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Financial and investment professionals can go by many different names these days like “Financial Advisor,”  “Investment 
Consultant,” or “Private Wealth Manager.” While the name changing can be confusing, there are distinct types of 
professionals, and important differences between them.   People need to understand those differences to help ensure 
they use the right professionals for their needs. 
 
The reality is that most financial professionals (“Financial Advisors” or otherwise) work as brokers, agents, and other 
commission-based sales representatives.   It does not matter which firm these representatives work for, the fact is that 
they are all in the business of distributing investment products.  For example, fund companies and insurance companies 
pay brokers and agents to sell products like mutual funds and annuities.  When working with these representatives, it is 
important to remember that they are paid by third-parties to sell specific products.  Furthermore, they are not obligated 
to place client interests before their own.    
 
There is another type of professional known as a “registered investment adviser” (aka RIA).  RIAs are not commission-
based and are not in the product distribution business.   Clients hire RIAs to provide advice.  That advice can come in 
different forms like financial planning, investment recommendations, or portfolio management.   Whatever the form, 
the point is that RIAs answer to their clients because they are paid by clients to represent the clients’ interests.   
Furthermore, RIAs are contractually obligated to place client interests before their own.   
 
The RIA difference is so significant that RIAs are regulated by a special set of laws.  Federally regulated RIAs are subject 
to The Investment Adviser’s Act of 1940.  Under these laws RIAs have a legal obligation to place client interests before 
their own, also known as a “fiduciary duty.”  Other types of representatives are not held to this same standard.  For 
example, brokers are subject to The Securities Act of 1933.  Under these laws brokers are not required to place client 
interests before their own, they do not have a fiduciary duty to their clients.   
 

 
 
To clarify, a “fiduciary” is a person or entity that has been entrusted with the responsibility of managing property and/or 
finances for another party, often referred to as a “principal.”  Fiduciaries are legally required to operate with prudence, 
honesty, and good faith when managing such affairs.  They have a legal obligation to place the interests of principals 
before their own at all times.   A fiduciary duty is considered to be the highest standard of care by law.  As such, a 
fiduciary is held in a position of tremendous trust and confidence, and is expected to be extremely loyal to the principal 
who he/she/it owes the duty.  
 
RIAs are subject to this higher standard of care because clients pay RIAs specifically to provide investment advice.  That 
places the RIA in a position of explicit trust, and thus the RIA is required by law to uphold a fiduciary duty to the client.  
Representatives like brokers, on the other hand, are paid to sell products, not to provide advice.   Therefore, they are 
not legally required to maintain a fiduciary duty to clients, and the old adage “buyer beware” applies. 
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One caveat to keep in mind is that some investment professionals may function as RIAs, brokers, insurance agents, 
bankers, and other representatives all at the same time.  This juggling act allows the representative (and the firm) to 
offer many different services.  However, it also complicates the client – advisor relationship.  For example, how does the 
client know who’s interests is being represented at any given moment?  Does it depend on which “invisible hat” the 
representative is wearing?  Can we trust the representative to clearly disclose “I am not currently acting in your best 
interests as an investor?”  While this lack of transparency can be lucrative for firms, it can come at the expense of 
clients.  
 
If you are uncertain of whether your advisor is a broker or agent there are public, government websites you can use to 
check.   The Financial Industry Regulatory Authority’s (FINRA) “BrokerCheck” online tool can look up if your advisor is 
currently actively registered as a broker.  Your State’s Department of Insurance website can lookup if your advisor is 
currently actively licensed as an insurance agent.  In California, you can use the CA DOI’s “Check License Status” online 
tool.  
 
Investing is complicated enough as it is, investors should not need to second guess which side of the table their advisors 
are sitting on.  BCM is a 100% fee only, registered investment adviser only firm.  BCM does not engage in any other 
businesses like brokerage, banking, or insurance.  Ultimately that means BCM maintains a fiduciary duty to clients 100% 
of the time.  For additional information about how to properly evaluate and choose an advisor, please see BCM’s white 
paper “Questions for Your Advisor.” 
 
The purpose of this paper is not to imply that all RIAs are good and that other professionals are bad.  It is to clarify RIAs 
and other professionals offer different services and have different duties to their clients.   Ultimately, what type of 
professional is appropriate to use depends on an individual’s needs needs.   Someone may not need a fiduciary 
relationship to buy and hold 100 shares of a blue chip stock.   However, someone who wants a professional to take over 
the management of his/her portfolio probably should have a fiduciary relationship in place.  Please see the diagrams 
below for a visual summary of how clients, brokers, and RIAs interact.   Thank you for reading. If you or anyone you 
know has questions about or needs help with investing, please do not hesitate to contact BCM.  
 

Most “Advisors” are not Fiduciaries 
 

Most “Financial Advisors” are brokers, agents, and other commission-based representatives that are paid to sell financial 
products.  They are on “sell side” and do not have a legal fiduciary duty to clients. 
 
 

 
 
 

RIAs have a Fiduciary Duty 
 

Registered Investment Advisers (RIAs) are not paid to distribute products.  They are paid to represent client interests.  
RIAs are on the “buy side” and have a fiduciary duty to clients.   
 

 

 

http://www.finra.org/Investors/ToolsCalculators/BrokerCheck/
http://www.insurance.ca.gov/license-status/
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Bellwether Capital Management LLC (BCM) is a registered investment adviser (RIA).  It provides independent, objective, 
and comprehensive wealth management services for individuals, businesses, and organizations.  Please visit 
www.bellwethercm.com or contact BCM at (415) -968-5881 to learn more.  
 
Disclosures 
 
This is for informational purposes only.  None of this information constitutes investment advice.  None of this 
information constitutes an offer to buy or sell any financial product or service.   Bellwether Capital Management LLC 
does not provide tax, legal, insurance, or accounting advice.  Investors should understand that investing is inherently 
risky and it comes with the potential for principal loss.   Performance cannot be guaranteed, there is no guarantee that 
an investor’s objectives will be met, and past results are no guarantee of future events.  While this information is 
believed to be accurate, its accuracy cannot be guaranteed. The availability of investment products and services may 
differ based on jurisdiction.  Everything herein is subject to Copyright by Bellwether Capital Management LLC.  
Unauthorized reproduction of this content in any part is strictly prohibited.  You acknowledge that you have read, 
understand, and abide by these disclosures.  In addition, you release Bellwether Capital Management LLC and any of its 
employees, representatives, affiliates, or other related parties from any liabilities related to using this information. 


