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The Smart Investor

Do you really need a financial plan?
"Not everybody would benefit from the big report.”
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It sounds simple enough: accredited financial planners should produce financial plans for all their clients. Do you ever wonder why things
don't work out that way? Here are the reasons:

You don't need a plan

A financial plan is a detailed document that articulately explains the person's
goals and offers specific recommendations. Some plans can be up to 40 pages.
But does everyone require one of these gems?

About the Author
Deanne Gage isa Toronto-based writer who
has specialized in personal-finance issues

since 1999. A recipient of several joumnalism Not necessarily, despite what some advisors and financial institutions might
awards, including one from the Investment say. Clients just might need some financial-planning advice, says Heather
Funds Institute of Canada, she isalso a MacDonald, regional financial-planning consultant, southern Alberta, with

former editor of Advisor's Edge and Calgary-based RBC Financial Planning. "It varies depending on where they are in

life," she says. "Not everybody would benefit from the big report. They just might
need advice on proper cash-flow planning, for instance."

A student probably does not need a full comprehensive plan, notes Derek
Moran, a fee-only registered financial planner with Smarter Financial Planning Ltd. in Kelowna, B.C. "A young person who is going
through a lot of changes from paying off student loans to changing jobs, it doesn't make sense," he says.

Instead, someone in that predicament -- who probably doesn't have any assets to invest, anyway -- would be better served by simply
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Advisor.ca. She can be reached at
deannegage@gmail.com.
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having a few conversations with an advisor or money coach. "Young people just need to be pointed in the right direction to make sure
they aren't making any huge mistakes," he says. "We might focus on a savings plan, talk a bit about investing or a person who they can
be in contact with periodically with questions as they arise. It doesn't need to be some elaborate document."

Who probably does need a plan? Essentially, people who are going through life events like marriage, having children, or who want to
focus on saving for retirement. As Scott Plaskett, CEO and senior financial planner of Toronto-based IRONSHIELD Financial Planning
puts it, "people who have more responsibilities on their shoulders than they did when they were younger."

You don't want a plan

Some investors have managed to get through life OK without an advisor-led financial plan by spending
less than they make, saving tons of money and investing in low-cost index funds. And frankly, they
have the time to manage things themselves. So why bother with a professional plan now? That's the
feeling of some consumers.

For example, when Plaskett recently acquired some clients from a retiring advisor, some of the
clients didn't want to proceed with a financial plan. Or, they procrastinated, waiting for the right
moment. "They didn't have a plan with their other advisor, so we're encouraging them to have one but
we're not requiring it," he says. "If you're starting with us fresh you are going to have a financial plan
because that's the tool we use to determine what you need to do to make your goals a reality."

You aren't willing to pay for a plan.

A financial plan costs money, any way you slice it. The plan may seem like it's free because the
financial planner has told you there's no upfront out-of-pocket expenses. In reality, a commission-
based planner is paid by any investment or insurance products you buy to implement the plan.
Sterling Rempel, a CFP professional with Future Values Estate and Financial Planning in Calgary, finds people are more comfortable
with a commission-based structure since they avoid sticker shock.

A 2011 study from the Investment Institute Funds of Canada backs up Rempel's claim. IFIC found 59% of investors who already hold
funds prefer any fees be rolled into mutual funds. "You do need to disclose [how you are paid] to the client and | find that clients indicate
their understanding, at least from the outset," says Rempel.

This assumes, however, that you actually have money for products in the first place. Not everyone does. Others are uneasy with what
they deem a conflict of interest. Is my advisor selling me a product that is truly in my best interest or the product that will pay him the
highest commission?

That leaves the option of paying for the financial plan directly, which can cost anywhere from $700 to $10,000, depending on the
complexity. According to the IFIC report, 33% of fund investors prefer to pay for advice separately.

More planners like Plaskett are choosing the latter form of compensation to show the value and work put into the plan. "Tying the plan
and product together can create an inherent bias and we're doing everything we can to keep that bias at bay," he explains. "So we
charge for the writing of a financial plan and they choose how and whom they want to implement [the product]. In the majority of cases,
they will implement through us but it's not a requirement."

Click here for a video report

Derek Moran

Print [] Reprints  [=] Feedback All

oJalclg gl ol el islsl e MEIRIORYETES[6]g  Are you a developer? Try out the HTML to PDF API pdfcrowd.com


mailto:cafeedback@morningstar.com
http://www.morningstar.com/aboutus/mediakit/contact_main.html
http://cobrands.morningstar.ca/printArticle.htm
javascript:largerFont()
http://pdfcrowd.com/html-to-pdf-api/?ref=pdf
http://pdfcrowd.com/customize/
http://pdfcrowd.com/redirect/?url=http%3a%2f%2fcobrands.morningstar.ca%2farticle%2farticleGL%3fid%3d532117%26culture%3den-CA%26cobrandId%3d50&id=ma-130121203127-97ab7ae4
http://pdfcrowd.com

Copyright © 2013 Morningstar Research Inc. All rights reserved. Please read our Terms of Use and Privacy Policy. If you have questions or POWERED ST

comments please contact Morningstar. MmHNl"GH‘mH

More from the Star

) thestar.com QEESITRTENY] (X thestar.com ’C thestar.com (P thestar.com
o . 5 q

=Y = ' 3 A

I-.II v&‘\m;l

Liberals repeal Bill 115 Ouch! It’s the January Murder victim burned Behold, this is the : $50 million donated to Neighbour from hell
tax bite beyond recognition world's fastest street cancer research trial starts
legal car

thestar.com Toronto Star Advertise with us Initiatives Stay up to Date

w heels.ca toronto.com Stock Photography Cheap Flights New in Homes Car Insurance Quotes Leasebusters.com Save.ca ShopTV starsavers.ca

P thestar.com
© Copyright Toronto Star 1996-2012 | Terms & Conditions | Privacy Policy

oJalclg gl ol el islsl e MEIRIORYETES[6]g  Are you a developer? Try out the HTML to PDF API pdfcrowd.com



http://www.morningstar.ca/
mailto:cawebmaster@morningstar.com
http://www.morningstar.ca/globalhome/personalize/PrivacyPolicy.asp?language=ENG
http://www.morningstar.ca/globalhome/personalize/freeuseragreement_CA.asp?language=ENG
http://www.morningstar.ca/globalhome/AboutUs/index.asp?language=ENG
http://www.thestar.com/privacy
http://www.thestar.com/terms
http://www.thestar.com/
http://www.thestar.com/aboutus/affiliates
http://www.starsavers.ca/
http://shoptvcanada.com/
http://save.ca/
http://leasebusters.com/
http://www.insurancehotline.com/
http://www.newinhomes.com/
http://travelalerts.ca/?utm_source=TheStar&utm_content=homepage_textlink&utm_campaign=TheStar_Homepage
http://www.getstock.com/
http://www.toronto.com/
http://www.wheels.ca/
http://www.thestar.com/getmobile
http://www3.thestar.com/static/newsletter/email_registration.html
http://www.thestar.com/alerts
http://www.thestar.com/twitter
http://www.thestar.com/rssfeeds
http://www.thestar.com/aboutus/communitygiving
http://www.classroomconnection.ca/
http://www.thestar.com/speakersbureau
http://www.thestar.com/freshairfund
http://www.thestar.com/santaclausfund
http://mediakit.thestar.ca/details25624.htm
http://mediakit.thestar.ca/index47285.htm
http://mediakit.thestar.ca/index42368.htm
http://mediakit.thestar.ca/
http://www.thestar.com/article/1266257
http://jobs.workopolis.com/jobshome/db/thestar.featured_joblist?pi_employer=18950
http://www.thestar.com/aboutus/internships
http://www.thestar.com/aboutus/news
http://www.thestar.com/contactus
http://www.thestar.com/subscribe/selfservice
http://www.thestar.com/subscribe
http://www.thestar.com/article/974222
http://www.thestar.com/article/542441
http://www.thestar.com/aboutus
http://www.thestar.com/privacy#behavioral
http://www.thestar.com/sitemap
http://www.thestar.com/faq
http://www.thestar.com/contact/webmaster
http://www.thestar.com/opinion/corrections
http://www.thestar.com/sitemap/today
http://www.thestar.com/news/gta/crime/article/1317848--junction-bullies-felice-and-ralph-scala-son-faces-new-charges-father-s-trial-begins
http://www.thestar.com/news/gta/crime/article/1317848--junction-bullies-felice-and-ralph-scala-son-faces-new-charges-father-s-trial-begins
http://www.thestar.com/
http://www.thestar.com/living/health/article/1317859--slaight-family-donates-50-million-to-toronto-hospital-for-cancer-research
http://www.thestar.com/living/health/article/1317859--slaight-family-donates-50-million-to-toronto-hospital-for-cancer-research
http://www.thestar.com/
http://www.wheels.ca/news/insider-report-watch-the-worlds-fastest-street-car/
http://www.wheels.ca/news/insider-report-watch-the-worlds-fastest-street-car/
http://www.wheels.ca/
http://www.thestar.com/news/gta/crime/article/1318042--etobicoke-murder-victim-was-burned-beyond-recognition-after-assault
http://www.thestar.com/news/gta/crime/article/1318042--etobicoke-murder-victim-was-burned-beyond-recognition-after-assault
http://www.thestar.com/
http://www.thestar.com/moneyville/investing/article/1316866--ouch-it-s-the-january-tax-bite
http://www.thestar.com/moneyville/investing/article/1316866--ouch-it-s-the-january-tax-bite
http://www.moneyville.ca/
http://www.thestar.com/news/canada/article/1318086--bill-115-liberals-repealing-controversial-anti-strike-law-for-teachers
http://www.thestar.com/news/canada/article/1318086--bill-115-liberals-repealing-controversial-anti-strike-law-for-teachers
http://www.thestar.com/
http://pdfcrowd.com/html-to-pdf-api/?ref=pdf
http://pdfcrowd.com/customize/
http://pdfcrowd.com/redirect/?url=http%3a%2f%2fcobrands.morningstar.ca%2farticle%2farticleGL%3fid%3d532117%26culture%3den-CA%26cobrandId%3d50&id=ma-130121203127-97ab7ae4
http://pdfcrowd.com

