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How to Find a Fee-only
Financial Advisor – And Why
it Matters

Some links below are from our sponsors.

If you’re like most people, your finances get more complicated with every passing year.
That’s especially true if you’re a business owner or have built an extensive investment
portfolio. Regardless of your situation, there comes a time when you may need to hire a
financial advisor.

Unfortunately, plenty of people are out there claiming the title.

I recommend that you limit your search to fee-only financial advisors. They are more likely
to put your financial interests ahead of their own since they don’t earn commissions from
selling you products and services.

In this article, I show you how to find a fee-only financial advisor and explain why fee-only
is necessary for most (not all) people.
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What Is a Fee-only Financial Advisor?
As the name implies, a fee-only financial advisor works on a fee basis. That is, the
financial advisor is compensated based on a fixed fee rather than earning commissions
from the sale of financial products or the performance of the investment portfolio.

A fee-only financial advisor reviews your overall financial situation and makes
recommendations for you to act upon. They may or may not purchase specific
investments or financial products. That will depend on the level of service you expect the
advisor to provide.

The fee structure for fee-only financial advisors can take different forms. It may be a flat
amount based on the expected service level, a straight hourly fee based on the number of
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hours the advisors dedicates to your work, or a fee amount determined by a percentage
of your assets under management.

Some advisors will use all three formats to accommodate the widest range of clients, and
you need to be able to make that distinction.

In this article, we are focusing on fee-only financial advisors. Those are advisors who
work only on a stated fee structure.

What about “Fee-based” Advisors?
Fee-only means they are compensated based on their time.

Fee-based advisors are paid for their time AND can earn commissions on recommended
investments and financial products. It’s a bit of sneaky wording here and while being paid
a commission based on what you recommend is perfectly fine, the two names are not the
same.

Be knowledgeable about which type of advisor you are working with.

Why You Should Work with a Fee-only
Financial Advisor
The main advantage of working with a fee-only financial advisor, compared with one who
is commission-based, is that it eliminates any conflicts of interest. It eliminates even the
hint of conflict.

A financial advisor who works on commissions can benefit from “churning your account.”

That includes everything from making repeated trades in your investment portfolio to
setting you up with certain financial products on which he or she earns a commission.
That’s not to say that all advisors who earn commissions will do this, it’s that it’s possible.

A prominent example is specific insurance products on which the advisor will earn a
commission from the issuing insurance company.



Since a fee-only advisor doesn’t earn a commission, there’s less of a bias. The use of fee-
only compensation gives the advisor incentive to move you into investments or financial
products that will benefit you, not generate revenue for the advisor.

Similarly, any financial advisor you choose to work with should be a fiduciary (see the
explanation for this term under How to Research Fee-only Financial Advisors below).

The lack of conflict of interest creates a second benefit, and that’s objectivity. As a fee-
only advisor, the financial planner can provide an objective opinion of your financial
situation and what moves and investments you need to make.

In a way, the fee-only arrangement effectively creates a clear alignment of
priorities.

You’ll be able to request ongoing advice from the advisor without worrying he or she may
steer you into financial products designed primarily to earn a commission.

Finally, the fee-only compensation structure creates transparency of cost. Unlike a
commissioned financial advisor, where you can never know exactly what you will pay until
the end of the year, a fee-only financial advisor gives you the advantage of knowing
exactly what you will pay.

That alone can make the job of financial management easier.

Downsides to Working with a Fee-only Financial
Advisor

As good as all that sounds, working with a fee-only financial advisor is not the best
strategy for everyone. There are several downsides to be aware of.

Cost. If you have an investment portfolio of, say, $100,000, it may be cost prohibitive to
pay an advisor $2,000 to manage it. In that situation, a commission-based financial
advisor working with one of the major investment brokers may be the more cost-effective
choice. Just be sure the advisor is not making an excessive number of trades within your
account.

An AUM (“assets under management”) limit. Many financial advisors set a minimum
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investment account size for potential clients. $250,000 is a common minimum; some set
the floor at $500,000 or even $1 million. If your portfolio is smaller, a fee-only financial
advisor may not work with you. While this is less likely with a fee only advisor, it’s still
possible.

You might pay outside fees. A fee-only financial advisor charges only for the services he
or she provides. If, for example, the financial advisor recommends taking a large life
insurance policy, you may need to purchase that through an insurance agent. That will
involve paying a fee to the agent (paid through your premium for several years).

A financial planner may also bring in outside services involving additional fees. This can
include attorneys, accountants, and actuaries, who will have their fees.

The competence factor. Though an advisor may be listed as a financial advisor, it’s not a
guarantee of their skill or ability. The advisor may have limited experience or work
specifically with clients in a certain income or asset range or even occupational
specializations. This is true of any advisor though.

How Much Should You Pay for a Fee-only
Financial Advisor? 
How much you should pay for a fee-only financial advisor will depend on a combination of
factors, including:

• The size and complexity of your financial situation.

• Your geographic location – these are typically higher in larger cities than in small
towns.

• The education, experience, and reputation of the financial advisor.

• Which specific fee structure will be used – a flat amount, an hourly charge, or a
percentage of your total assets under management?

• The amount of planning and number of services involved.

The most basic service financial advisors provide is designing a comprehensive financial
plan. A financial planner will typically charge a flat fee for this service. But that fee can be
anywhere from $1,000 to several thousand dollars, depending on the size and complexity



of your financial situation and your future financial goals.

If the financial planner charges hourly, the fee can range between $150 and $400 per
hour.

If the fee structure is based on the percentage of assets under management, these can
range from 1% to 1.5% of your portfolio value. For example, if your investment portfolio is
worth $500,000, expect to pay the advisor between $5,000 and $7,500 per year.

Additional Fees

You should also be aware that the financial advisor will likely charge additional fees for
unscheduled projects.

For example, if you agree to pay a financial advisor $5,000 to provide investment
management and retirement planning, the advisor may charge an additional $1,500 if you
request estate planning.

In deciding how much you should pay a fee-only financial advisor, decide exactly what
services you want him or her to provide. You should then be provided with an estimate of
the advisor’s cost of providing those services.

With that information in hand, evaluate if the fee you will pay to the financial advisor will
justify the expected outcome. And as is always the case with using any professional, you
should check between at least three or four providers before deciding on the best choice
for you.

How to Research Fee-only Financial
Advisors
Perhaps you have never worked with a financial advisor or feel your current advisor isn’t a
good match. There could be different reasons for this – you may be unhappy with the
fees they’re charging, you don’t fully trust your advisor, or your personalities don’t match.
If that’s the case, here are some places you can go to find a qualified advisor.

Use a Financial Advisor Matching Service



Several online platforms offer a financial advisor matching service. Here’s a closer look at
two popular options: WiserAdvisor and Money Pickle:

WiserAdvisor

WiserAdvisor refers investors to vetted financial advisors who participate in its matching
program. The company has been around since 1998 and, through its parent company, is
registered with the U.S. Securities and Exchange Commission (SEC).

There is no cost to be matched to an advisor who meets your criteria (advisors pay fees
to WiserAdvisor for access to their client network.) However, investors must have a
minimum portfolio size of $50,000.

To participate, you will be asked to complete a short survey. By gathering some basic
information, such as your location, years to retirement, whether you own a home,
investment experience, and portfolio size, WiserAdvisor can recommend qualified
advisors who they believe would be a good fit.

Note that there is no obligation to sign on with any advisor. If you’re not interested in the
matching service, you can still browse through WiserAdvisor’s extensive directory of
financial advisors to find one in your area.

You can learn more about the platform in our WiseAdvisor review.

Money Pickle

Money Pickle is a newer financial advisor matching platform offering a similar service to
WiserAdvisor. However, with Money Pickle, you can be matched to an advisor regardless
of your portfolio size. Its service is free, and there is no obligation to continue working
with an advisor beyond the initial consultation.
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Be aware that while Money Pickle only works with trusted advisors who have been
thoroughly vetted, advisors pay Money Pickle from their advertising budgets for access to
the matching program. The more an advisor pays, the more investors they get matched
to.

Another thing to remember about Money Pickle and WiserAdvisor is that both companies
work with fee-only AND fee-based advisors. So, if it’s essential that you deal with a fee-
only advisor, you’ll want to make this known. If unsure, you can always ask the advisor
about their fee structure.

Learn more about Money Pickle.

Search the NAPFA Database 

You can search for qualified financial advisors through the National Association of
Personal Financial Advisors (NAPFA). It’s a database of fee-only, fiduciary financial
advisors nationwide. By entering your ZIP Code, you can access qualified personal
financial planners in your area. 

When I entered my ZIP Code, I found eight qualified financial planners within 10 miles of
my home. You’ll be provided with a list of advisors in your area, which you can narrow
down by reviewing their qualifications and visiting their respective websites.

Interview Several Advisors

Much like when you get a quote for work on your home, you’ll want to meet with several
financial advisors to establish whether they’re a good fit for you and your finances.

It’s more than just discovering whether you “like” them. You want to work with someone
you can build a rapport with, but also someone you feel is competent. By speaking with
several advisors, you’ll better understand who is a better fit for you.

In evaluating which advisors you want to work with, look for professional designations.
One of the most common is Certified Financial Planner, or CFP. Financial planners must
have a bachelor’s degree and take specific coursework to earn the designation. They’re
then required to pass an examination to receive their certification.
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No matter what type of fee structure a financial advisor uses, be sure to select one who
acts as a fiduciary. The fiduciary advisor is one who, by law, must manage your finances
for your benefit and not for his or her own. It’s important to understand that not all fee-
only financial advisors are fiduciaries. That’s why it’s critical to research this issue with
any advisor you’re considering and select only those registered as fiduciaries.

Not All Financial Advisors are Equal
This is yet another mission-critical task in finding the right financial advisor. Unfortunately,
“financial advisor” is a loose professional term. Virtually anyone who works in any
financial capacity can use the title.

As an example, I worked for a mortgage broker for several years. When I started with the
company, I asked what title I should give myself on my business cards. The answer:
anything you want!

I could have put “financial advisor” on the card and called it a day. But I didn’t see my job
as broad and used something much more limited. However, not everyone is that hesitant,
and a financial advisor (or financial planner) is one of the most overworked designations
in finance.

Beware of insurance agents posing as financial advisors!

Some financial advisors are insurance agents. Since they work for a specific insurance
company, the answer to your financial needs will always be a product offered by that
insurance company.

It won’t matter if it’s actual insurance or investment; you’ll be placed in a plan from the
insurance agent/financial advisor’s employer. The agent will be compensated based on
the number, type, and size of insurance-related products he or she can sell you.

Insurance agents aren’t the only people using the financial advisor title. Others include
investment brokers, real estate agents, loan brokers, bankers, and anyone with a financial
product or service to sell.

Be careful with these “advisors” because they specialize in a single financial product or
service. They are not qualified to provide across-the-board advice on your financial life.
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And it should go without saying that most work on commission, which is the exact
opposite of a fee-only arrangement.

Final Thoughts
Unfortunately, we live in a world where just about anyone with a business card can call
themselves a financial advisor. But financial advisors come in all shapes and sizes and
with all types of compensation arrangements – often ones that are counter to your best
interests.

That’s why you need to concentrate your search on fee-only financial advisors,
specifically those who are fiduciaries and whose expertise matches your financial profile
and personal needs and preferences.

By following the steps in this guide, you should be able to find the right person for the job.
Make a serious effort because this is an area where choosing the wrong person could
cost you many thousands of dollars. But choose the right person, and you could have a
best friend in pursuing financial independence.
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About Kevin Mercadante

Since 2009, Kevin Mercadante has been sharing his journey from a washed-up mortgage
loan officer emerging from the Financial Meltdown as a contract/self-employed "slash
worker" – accountant/blogger/freelance blog writer – on OutofYourRut.com. He offers
career strategies, from dealing with under-employment to transitioning into self-
employment, and provides "Alt-retirement strategies" for the vast majority who won’t
retire to the beach as millionaires.

He also frequently discusses the big-picture trends that are putting the squeeze on the
bottom 90%, offering workarounds and expense cutting tips to help readers carve out
more money to save in their budgets – a.k.a., breaking the "savings barrier" and
transitioning from debtor to saver.

Kevin has a B.S. in Accounting and Finance from Montclair State University.

Opinions expressed here are the author's alone, not those of any bank or financial
institution. This content has not been reviewed, approved or otherwise endorsed by any
of these entities.
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