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President Obama is asking the U.S. Department of Labor to develop a proposal
that would require fiduciary standards for financial advisors and brokers who
handle retirement accounts. These proposals would specifically target situations
where advisors and brokers have the potential to deliver conflicted advice because
the advisors or brokers receive fees or commissions that depend on what their
clients invest in.

In cases like this, the best recommendation for the individual may not be the
solution that's best for the advisor's compensation -- thus, the conflict.

This proposal brings to light a critical retirement planning challenge that has a
real, direct impact on the financial security of retirees. A report released Monday
by the White House claims that conflicted advice leads to lower investment returns
of roughly 1 percentage point per year and that the aggregate cost of conflicted
advice is about $17 billion per year.

The report also says retirees who receive
conflicted advice will "lose an estimated 12
percent of the value of his or her savings if drawn
down over 30 years." Put another way, a retiree's
savings would last five years longer during
retirement if she received unconflicted advice
compared to conflicted advice. The White House
Play VIDEO report cites a number of academic studies in

Obama tells financial support of its point of view.
advisors to put client
interests first

To help protect retirees' savings, the proposal
would mandate that advisors and brokers who
provide advice regarding IRA and 401(k) accounts
adhere to what's known as the "fiduciary standard," where their highest priority
would be to make recommendations with a client's best interests in mind. The
current alternative to the fiduciary standard that many advisors and brokers
follow is that a recommended investment simply be "suitable" for their clients.

Unfortunately, this standard allows advisors and brokers to recommend
investments that may deliver significant compensation to the advisor, as long as
the investment is compatible with their client's goals and objectives.

The battle lines are already being drawn, with some financial industry
representatives claiming that Obama's proposals would require brokers to
abandon low- and middle-income retirees, that the financial industry is already
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highly regulated and that disclosure of the standards advisors and brokers use is
sufficient to allow consumers to make informed decisions.

Predictably, critics are claiming they can deliver more money to consumers
through a smart selection of investments. And, of course, consumer advocates are
applauding the proposals.

What does this mean for anyone who's relying on an IRA or 401(k) account for
retirement security? Don't wait for these proposals to become effective, which
might take years and could eventually be watered down. It's best for you to be Watch CBS News Live
vigilant now about managing your retirement savings.

Watch CBS News anytime, anywhere

The fiduciary standards would be a step in the right direction, but they don't with the new 24/7 digital news network.
guarantee results: It's still possible that your advisor might adhere to the fiduciary Stream CBSN live or on demand for
standard but lack the training or experience to guide you to a successful FREE on your TV, computer, tablet, or
retirement. smartphone.

To protect your savings, you'll want to take the following steps:

Ask any potential advisors if they adhere to the fiduciary standard or the
suitability standard. If they don't adhere to the fiduciary standard, ask them
why. And ask how they'll make recommendations that will best serve you.
Ask them to show you how much compensation they'll receive for various
investments they recommend. It's just good old American capitalism at work
to ask potential advisors the price of their services. If you don't understand
their answer, consider finding an advisor who can explain how much they
charge in language you can understand. It's your money, and you have a right
to know.

Investigate whether your 401(k) plan offers financial advice. Such advisors
typically follow the fiduciary standard, and they often charge much less than
retail advisors.

Be aware of the importance of keeping your investment costs low and the
long-term impact of active vs. passive management. A boatload of academic
studies support the conclusion that low-cost, passively managed investments
outperform high-cost, actively managed investments over the long run. These
studies provide evidence that disputes claims by brokers and advisors that
their higher costs can be supported by higher returns. Many employer- China lowers its growth target
sponsored 401(k) plans offer low-cost index funds, and you can find such
funds for your IRA at investment firms such as Fidelity Investments and
Vanguard.

Be extra vigilant at transition times, such as when you leave your employer or
retire. Conflicted brokers may advise you to roll over your money to their Market News
investments, even if you could simply leave your savings in your employer's

plan and continue to use investments with lower costs and potential for

higher net returns.

When you retire, you'll need to make critical decisions on when to start your

Social Security benefits, and whether to invest your savings to generate

retirement income (systematic withdrawals), buy an annuity with a lifetime

guarantee of your income, or use some combination of these two approaches.

Find an advisor who's compensated in a manner that doesn't depend on the

investment decisions you'll make and has training and experience with

generating retirement income, which is one of the most complex retirement

planning decisions you'll make.
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The bottom line: Be your own retirement regulator! It doesn't take a lot of your
time to become an informed consumer. In effect, you'll be paying yourself
thousands of dollars over your lifetime with the enhanced results you might
achieve.
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