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Markets	Recap
Asset returns and volatility were muted
in June. Pacific stocks (+1.76%)were the
only asset classmovingmore than 1% in
either direction. Foreign stocks continue
to lead theway halfway through2017.

different ways. Advisors advising on non-
retirement accounts can operate as
brokers under a suitability standard or as
registered investment advisors under a
fiduciary standard. The suitability
standard focuses simply on whether the
strategy meets the investor's objectives,
rather than the costs being incurred to the
client, as well as any potential conflicts
involved. The fiduciary standard's
emphasis is on putting the client's interest
ahead of the advisor, which means
disclosing conflicts and keeping fees
reasonable and transparent. If this is not
confusing enough, the two standards can
also operate simultaneously. The biggest
abuse we see is when hidden fees end up
getting kicked back to the selling broker.
The fact that the DOL thought investor
protection necessary is telling. While the
rule is a great step, the DOL's jurisdiction
is limited to retirement plans. The fact
that non-retirement accounts arenot held
to the same standard is another head
scratcher. The simple concept of
prioritizing investor's interests has been
left compartmentalized rather than an
industry standard. Even when the
intention is to simplify and add
transparency, the financial services
industry is very good at complicating.

Cape Ann Capital’s Perspective: The new
rule will hopefully move the public
towards greater clarity on the important
differences in advisory business models
and the higher fiduciary standard for
investor protection. As an
independent SEC Registered Investment
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Advisor, Cape Ann Capital already
operates under a fiduciary standard on all
client accounts and relationships.
Furthermore, our CFA and CFP®
designations also require their own
fiduciary standards, combined with robust
Ethics curriculum requirements. No
investment advisor, however, is ever
completely void of conflict. For example,
Cape Ann Capital could put our interests
ahead of a client's by encouraging a client
to keep assets invested with us rather
than paying a mortgage down. We are
legally required to disclose such conflicts
of interest under our SEC registration.

While the fiduciary standard and
transparency are core to our philosophy,
we believe our business model and
personal trading policy provide
the critical differencebetween 'talking the
talk' and 'walking the walk'. As Forbes
mentioned in a recent article, “just
because the rule is now in place does not
mean that all advisors have theeducation,
process, technology, and services to meet
the demands of the fiduciary standard.”
Cape Ann Capital is a fee-only registered
investment advisor. Our only source of
revenue is our management fee. We also
receive no commissions from investments
we buy on your behalf. We are diligent
about transaction costs and thedrain from
high fee investment products for the same
reasons our clients would be concerned
about these issues. We do better when
your portfolio does better.

The Personal Trading section of ourADV

Putting Clients First
On June 9th the Department of Labor’s
Fiduciary Rule finally went into effect.
Oneof themost impactful regulations in
the financial services industry was
implemented with very little fanfare or
noticedespitenumerous delays, intense
debate and extensive lobbying efforts.
The rule requires financial advisors to
put client interests ahead of their own
when advising on retirement accounts.
The fact there is any debate over
something as straightforward as always
doingwhat is best for the client boggles
the mind. Part of the public’s
indifferencemay begrounded in a belief
that advisors must already be operating
in their best interest. The financial
services industry, however, leaves the
door open to define responsibility in
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(on file with the SEC) “requires all
employees to have all of their personal
investments managed by the
company…. Employee portfolios look
just like client portfolios.” Wearebound
to care more about the funds we are
using and our portfolio construction
because we too are clients. For both
our clients’ portfolios, and our own, we
believeevery penny counts. We try to

do all the “little things” that may not
always beglamorous, and may takea bit
more time, but in the end truly
exemplify the spirit of the fiduciary
standard. We have a tried and true
rules-based investment process, but are
always willing to revisit that process if
there are improvements that can be
made to serve our clients better. The
advice we give to you is the advice we
are following in our own portfolios. The
industry leaves lots of grey area to call
oneself a fiduciary. The job is easier said
than done. Cape Ann Capital is walking
thewalk.

“Just	because	the	rule	is	now	in	
place	does	not	mean	that	all	
advisors	 have	the	education,	

process,	 technology,	 and	services	
to	meet	the	demands	 of	a	

fiduciary	 standard.	
-Forbes	Magazine	(June	14,	2017)
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