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Embrace the Duty Of Care 
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NEW RULE RAISES QUESTIONS 

2 

 

1. Will the rule stand?  

2. What, exactly, does it take to fulfill fiduciary duties? 

 

3. What does “fiduciary” mean = Duty of Loyalty & Duty of Care 

• My focus is on the Duty of Care. 
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THINGS WE KNOW FOR SURE 
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The DOL has shined a light in the dark corner of 
investment research.  
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CAN’T UNSHINE THE LIGHT 
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1. Investors’ awareness is permanently higher. 
• Who wants to be seen as not putting the client’s interests first? 

• Charging too much or  

• Not doing diligence 

 
2. Major firms (TD, Merrill & Fidelity) committed to new rule.  

 
3. Existence of new rule implies existing practices are not 

adequate. 
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TRADITIONAL RESEARCH HAS FLAWS 
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Technical research lacks rigor 

• Recommendations based on a pattern on a chart? 

 

Sell-side research is less reliable 

• Conflicted? some highly publicized issues 

• Diminishing resources 

 

 

Investors Deserve Better 
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WHAT DEFINES “BETTER” RESEARCH 
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By law: 

• A fiduciary must act with “care, skill, prudence, and 

diligence.”  

 

Research must be: 

  Inarguably in best interests of clients 

 

Research must not be: 

• Conflicted 

• Based on diversification 

• Dependent on technicals 

How to meet the Duty of Care 
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DEFINING DILIGENCE 
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1. Comprehensive:  

All relevant publicly-available (e.g. 10-Ks and 10-Qs) information has 

been diligently reviewed, including the footnotes and MD&A. 

 

2. Un-conflicted:  

Clients deserve unbiased research. 

 

3. Transparent:  

Advisers should be able to show how the analysis was performed and 

the data behind it. 

 

4. Relevant:  

Empirical evidence must provide tangible, quantifiable correlation   

to stock, ETF or mutual fund performance. 

Show Clients You Understand the Duty Of Care 

https://www.newconstructs.com/roic-paradigm-linking-corporate-performance-valuation/�
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EMBRACE THE CHANGE 
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Key thought leaders support the importance of diligence. 

• Michael Kitces 

• MarketWatch.com 

• Wealthmanagement.com 

• BlackRock 

 

Regulators are too: 

• The DoL 

       

 

Diligence Pays 

https://www.newconstructs.com/wp-content/uploads/2014/11/NewConstructs_MichaelKitces_WeekendReadingForFinancialPlanners_2017-01-20.pdf�
http://www.marketwatch.com/story/defining-diligence-is-the-hardest-part-of-the-new-fiduciary-rule-2017-01-18?utm_content=buffer3203d&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer�
http://www.wealthmanagement.com/regulation-compliance/fiduciary-duty-can-t-be-killed�
https://www.nytimes.com/2017/03/28/business/dealbook/blackrock-actively-managed-funds-computer-models.html�
https://www.dol.gov/sites/default/files/ebsa/laws-and-regulations/rules-and-regulations/public-comments/1210-AB79/00593.pdf�
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CREATE COMPETITIVE ADVANTAGE 
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Do the work that timeless investors have always advocated. 

       

 

Diligence Pays 
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BE THE SANE & REASONABLE VOICE 
Opportunity To Provide Leadership 
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TECHNOLOGY & REGULATION ARE CHANGING INVESTING 

Technology 

More Competition: Robo Advisors & Index Funds; DOL 
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MAKE CHANGE WORK FOR YOU 

12 

Diligence 
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HOW TO EXECUTE 
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• Don’t bind yourself to too few research sources. 

 

• Open your research on all stocks and funds. 

 

• Understand the companies and the valuations of stocks, 
ETFs and mutual funds. 

 

• Leverage technology, especially emerging technologies. 

       

 

Diligence Pays 
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New Constructs®, LLC (together with any subsidiaries and/or affiliates, New Constructs®) is an independent organization with no management ties to the companies it covers.  None of 

the members of New Constructs’ management team or the management team of any New Constructs’ affiliate holds a seat on the Board of Directors of any of the companies New 
Constructs covers.  New Constructs does not perform any investment or merchant banking functions and does not operate a trading desk.   

New Constructs’ Stock Ownership Policy prevents any of its employees or managers from engaging in Insider Trading and restricts any trading whereby an employee may exploit inside 
information regarding our stock research.  In addition, employees and managers of the company are bound by a code of ethics that restricts them from purchasing or selling a security 
that they know or should have known was under consideration for inclusion in a New Constructs report nor may they purchase or sell a security for the first 15 days after New 
Constructs issues a report on that security. 

 

New Constructs is affiliated with Novo Capital Management, LLC, the general partner of a hedge fund. At any particular time, New Constructs’ research recommendations may not 
coincide with the hedge fund’s holdings.  However, in no event will the hedge fund receive any research information or recommendations in advance of the information that New 
Constructs provides to its other clients.  

 

DISCLAIMERS  

The information and opinions presented in this report are provided to you for information purposes only and are not to be used or considered as an offer or solicitation of an offer to buy or 
sell securities or other financial instruments. New Constructs has not taken any steps to ensure that the securities referred to in this report are suitable for any particular investor and 
nothing in this report constitutes investment, legal, accounting or tax advice. This report includes general information that does not take into account your individual circumstance, 
financial situation or needs, nor does it represent a personal recommendation to you. The investments or services contained or referred to in this report may not be suitable for you 
and it is recommended that you consult an independent investment advisor if you are in doubt about any such investments or investment services. 

 
Information and opinions presented in this report have been obtained or derived from sources believed by New Constructs to be reliable, but New Constructs makes no representation as 

to their accuracy, authority, usefulness, reliability, timeliness or completeness. New Constructs accepts no liability for loss arising from the use of the information presented in this 
report, and New Constructs makes no warranty as to results that may be obtained from the information presented in this report. Past performance should not be taken as an indication 

or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information and opinions contained in this report 
reflect a judgment at its original date of publication by New Constructs and are subject to change without notice. New Constructs may have issued, and may in the future issue, other 
reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those reports reflect the different assumptions, views and analytical 

methods of the analysts who prepared them and New Constructs is under no obligation to insure that such other reports are brought to the attention of any recipient of this report.  

 

New Constructs’ reports are intended for distribution to its professional and institutional investor customers. Recipients who are not professionals or institutional investor customers of 
New Constructs should seek the advice of their independent financial advisor prior to making any investment decision or for any necessary explanation of its contents.   

 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or jurisdiction where such 

distribution, publication, availability or use would be contrary to law or regulation or which would be subject New Constructs to any registration or licensing requirement within such 
jurisdiction.  

 

This report may provide the addresses of websites. Except to the extent to which the report refers to New Constructs own website material, New Constructs has not reviewed the linked 

site and takes no responsibility for the content therein. Such address or hyperlink (including addresses or hyperlinks to New Constructs own website material) is provided solely for 
your convenience and the information and content of the linked site do not in any way form part of this report.  Accessing such websites or following such hyperlink through this report 
shall be at your own risk.  

 
All material in this report is the property of, and under copyright, of New Constructs. None of the contents, nor any copy of it, may be altered in any way, copied, or distributed or 

transmitted to any other party without the prior express written consent of New Constructs. All trademarks, service marks and logos used in this report are trademarks or service 
marks or registered trademarks or service marks of New Constructs. 

 
Copyright New Constructs, LLC 2003 to present. All rights reserved. 

DISCLOSURES & DISCLAIMERS 
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