Investment Corner
Larchmont resident Ian A. Post, is the Principal of Fifth Set Investment Advisors LLC. Fifth Set is the result of his evolution of thought in regard to
conventional investment management. His experience and education led to research for a smarter approach to portfolio management and
financial planning. Prior to Fifth Set, Ian conducted fundamental equity research at Citigroup, Credit Lyonnais and CIBC Oppenheimer. Ian earned
a BS in Engineering and Public Policy from Washington University and an MBA with concentrations in Finance and Statistics from NYU and is a
holder of the Charted Financial Analyst designation, a member of CFA Institute and a CERTIFIED FINANCIAL PLANNERTM certificant.

A

s the principal of a Registered Investment Advisory firm, I don’t have
a philosophical issue with payment for
financial services and advice. Compensation
for services provided is a cornerstone of
our economic system. I do, however, have
a problem with expenses charged without
commensurate services provided. A recent
review of a new client’s existing 529 college
savings plans demonstrated how critical it
is that clients understand the services they
receive in exchange for the fees they pay.
529 college savings plans come in two
flavors: (1) direct plans that are opened and
managed by investors and (2) advisor-sold
which are opened by brokers for their
clients. In New York for instance, Vanguard offers investments in the direct plan
(www.nysaves.org) while J.P. Morgan offers
investments in the advisor-sold plan (www.
ny529advisor.com).

To understand how important an issue this
is, let’s examine the cost differences between
the two New York 529 plans.1
We can see from the table above that the
cost of the advisor-sold plan is ten times
that of the equivalent direct-plan over a
ten-year holding period.
Most anyone can open an online account,
select an age-based investment option, and
fund the account. So, what services should
a client of an advisor-sold plan expect in
exchange for the additional fees? They
should, at a minimum, receive assistance
in answering questions and monitoring
progress toward the following:

• What are our college savings goals?
The primary difference between the plans is • How much do we need to save to achieve
those goals?
the cost of their investment options. In exchange for much higher fees, the expectation • How does the college savings goal interact
with our other financial goals?
(hope) would be that the advisor-sold plan
•
Beyond simply funding 529 plans, what
would offer an exceptional level of additionother strategies might make sense?
al services. In this case, the clients were not
• What are the tax, gifting and estate
receiving additional services, beyond basic
planning opportunities around college
investment management, in exchange for
savings plans?
the higher fees.

These issues form a subset of the ongoing
relationship-type assistance that should be
part of a stand-alone advisor-sold 529 plan.
If clients are not receiving this level of assistance, they should either move their assets
to a direct plan and put the expense savings
toward their future college funding liability,
or look elsewhere for assistance.
The value a financial advisor provides on
529 plans is not, primarily, in the investment
management, but rather in the financial
planning that encompasses the 529 plan.
In personal finance, as in everything else,
spending for service is OK if there is commensurate value in return.
Fifth Set Investment Advisors LLC is a registered investment adviser. Information presented is for educational
purposes only and does not intend to make an offer or
solicitation for the sale or purchase of any specific securities product, service, or investment strategy. Investments
involve risk and unless otherwise stated, are not guaranteed. Be sure to first consult with a qualified financial
adviser, tax professional, or attorney before implementing any strategy or recommendation discussed herein.
Source: www.ny529advisor.com and www.nysaves.org.
The J.P. Morgan fund in the example is an “A” share.
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