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CONSUMER PROTECTION REGULATIONS 
 (as printed in the Highlands Ranch Herald on May 19th 2016)         

 
Finance by Patricia Kummer CFP® 

 
The Great Recession of 2008 changed the future forever.  The credit crisis distressed 

housing, stock market returns, unemployment and the ripple effect of all that follows a major 
economic decline.  One of the most significant creation of consumer protection regulation in 
history took place.  Last month, one more ruling was announced by the Department of Labor 
(DOL).  It is the Fiduciary Rule and will be required by all investment advisors by April 2017. 
 
 Back in the summer of 2008 the federal government was scrambling to instill order in 
the financial arena starting with the rescue of mortgage giants Fannie Mae and Freddie Mac.  
Then Lehman Brothers failed, AIG collapsed and Merrill Lynch was salvaged by Bank of 
America.  The financial disaster continued with the demise of Wachovia Securities and 
Washington Mutual, the largest thrift.  The entire U.S. financial landscape had changed in a 
few months. 
  

The subsequent fall out of financial institutions continued over the next several years 
along with strict regulations constantly put in front of Congress.  The Federal Deposit 
Insurance Corp (FDIC) resolved almost 300 failed banks between 2008 and 2010.  This was 
the largest wave of bank and thrift failures since the US savings and loan crisis that ended in 
the early 1990s.¹   By mid-2010 there were nearly 780 insured institutions on the watch list with 
over $430 billion in aggregate assets.  The FDIC increased deposit insurance from $100,000 
to $250,000 per depositor to avoid a run on the banks. 

 
The Troubled Asset Relief Program (TARP) was to buy up $700 billion in toxic 

mortgages to clean up tarnished balanced sheets of the financial sector.  This was followed by 
the Dodd-Frank Act instilling heavy regulation to reduce the likelihood of future financial 
panics, taxpayer bailouts and improve consumer protection.  The implications of Dodd-Frank 
are still in play.  Some feel Wall Street got off too easy while others complain banks can’t 
function under capital requirements which tightened the supply of credit. 

 
Meanwhile, largely due to the Federal Reserve pumping liquidity into the economy, the 

stock market recovered and then more than doubled between 2009 and 2015.  Now that the 
Fed help has evaporated and even changed directions in the form of an interest rate increase 
in late 2015, markets are floundering.  This is perfect timing for another new regulation custom 
tailored to the retail investor, not large financial institutions. 

 
The DOL Fiduciary Rule simply states something the SEC has always required:  That 

advisors must put their client’s interests before their own.  We adopted this as our Code of  
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Ethics from day one and is part of our goal to educate and inform the community.  Yet 
consumers may not know the difference between a fiduciary who is paid as an advisor or a 
broker who is paid for products.  There may be significant differences between working with an 
independently registered firm (with the SEC) versus a bank or insurance company where their 
business does not fall under investment regulation. 

 
Basically the DOL has determined that consumers should be aware that someone 

selling a product and earning a commission may not always be objective to the client’s needs.  
The new rule requires that banks and investment firms must disclose their conflict of interest to 
you before engaging in business. You can avoid waiting a year for financial service companies 
to interpret and implement the new rule and seek Registered Investment Advisors who are 
independent and regulated by the Securities and Exchange Commission now.  

  
Being a fiduciary is a basic fundamental requirement for good ethical advice.  We 

should not need a regulation to force certain companies to comply with their client’s best 
interests.  You as a consumer now know what to ask for when searching for worthy advisors. 

----------------------------------------------------------------- 

1. Harvard Law School Forum on Corporate Governance and Financial Regulation 11.20.10 
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