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MEASURING THE VALUE OF A FINANCIAL ADVISOR 

One study asserts that these relationships can make a difference for investors.

What is a relationship with a financial advisor worth to an investor? A 2019 
study by Vanguard, one of the world’s largest money managers, attempts 
to answer that question.

Vanguard’s whitepaper concludes that when an investor works with an 
advisor and receives professional investment advice, they may see a net 
portfolio return about 3% higher over time.1

How did this study arrive at that conclusion? By comparing self-directed 
investor accounts to an advisor model, Vanguard found that the potential 
return relative to the average investor experience was higher for 
individuals who had financial advisors.1

Vanguard analyzed three key services that an advisor may provide: 
portfolio construction, wealth management, and behavioral coaching. 
It estimated that portfolio construction advice (e.g., asset allocation, 
asset location) could add up to 1. 2% in additional return, while wealth 
management (e.g., rebalancing, drawdown strategies) may contribute over 
1% in additional return.1

The biggest opportunity to add value was in behavioral coaching, which 
was estimated to be worth about 1. 5% in additional return. Financial 
advisors can use their insight to guide clients away from poor decisions, 
such as panic selling or accepting excessive risk in a portfolio. Indeed, the 
greatest value of a financial advisor may be in helping individuals adhere 
to an agreed-upon financial and investment strategy.1

Of course, financial advisors can account for additional value not studied 
by Vanguard, such as helping clients implement wealth protection 
strategies, which protect against the financial consequences of loss 
of income, and coordinating with other financial professionals on tax 
management and estate planning.
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You could argue that a financial advisor’s independence adds qualitative value. It should be noted that not all 
financial advisors are independent. Some are basically employees of brokerages, and they may be encouraged to 
promote and recommend certain investments of those brokerages to their clients.2 

Both types of financial advisors may receive their compensation in two ways: through transaction fees and 
through ongoing fees. Financial advisory firms are required to disclose how their professionals are compensated 
with the Securities and Exchange Commission (SEC).2

After years of working with a financial advisor, the value of a relationship may be measured in both tangible and 
intangible ways. Many such investors are grateful they are not “going it alone.” 

Citations: 

1 - advisors.vanguard.com/iwe/pdf/ISGQVAA.pdf [2/19] 

2 - cnbc.com/2019/10/23/guide-to-choosing-the-right-financial-professional-for-you.html [10/23/19]

RETURNS (AS OF 11/29/19)

ASSET CLASS INDEX 4 WEEK YTD 1 YEAR 3 YEAR
US Large Cap S&P 500 TR 3.40% 25.30% 13.80% 12.62%

US Large Cap Dow Jones TR 3.72% 20.25% 9.84% 13.62%

US Small Cap Russell 2000 TR 3.97% 20.46% 5.95% 7.10%

International MSCI EAFE NR USD 0.97% 14.80% 9.11% 6.61%

Taxable Bonds Barclays US Agg Bond TR -0.05% 8.79% 10.79% 4.10%

CYBERSECURITY 

Protecting yourself from potential calamity.

Cybercrime affects both large corporations and private individuals. You’ve likely read about the large data 
breaches in the business world. These crimes are both expensive and on the rise. The U.S. Identity Theft 
Resource Center says that these corporate data breaches reached a peak of 1,632 in 2017. The response to the 
growing need for data protection has been swift and powerful; venture capitalists have invested $5. 3 billion into 
cybersecurity firms.1

That’s good news for the big companies, but what about for the individual at home? What can you do to protect 
data breaches to your personal accounts? 

For most private individuals, the key idea is to both:

• Know what to do if you’ve had a data breach.

• Know what you can do that might help prevent a data breach.

Total cybersecurity for your financial matters isn’t something that can be strategized in a single short article 
like this one, but I would like to offer you two suggestions that can help you get started. Both can be done from 
home and represent reactive and preventative measures.
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Credit Freeze. By reactive, I mean that a step that you can take after the fact. In many cases, a credit freeze might 
be a reaction to identity theft or a data breach. What it specifically does is restrict access to your credit report, 
which has information that could be used to open new lines of credit in your name. The freeze prevents this, but 
it will not prevent a criminal from, for instance, using an active credit card number, if they’ve discovered it. For 
that reason, you still have to monitor for unauthorized transactions during the freeze.2

While the freeze is in place, you can still get your free annual credit report. You also won’t have issues with credit 
background searches for job or renter’s applications or when you buy insurance – the freeze doesn’t affect those 
areas of your credit history. You can even apply for a new line of credit during a credit freeze, though that requires 
a temporary or permanent elimination of the freeze during the process. This can be done through either a call to 
the big three credit reporting agencies (Equifax, Experian, and TransUnion) or a visit to their respective websites.2

Password Manager. This is a preventative measure. Yes, we all know the poor soul who uses “Password” as their 
password. While you are probably not that far gone, the truth is that there are many tricks that cybercrooks 
use to learn or intuit our passwords. In fact, 20% of Internet consumers have experienced some sort of account 
compromise. That comes at a time when about 70% of consumers operate 10 or more accounts. A few, against 
best practice, will use the same password across each of those accounts. A good security measure against that 
is password manager software – applications that allow us to keep all our numerous passwords encrypted in a 
vault and drop them into our browsers when requested. While yes, there are options to save these passwords, 
encrypted on most browsers, these security measures are limited. Password managers are focused solely on 
security and are more frequently updated than the browser security features might be. That attention might 
be difference between a criminal obtaining access to your sensitive personal information or being blocked in 
the attempt.3,4

While this is a very basic pair of tips, they are worth thinking about and may prove to be helpful in your efforts to 
prevent identity theft. There are, however, additional, more-advanced choices for you to explore. Talk with your 
trusted financial professional about other cybersecurity best practices that you might consider.

Citations:

1 - forbes.com/sites/forbestechcouncil/2019/10/09/the-need-for-a-breakthrough-in-cybersecurity/ [10/9/19] 

2 - consumer.ftc.gov/articles/0497-credit-freeze-faqs [9/2019] 

3 - wired.com/story/best-password-managers/ [9/25/19] 

4 - digitalguardian.com/blog/uncovering-password-habits-are-users-password-security-habits-improving-infographic [12/18/18]

WAYS TO REPAIR YOUR CREDIT SCORE 

Steps to get your credit rating back toward 720.

We all know the value of a good credit score. We all try to maintain one. Sometimes, though, life throws us a 
financial curveball and that score declines. What steps can we take to repair it?

Reduce your credit utilization ratio. Your credit utilization ratio (CUR) is the percentage of a credit card’s debt limit 
you have used up. Simply stated, if you have a credit card with a limit of $1,500 and you have $1,300 borrowed on 
it right now, the CUR for that card is 87%. Carrying lower balances on your credit cards tilts the CUR in your favor 
and promotes a better credit score.1

Review your credit reports for errors. You probably know that you are entitled to receive one free credit report 
per year from each of the three major U.S. credit reporting agencies – Equifax, Experian, and TransUnion. You 
might as well request a report from all three at once. As the federal government’s Consumer Financial Protection 
Bureau notes, you can do this at annualcreditreport.com. About 20% of credit reports contain mistakes. Upon 
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review, some borrowers spot credit card fraud; some notice botched account details or identity errors. At its 
website, the CFPB offers sample letters and instructions you can use to dispute errors.2

Behavior makes a difference. Credit card issuers, lenders, and credit agencies believe that payment history paints 
a reliable picture of future borrower behavior. Whether you pay off your balance in full, whether you routinely 
max out your account each month, the age of your account – these are also factors affecting that portrait.3 

Think about getting another credit card or two. Your CUR is calculated across all your credit card accounts, in 
respect to your total monthly borrowing limit. So, if you have a $1,200 balance on a card with a $1,500 monthly 
limit and you open two more credit card accounts with $1,500 monthly limits, you will markedly lower your CUR 
in the process. There are potential downsides to this move – your credit card accounts will have lower average 
longevity, and the issuer of the new card will, of course, look at your credit history.1

Think twice about closing out credit cards you rarely use. When you realize that your CUR takes all the credit cards 
you have into account, you see why this may end up being a bad move. If you have $5,500 in consumer debt 
among five credit cards that all have the same debt limit, and you close out three of them, accounting for $1,300 
of that revolving debt, you now have $4,200 among three credit cards. In terms of CUR, you are now using a third 
of your available credit card balance whereas you once used a fifth.4

Beyond that, 15% of your credit score is based on the length of your credit history – how long your accounts have 
been open and the pattern of use and payments per account. This represents another downside to closing out 
older, little-used credit cards.3

Alternative credit scoring systems have also emerged. If your credit history has taken a big hit or is spotty, they 
may end up helping you out. TransUnion’s CreditVision Link, the LexisNexis Risk View Score, and the FICO XD2 
and UltraFICO scores compiled by Fair Isaac Co. (FICO) are examples. They introduced new scoring criteria for 
borrowers who may be creditworthy, but lack sufficient credit history to build a traditional credit score or need to 
rebuild their scores. Cell phone payments, cable TV payments, property records, and other types of data are used 
by these systems in order to set a credit score.5

Citations:

1 - nerdwallet.com/blog/finance/credit-utilization-improving-winning/ [10/29/19] 

2 - consumerfinance.gov/about-us/blog/common-errors-credit-report-and-how-get-them-fixed/ [2/5/19]  

3 - cnbc.com/select/what-is-a-credit-score-and-how-to-check-yours-for-free [10/23/19]  

4 - fool.com/the-ascent/credit-cards/articles/dont-close-that-credit-card-without-asking-yourself-these-6-questions/ [10/5/19]  

5 - creditcardinsider.com/blog/check-free-fico-score-every-other-free-credit-score/ [9/17/19]
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