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Investors have risks, rights '

By Catholic News Service

Three out of four Americans
over age 65 rely on investment
income to make ends meet.

According to the Census Bu-
rcau, more than 28 million se-
niors derive 25 percent of their
income from investments.

Though older Americans
once relied almost exclusively
on federally insured products,
such as bank savings accounts
and certificates of deposit, a
growing number of seniors have
moved into riskier and poten-
tially more lucrative invest-
ments.

Yet a 1995 joint report, issued
by the American Association of
Retired Persons, the Consumer
Federation of America and the

North American Securities Ad-. -

mistrators Association, warns
that seniors face unnecessary
threats on their financial stabili-
tv.

The report points to five
problem areas in the “legiti-
mate” investment industry as
being of greatest concern to old-

er investors: misleading titles
that~ portray commissioned

_salespeople as impartial advis-

ers; bank sales of uninsured
products; the poor quality of
oral and written disclosure; hid-
den derivatives in investment
products portrayed as “safe”;
and unclear and incomplete ac-
count statements.

While these issues pose diffi-
culties for investors of all ages,
the report notes that older
Americans are particularly at
risk due to a generally higher
level of trust in financial institu-
tions, a generally lower resis-
tance to sales pitches, limited
understanding of financial mat-

ters {particularly among older -

women who are surviving
spouses) and deteriorating eye-
sight. As well, wealth is not as
easily a renewable resource for
older Americans, who have less
opportunity and less time to re-
cover from investment prob-
lems.

The three groups issued a
“Bulletin for Older Investors” to
provide tips on how older

Americans can protect their in-
vestments and financial securi-
ty. Among the recommenda-
tions are:

Define your financial objec-
tives, Make sure you understand
your current financial condition
and your goals for the future.

Investigate the financial pro-
fessional with whom you are
working. Call your state securi-
ties agency and avoid doing
business with financial ddvisers
who have a track record of state,
federal and self-regulatory disci-
plinary actions, negative arbitra-
tion decisions and civil litiga-
tion judgments.

Understand your invest-
ments. Never assume that your
investment is federally insured,
low risk or guaranteed to deliv-
er a certain return. Always
check out the investment by get-
ting and reading the prospectus
or similar document before in-
vesting. Since you may not be
able to fully understand the
prospectus, insist that your fi-

nancial professional explain the -

highlights of it.
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“investment consultant” or “fi-

nancial adviser,” he or she may
still be relying on commission
income. .

Before you invest in a product
make sure that you understand
how much of a commission your
broker will earn and how much
you will pay in fees now and lat-
er. Ask if your broker will re-
ceive extra commission income
or other incentives by selling
you a particular investment.

Menitor your account state-
ments closely. Your account
statement should reflect only

&

trol of your money, even if you
hire an expert to manage it
Don’t assign discretion over
your account to your broker.

Remember, you have a right
and a responsibility to ask fi-
nancial professionals why they
are making certain recommen-
dations for you, what the alter-
natives are, what the risks are
and what they will be paid for
the transaction. If you are un-
certain about a product or what
is being told to you, ask ques-
tions until you are comfortable
with the recommendation.
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