Chapter 16

Ethical Dilemma: What is More Important, Your Manager’s Advice, or Your Customer’s Needs?

As a broker for this firm, what should you do?

Response #1:

In a post Enron world, it is better to be safe than sorry. Clients are going to be very wary of their money and whom they trust it to. They see you as an objective advisor—one who will ethically represent their best interests. They came to you because you are the authority on mutual funds—you know which ones will fit their needs. Of course a vacation on a huge cruise ship would be great---but why recommend a mutual fund to a client which doesn’t fit their needs? In the short run, sure you’ll get to visit the Bahamas—but when you come back tanned and refreshed, you might be surprised to see your clients in your office. They got a second opinion, they realized you weren’t looking out for their best interests and they are taking their business elsewhere—this doesn’t look good for you—but chances are it will look worse for the company. When your clients advise people which firm to choose, they won’t use your name, they’ll use your firm’s.  You can kiss future sunny shores and cruise ship food goodbye.

Response #2:

Some people find nothing wrong with following company policy to the letter. If your boss told you to recommend other funds—funds which might get the company lavish vacation perks—then you’re going to follow his wishes.  Vacation aside, company policy is there for a reason—it’s supposed to guide your actions and help you make decisions. The company wouldn’t support these mutual fund companies if they weren’t good companies—perks or no perks, a bad mutual fund is bad business for the firm.  Angry clients could cripple the business and so long as the clients are happy with your choice, then you will continue to recommend these mutual funds.

