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No free lunches. 'Free'advice
comes with invisible strings

vice provided to you. Ad-
vice that is p.ovided by a
personwho does not
have any conflicts ofin-
terest wiih you could be
categorised as objective.
The conflict orbias may

I A IREE D\aD player-A with every 2r"
I \FlaBcreen ry I
am mtmuch of an elec-
tronics buff, but i see
quite alotofthese and
then I read somewhere

Ilatscreen also available
without the offel. If you
know what I am pointilg
at, you knowthar the
D\'D player isn't foi free
because the one without
the 'free' offer costs less-

Now look at these ads
rhat l justmadeupin my

'lree advice on which
air conditjoner to buy'
'Iree advice on which TV

'free advice on which

Now imagine that
rhese are being issued by
individualAC, ry and car
companies themselves
and not disinterested
third parties. We don\ see
such ads, and ifwedid.
we wouid not trust them
for we know that each
company will oniy make
its ownbrand the best.

So why do we believe
the ads when they say:
'Free advice on how to
planyour retiremenf or
'F.ee advice on how to
choose a mutual tund'.
Itt pretty obvious that

there is a diff€rence be
tween 'free advice' and
qualified, competent and

What is competent?
Since there are no such

specific certifications in
india yet, I would define
comperency for providing
financial advice as good
basic knowledge ofeco'
nonics, fi nancial markets

lf we would not believe ads from companies that offered

accept advice when insurance and mutualfund
companies offer'fiee' advice on our retirement, insurance
needs or financial future?

Where ale these
unbiased advisors?

There may besuch ad
visors in Indja but they are
dilficuh ro find. Butthe ef-
tbr6 ro bdld strch a pro-
fe$ion are already on. In
rhe meantime you, as in-
vesto$ seekjng competent
and objecdve advice, can
do a few things to prcted

I . when choosi!8 your ad-
!iso! nake the advjsor's
qralifications and knowl-
edge the key factors in
makjng your decision. Do
not ge! swayed by rcbales,
varietyofproducls, tur
nishinss of a fancy ofnce
or and ftis is very impor-
ranr, the falade ofa big

2. Strggest to youradvjsor
thatyou would be very
comfortable if you could
know who will pay hjm
for providing you advice
and how much. Please
make an lronesl commit
menr ro l m tharyou will
nor askhim ro rcbate
commissions toyou. You
can onlyvoice this. There
are no rcgulations which
force an advisor ro dis
close this conflict of inter-
est, jn ourcountryyet.
Bur ifmany clients voice
dris,Ihere is.t a doubr
rhar ir will become an in
ousry pracdce soon.

be introduced by incen'
tives or disincentives
wh€ther financial or oth
erwise from someone

cljent. You wantyour ad-

ljkely to be objective jn

hisadvice. If he acceprs
commissions, incenrives
orFeebies or tickers ro
conferences (reninds me
of medicos rravellins on
conferences on budgets
sponsored byphama
companies) fion a prod-
uct piovider then he may
be very much the water
punfier salesman advis-
ingyou on whichwater

and regulations conbined
with the ability to see the
whoLe financial picture of
an individual (notjust
taxation or just insurance

What is obiective?
We couid define objec

tivity as ihe lackofpreju-
dices orbiases in the ad-

visor to tell you what to
do, with solely your jnter-

estin mind and not on
what he is going to eam
because ofyourdeci-

I believe that a finan
cial advisor who accepts a
fee ftom his clienr as the
only compensation in re-
trm for his advice is most

filterto buy. There could
also be a conflict ofinrer
est in the ownership of his
pracrice- In the sense drat
a wealrh managemenr
firm, that is owned by a
product manuiactrrer,
would represent a conflict
of interest irrespectjve of
the method ofcompensa
tion adopted by rhe firm.

'fiee advice' on which white good to buy, why do we


