds can avoid the higher 
costs and historically lower returns 
of concentrated actively managed 
investments. 

* “For Active Managers, It’s Been a Brutal 10 
Years” by Jeff Cox; March 12, 2015

Daniel J. Bloom, CFP®, NSSA®
Director of Financial Planning

THE

The Bias of 
Confirmation

As investors, it is quite common to 
surround ourselves with people and 
news sources that have similar views 
and beliefs. This can have a detrimental 
effect on your investment portfolio.

Overconfidence can be fueled if we 
surround ourselves only with people 
and news sources that have similar 
views while discounting or ignor-
ing contrary views. This is called 
confirmation bias. If left unchecked, 
confirmation bias can fuel investor 
overconfidence, which may influence 
a person to take on more or less risk 
than they should. When it comes to 
money, investors need to understand 
contradicting views to make the best 
decisions for their long-term goals.

Work with a professional who consid-
ers multiple perspectives, weighing the 
pros and cons of each, to assist you 
in developing an appropriate invest-
ment strategy. No one invests with 
the expectation that their investment 
will lose money. But it is a fact that 
markets will go up and down, that the 
downside can last longer than expect-
ed, and that the change can be more 
extreme than desired. 

While all of us would like to predict 
what the markets will do, market 
predictions and their accompanied 
market-timing decisions are, candidly, 
dangerous. While there is a risk of 
being too aggressive, there is also the 
risk of being too cautious. Ultimately, 
safe havens do not exist. Every invest-
ment is subject to some type of risk.
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For Active Managers,  
It’s Been a Tough 10 Years
Over the last 10 years, less than 25% of active investment managers outperformed 
their market benchmarks.
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The Jentner Report is published quarterly by 
Jentner Wealth Management, 3677 Embassy 
Parkway, Akron, Ohio 44333, 330-668-1000. © 
2015 Jentner Wealth Management. All rights 
reserved. Information has been obtained from 
sources believed to be reliable, but its accuracy 
and completeness and the opinions based there-
on are not guaranteed, and no responsibility is 
assumed for errors and omissions. Nothing in 
this publication should be deemed as individual 
investment advice. Call Jentner Wealth Manage-
ment for consultation before making an invest-
ment decision. Any performance data published 
herein are not predictive of future performance. 
Investors should always be aware that past 
performance has not been shown to predict 
the future. Jentner Wealth Management is not a 
certified public accounting, tax, or legal firm. We 
do not engage in the preparation of tax returns 
or provide legal advice. If in doubt about the tax 
or legal consequences of an investment decision, 
it is best to consult a qualified expert. 

The Jentner Report is printed for our clients 
and select investors. If you have received this by 
mistake, please contact us to have your name 
removed from our mailing.
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Inflation: The Silent Killer
High blood pressure has been called 
the silent killer. If not treated, it 
causes death. Inflation is also a silent 
killer. If ignored, people begin their 
retirement with adequate income, 
only to discover they cannot maintain 
their standard of living throughout 
their retirement.

Inflation poses a threat to your 
long-term financial security. But 
unlike stocks and bonds, inflation’s 
daily fluctuations are not tracked in 
newspapers and financial websites. 
Inflation is invisible, a silent killer—
the high blood pressure of the 
financial world.

A study shows the cost of a Hershey 
chocolate bar has increased by 
1,300% over 35 years. Similarly, 
a first-class postage stamp has 
increased by 800%, and a Big Mac 
hamburger has increased by 570%. 
None of these items skyrocketed in 
price overnight. The prices gradually 
inflated.*

In the United States, the long-term 
inflation average has been 3%. Many 
economists fear the trend for future 
inflation is likely higher. But, let’s use 
this 3% long-term average to estimate 
its impact on a 62-year-old couple 
planning for a 30-year retirement.

If they begin retirement with a fixed 
annual income of $75,000, in their 
30th year, their $75,000 income will 
only purchase what $12,000 will buy 
them today!

If they want the ability to maintain 
the purchasing power of a $75,000 
income, they will need $182,000 of 
income in their 30th year!

Too many people confuse short-
term investment stability with 
long-term security. Work with a 
fiduciary investment advisor to help 
you determine how to maintain 
your standard of living for your life 
expectancy. Ignoring this will not 
solve the problem. Invest responsibly 
to mitigate the impact of inflation.

* The Terrible Truth About Investing by Bruce Temkin
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