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Overview 

Consumer NZ strongly supports the changes to the Securities Markets Act 1988 which will mean investment advisers have to give certain information to all prospective clients before any advice is given. However, there are a couple of areas of concern with the draft proposals.
Order of disclosure

Consumer believes that commissions and fees should come higher in the disclosure, possibly even the first item that is discussed with prospective clients. Under the draft proposal the adviser has to first disclose relevant professional standing and experience. This could lead to the commission and fee structures being buried under a mass of professional qualifications. (I attach an Australian disclosure statement)
Disclosure about fees and remuneration when “material to advice”

The wording “material to advice” seems open to interpretation. Who is to say when information becomes “material to advice”? Presumably material to advice is when a contract is entered into and money changes hands but many people would think a contract began at the point the advice was taking place. To avoid confusion disclosure should be relevant at the initial advice stage rather than at “contract”.
