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What is a “fiduciary™?

You might get investment advice from anv of the following sources:

= g financial planner;

= i financial consultant:

= i finencial advisor,

= o, investment advisor

® 40 INvestment representitive;

= i stock broker:

=& weilth manager:

40, INsurinee wgant;

=y relutive: or

= o bank trust officer.

Which of these sources will owe a fiduciary duty to his or her clients? That is. which sdvisor will he required, by,
L, o put the interests of the client ahead of his or her own interests ?

The mast sccurate answer s, we cun’t be sure. Within days after the lew reforming the financial industry
wis signed by the President. the Securities and Exchange Commission asked for public comments about possibly
changing the standard of care assoclated with the delivery of investment advice. The new lww reguires the SEC o
stusdy the mutter, and having studied it, the SEC is empowerad 10 change those standards. The goal i5 10 enhance
fnvestor pritections and investor confidence.

Hrokers generally have been held s Usuitshility™ standard. That is, they must be confident that the products
they sell will meet client needs and time horizons. Some investment managers wre helid w s higher standard, that of
fiduciury duty. In sdditicn to putting clignt interests first, they must disclose all material conflicts of interest.

Those who believe that the suitability standard is sufficient are concerned that a change could undermine the
broker-dealer business model, which corrently provides investors with inexpensive finsncisl sdvice slong with the
products that they buy. There’s also concern thit pushing hrokers toward the fduclary stendard conld lead 10
ineressed litigation.

Certified Financial Planner Elaine Morgilla wrote in December: “Ttcontinues to astound me that sa little
regulation currently exists to impose o set of standard qualifications. or rules for evervone who provides financial or
investment advice 1o consumers.” She decried the use of titles and designations used by some advisors, along with
an “ulphabet soup™ of initials after an advisor™s name, o send & message aboul expertise that may have little basis in
reality.

We are ldociaries

The business mixdel of bank trust divisions and trost companies already  incorporates the standard of fiduciary duty,
und it has done 5o since these businesses were founded. Fiduclary duty is an essential element of trust serviee, and it
ilwievs has been. It goes well bevend a requirement 10 avoid conflicts of interest, though that element is present
There™s also o duty of loyalty to the beneficiaries. o duty o invest st assets. o duty of confidentiality. o duty o
furnish informetion. and to communicste and a duty o enforee and defend claims, among many others.

We are steeped in the raditions of tust mandgement and fductary responsibitites. Our operstional syvsems
are designed and our personnel are trained to see that these responsibilities are discharged properly. We do this job
and do it well: we do it every day.

A o whether fiduciary standards should be extended to others in the financial services industry, we are
contznt 10 leave that decision to the regulstors. The recemt bankruptey of MF Global, coupled with the apparent
misuse of over 81 billion in customer assels, sugeests that the regulators still have plenty of work to do.

Meanwhile. we are proud to declare that we welcome the applicition of fiduciary stendiards to our service
offerings.
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