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How to Pay an Investment Advisor

owns $9,500 worth of ABC shares, and
$500 goes to Mona.

If Jim is a buy-and-hold investor, this
arrangement may serve him well. After
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paying $500 upfront, he might pay little or
no extra compensation to Mona, even if he
holds onto the fund for 10 years, 20 years,
or longer.

How to Pay an
Investment Advisor

Hiring Relatives

On the other hand, investment

AS weve seen in recent years, investment

professionals who get paid when a customer

markets can be extremely volatile. You may
decide to seek the help of an investment
advisor to improve returns, reduce risk,

or both. As is generally the case when

you work with any advisor, you should

get recommendarions from people whose
judgment you trust. Additionally, meet with
several investment professionals before you
make any commirments.

— Of course;your advisor will be

compensated for work done on your behalf.
Therefore, you should find out in advance
how a prospective advisor will be paid.
Here are the most common arrangements:

Commissions
Many advisors are licensed to receive sales
ch:lrgcs on securities transactions. You

makes a transaction may encourage their
customers to make unnecessary trades. To
prevent such abuses, you can work with an
advisor who comes strongly recommended
for his or her integrity.

What's more, nor all investments have
simple initial commissions. Mutual funds, for
example, often have different share classes.
You might pay a smaller upfront sales charge
for some types of shares but pay ongoing fees
in subsequent years. A trustworthy advisor
will explain those options and let you
decide which one you prefer.

Assets under management

As a client, you may pay fees rather than
commissions to an investment advisor.
Among several methods of assessing fees,

Will Become
More Attractive

Relocation May
Cut the Tax on
IRA Distributions
and Conversions

Tax Calendar
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Basis Builders

Sales commissions
paid when trading
securities can be
added to your
purchase price and
subtracted from your
selling price, reducing
your taxable gain or
increasing your loss.

might pay commissions when you buy the assets under management (AUM)
stocks, for example. Many mutual funds
are "load” funds, with various types of sales

charges.

technique is increasingly popular. In this
arrangement, you pay a fee that’s directly
related ro the amount of investment assets
Example 1: Mona Grant, a inancial for which the advisor is handling erades.
consulrant, advises Jim Harris to invest

$10,000 in ABC Murual Fund, which has a

5% upfront sales charge. Thus, Jim actually

An annual fee of 1% may be typical. Thar
percentage may be higher for small accounts
and lower for large accounts.
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