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Abstract

Personal financial planning, as a new profession, is primarily associated
with developed countries, where the development is supported by a strong capital
market and an increasing number of financial services available to consumers who
lack the necessary knowledge. In countries with specific legal requirements or cer-
tification schemes, the professional title of “financial planner” can only be utilized
by financial advisors who have met these specific criteria, as the financial planner,
and thus the personal finance planner, typically represents the highest level in
the certification hierarchy of financial advisors. In most countries with developed
financial markets, the conditions for providing various financial advisory services
are not homogeneous, which raises the question of whether a specific license for
providing certain financial services is sufficient, or whether financial advisors must
undergo specialized education and possess particular qualifications. In the absence
of clearly defined rules and standards, the paper highlights the transnational private
regulation of personal financial planning through examples of certification schemes.
The analysis of the EU legal framework concerning investment advice and insurance
distribution also indicates shortcomings in defining standards for determining “kno-
wledge and expertise” and the corresponding training. Finally, the operations of a
small number of financial advisors in Serbia are regulated by regulations depending
on the type of service they provide. Still, it can be concluded that, particularly in
the area of mediation and representation in insurance, the requirements regarding
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expertise and knowledge are more comprehensively regulated compared to other
financial services.

Keywords: financial advising, personal finance, investing, insurance, kno-
wledge and expertise, professional qualifications

| Introduction

Personal financial planning encompasses a set of activities, techniques, and
procedures aimed at finding the best way to achieve individuals'financial goals. This
should result in well-considered decisions regarding further actions and the choice
of appropriate financial services in accordance with the individual’s circumstances,
beliefs, and preferences.? The process of personal financial planning mainly involves
financial advisory services based on a careful analysis of the client’s goals and needs.
In the absence of the necessary knowledge, clients rely on expert assistance that
enables them to efficiently achieve their financial objectives while minimizing costs.
The increasing number of financial services and their complexity demand specific
competencies, knowledge, expertise, and professional experience in various areas
of financial markets, which raises the legitimate question of standardizing financial
advisors' practices in personal financial planning.

The development of financial planning as a profession, and thus personal
financial planning as its sub-field, is still at its beginning, and regulators face a long
road ahead in establishing an adequate regulatory framework. Given the complexity
and scope of services provided by financial advisors, which relate to various financial
markets and services of differing levels of complexity, enacting specific legislation
to regulate their operations would pose a significant challenge. This paper briefly
highlights the rare examples in which the law mandates specific conditions for ob-
taining a license to practice as a financial planner. Since financial consulting in both
corporate and personal finance is the basis of financial planning, the operations of
individuals offering personal financial planning services in systems where the use of
the title “financial planner” does not require verification of specific knowledge and
skills may depend on holding a financial advisor license.

As a barrier to entry into the sector, such a license is similar to other autho-
rization mechanisms that restrict market access, such as registration, certification,
and accreditation. However, it differs in terms of the level of professional standards
established, the powers of supervisory bodies, and the consequences of violating
licensing conditions and professional obligations. Obtaining a license also implies

2 Jonquil Lowe, Be Your Own Financial Adviser: The comprehensive guide to wealth and financial planning,
Pearson Education, 2010, 3-4.
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adherence to professional standards of financial consulting. In comparative terms, this
often involves specific licenses for performing investment advisory services, insurance
brokerage, as well as in the fields of tax planning and accounting services. In the ab-
sence of state regulation, this paper points to self-regulatory mechanisms developed
under the auspices of professional associations and emphasizes the significance of
transnational private regulation of professions. Among several notable examples
of certification schemes for the professional qualifications of financial planners, the
international standard ISO 22222:2005 Personal financial planning — Requirements for
personal financial planners? is particularly significant, as it provides a solid foundation
for establishing essential elements of the required skills, expertise, and experience.

Over the past decade, advertisements for education and/or advisory services
related to personal financial planning have increasingly appeared in our country,
particularly on social media. These services are often offered by individuals who
resemble motivational speakers and “influencers” more than professional financial
advisors. In situations where their advice goes beyond education and has the po-
tential to influence consumers’ choices as users of financial services, the question of
adequate consumer protection arises. The regulations of the Republic of Serbia in
the areas of capital markets and insurance are largely aligned with the requirements
of Directive 2014/65/EU on Markets in Financial Instruments (hereinafter: MiFID Il
Directive)* and the EU Insurance Distribution Directive,’ including provisions ensuring
transparency, independence, and consumer protection in investment advisory services,
as well as the distinction between advising and providing information.® However,
itis necessary to monitor ongoing developments in the EU aimed at implementing
the Retail Investment Strategy, which announces amendments to the provisions of
the aforementioned directives to enhance the professional qualifications of financial
advisors in the EU.” In this context, this paper examines not only the challenges of
regulating financial planning as a profession but also the ambiguities in defining
“competencies” and the requirements concerning professional qualifications and
continuous education for financial advisors.

3 International Organization for Standardization, ISO 22222:2005, Personal financial planning - Require-
ments for personal financial planners.

“ Directive 2014/65/EU of the European Parliament and of the Council of 15 May 2014 on markets in
financial instruments and amending Directive 2002/92/EC and Directive 2011/61/EU, OJL 173,12. 6.
2014, 349-496.

° Directive (EU) 2016/97 of the European Parliament and of the Council of 20 January 2016 on insurance
distribution (recast), OJ L 26,02/02/2016, 19-59.

¢ For a discussion on the difference between the duty to provide information and advisory obligations
when consumers enter into contracts with insurers, see: Natasa Petrovi¢ Tomi¢, Zastita potrosaca usluga
osiguranja, analiza i predlog unapredenja regulatornog okvira, Belgrade, 2015, 214.

7 European Commission, Retail Investment Strategy — Empowering Retail Investors on EU capital markets,
May 2023, https://finance.ec.europa.eu/document/download/ce290ee2-1f05-41f6-9540-84c3605ccbOf_en?fi-
lename=230524-retail-investment-strategy-factsheet_en.pdf, 15.10. 2024.
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Il The Concept, Emergence, and Development
of Personal Financial Planning

1.The Concept and Importance of Personal Financial Planning

As a disciplinary field, personal finance entails the analysis and application
of concepts, tools, and techniques related to planning and managing personal and
household financial activities. These activities include generating income, managing
consumption and debt, saving, investing, and protecting income sources and assets.
The ultimate goal is to identify practices and policies aimed at improving the well-being
of individuals, families, and households. In its broadest theoretical sense, personal
finance encompasses financial planning, financial advising, financial psychology, and
financial therapy.® Personal finance involves applying principles of finance, resource
management, consumer education, as well as sociology and decision-making psyc-
hology, to examine how individuals, families, and households acquire, grow, and
allocate financial resources to meet their present and future financial needs.’

Although, at first glance, personal financial planning may seem relevant only
to the wealthier category of the population that has surplus funds, its importance
also lies in reducing the risks of negative consequences arising from changes in
external circumstances (e.g. financial crises) and personal situations of individuals.’
In this sense, personal financial planning contributes not only to improving financial
management and wealth accumulation, that is, enhancing the standard of living, but
also to reducing the risk of individual bankruptcy and achieving financial security
and stability. This, in turn, has positive effects on key macroeconomic goals, such as
economic growth and maintaining financial stability.

Financial planning encompasses a wide range of financial advisory services.
As a segment of financial planning, personal financial planning is a comprehensive
process involving various activities, techniques, and procedures to identify the opti-
mal way to achieve an individual’s financial goals. There are two primary models for
delivering personal financial planning services: (a) the specialized model, in which
the client works individually with multiple financial professionals, and (b) the planner
model, where the client typically collaborates with a financial planner who acts as
an intermediary between the client and other financial experts." Personal financial

& John E. Grable, Swarn Chatterjee, ,Defining Personal Finance”, De Gruyter Handbook of Personal Finance
(eds. John E. Grable, Swarn Chatterjee), De Gruyter, Berlin, 2022, 3-17, 3.

° Jane Schuchardt et al.,,Personal finance: An interdisciplinary profession’, Journal of Financial Counseling
and Planning 1/2007, vol. 18, 67.

10 | ewis Altfest,Personal financial planning: origins, developments and a plan for future direction’, The
American Economist 2/2004, vol. 48, 54.

" Kenneth Black, Konrad Ciccotello, Harold Skipper, ,Issues in comprehensive personal financial planning’,
Financial Services Review 1/2002, 1-9.
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planning covers various areas of client interest, including tax planning, i.e. achieving
tax savings; personal budgeting, which involves planning income and expenses, that
is, balancing saving and spending; investment planning, or the allocation of funds
to generate future returns; risk management through different types of insurance;
retirement planning and securing compensation for loss of employment income;
estate planning, and more.

Given the broad range of services that clients may expect from financial
advisors, the diversity of national regulatory systems has created a need for harmo-
nizing business practices and business rules on a global level. In this regard, one of
the most significant initiatives has been the adoption of an international standard
for personal financial planning under the auspices of the International Organization
for Standardization (ISO). The ISO 22222:2005 International Standard defines the
personal financial planning process through six phases or steps, and establishes
requirements for ethical conduct, competency, and necessary experience of perso-
nal financial advisors, regardless of their employment status, as well as methods for
ensuring compliance with business standards.

The first step in the personal financial planning process is establishing a
professional relationship between the financial advisor and the client. In addition to
understanding their rights and obligations, the duties of the financial advisor, and
the characteristics of the services provided, the mentioned standard also requires
informing clients about the advisor’s formal qualifications, expertise, and experien-
ce, along with a description of the services offered and the terms of engagement,
including service fees and other contractual requirements. Standardising these
requirements aims to establish a long-term relationship based on transparency and
trust.'”? The second phase involves collecting qualitative and quantitative data on the
client’s financial status and preferences, as well as defining their goals, expectations,
and strategies that will enable them to achieve their financial objectives. The primary
role of a personal financial planner at this stage is to articulate the client’s general
responses into specific, measurable financial goals and priorities through targeted
questions. However, the specific financial plan will ultimately depend on the client’s
goals, particularly their priorities.’

Once the necessary information has been gathered and the clients’ goals
and priorities have been defined, the next, third phase involves analyzing the col-
lected data and assessing the client’s financial position. The result of the analysis
process answers the question of whether achieving the clients’set goals is feasible.
If so, the next step is strategy formulation. Strategy formulation includes the deve-
lopment and presentation of a financial plan, that is, personal finance plan, which,
according to the aforementioned international standard, represents the fourth step

2. Gordana Stojanovi¢,,,Standardizovani zahtevi za planere li¢nih finansija“, Bankarstvo 5-6/2006, 56-57.
3 Lawrence Gitman, Michael Joehnk, Randy Billingsley, Personal Financial Planning, South-Western, 2014, 2-7.
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in the financial planning process. Due to the significance of presenting the financial
plan, some authors argue that this step actually consists of two separate phases: the
development of the financial plan, or formulation of recommendations, and the
presentation of recommendations to the client.’

The final two phases relate to the implementation of financial recommen-
dations and the monitoring of the financial plan and financial planning relationships.
The financial advisor may participate directly or indirectly in implementing the chosen
strategy, which may further involve coordinating the implementation process with
other professionals, such as capital market investment advisors, tax consultants,
lawyers, and others. At this stage, the financial advisor must be familiar with all legal
matters and procedures related to executing the financial plan.™

Finally, the financial planning process is typically not limited to merely
developing the recommendations contained in the personal finance plan, but also
involves establishing a long-term professional relationship that goes beyond the
simple application of recommendations and evolves into monitoring progress in the
implementation of the financial plan. In the event of changes in real and personal
circumstances, or modifications in the client’s financial situation, the financial advisor
may revise the financial plan.

2. The Role of Professional Associations in the Emergence
and Development of Financial Planning

As a part of the broader field of financial planning, personal financial planning
is a relatively young profession that has been continuously evolving since the 1960s
when it first emerged in the United States (USA). The first step in the development
of modern financial planning was a professional conference held in Chicago in 1969,
which led to the establishment of the first organizations: the International Association
of Financial Counselors (IAFC), which later became the International Association for
Financial Planning (IAFP), and the International College for Financial Counseling.

The latter association became highly active in providing financial educati-
on from the mid-1970s onward, developing a certification system for professional
financial planners - Certified Financial Planner (CFP). From among the participants
of its educational programs, a new organization emerged, named the Institute of
Certified Financial Planners (ICFP). In the year 2000, this association merged with
the IAFP, resulting in the creation of a new organization, the Financial Planning
Association (FPA).'®

™ Allen McLellan, Foundations of Financial Planning: An Overview, The American College Press, 2012, 32.
> Antony Young, Financial Planning in Practice, Melbourne, 2013, 134.

'® For more on historical developments, see: Denby E. Brandon, Oliver H. Welch, The History of Financial
Planning: The Transformation of Financial Services, John Wiley & Sons, 2009.
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As the professional association, which provided educational services,
was unable to enforce ethical standards, the International Board of Standards and
Practices for Certified Financial Planners (IBCFP) was established in 1985 to enhance
professionalism and ethical conduct. This organization later evolved into the Certified
Financial Planner Board of Standards (CFP Board), which then obtained the authority
to certify and issue certificates for the Certified Financial Planner designation — the
CFP certification."”

The global expansion of financial planning began in the 1990s with the
formation of the International CFP Council. The Council aimed to unite similar pro-
fessional associations worldwide to establish business standards and develop the
profession. By joining the International Association for Financial Planning, founded
in Australia, Australia became the first country after the U.S. to be authorized to
issue the CFP certification. Following that, professional associations from Japan, the
United Kingdom, New Zealand, Canada, Germany, France, and others joined. This led
to the global recognition of the Certified Financial Planner designation, which has
become synonymous with the professional and ethical practice of financial planning.
The global development of financial planning was particularly supported by the
transfer of authority for managing the certification program outside the U.S. to an
association established in 2004, the Financial Planning Standards Board (FPSB). Since
its establishment, the FPSB has actively advocated for the recognition of financial
planning as a distinct profession and for its regulation.’

Independent of the aforementioned international associations, financial
planning has also developed in European countries outside the framework of the
CFP certification program. The most significant role in the development of financial
planning on the European continent is played by the European Financial Planning
Association (EFPA), as a key professional association that develops professional
standards, promotes expertise and integrity, and conducts the certification process
across several levels of professional certificates, as well as serving as the foundation
for the Ethical Code. Under this institution, there is an intensive lobbying effort
aimed at improving not only the system of professional standards and pan-Euro-
pean certification of financial advisors in the EU but also the regulations related
to various forms of financial advice in EU law, which is particularly emphasized
in this paper.”

7" CFP Board, CFP Board Financial Planning Competency Handbook, John Wiley & Sons, 2015.

'8 D, E.Brandon, O. H. Welch, 113.

' Fernando Zunzunegui et al., Improving Qualifications for Financial Advisors in EU: Policy Proposals, EFPA,
Brussels, 2023, https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4466821, 10. 09. 2024.
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Il Regulated Profession and Competency Requirements
(Knowledge, Expertise, and Experience)
in the Domain of Personal Financial Planning

1. The Concept of a Regulated Profession

In a sociological sense, a profession refers to an occupation that holds a
monopoly over a complex segment of knowledge and practical skills, which requires
education or a certain level of education, making it recognizable within society.?
The term profession is broader than the term occupation, which refers to a set of
related and interconnected jobs in terms of content, organization, or technology. As
a statistical unit, qualification refers to the ability to perform the tasks and duties of
a specific job and has two dimensions: a) the level (degree) of qualification — which
relates to the complexity and scope of tasks, and b) the type of qualification - defined
by the area of required knowledge, as well as the types of products and services.”!
The concept of a “profession” builds upon the concept of “occupation,” as it entails
specific expertise - knowledge and practical skills, along with continuity and long-
term commitment to the field. Professional authority implies that the practitioner
provides services to those who lack the necessary knowledge to assess the quality of
the service itself.2 For an occupation to be considered a profession, certain conditi-
ons must be met: a) systematic knowledge; b) professional authority; c) a regulatory
framework and oversight of the practice; d) ethical standards; e) the existence of
a specific subculture rooted in the pursuit of knowledge, status, values, behavioral
patterns, and dedication among its practitioners.?

According to Directive 2005/36/EC on the recognition of professional qu-
alifications,?* a regulated profession is defined as a professional activity or a set of
professional activities for which access, practice, or the manner of practice is directly
or indirectly conditional upon possessing specific professional qualifications, as sti-
pulated by legal, regulatory, or administrative provisions adopted under statutory
authority. A profession is also considered regulated if it is practiced by members of
professional organizations that grant a professional title.

Thus, a profession is generally regarded as regulated if practicing it re-
quires a specific degree, passing a qualifying exam (such as a state exam), and/or

2 Josip Zupanov, Zeljka Sporer, ,Profesija sociolog”, Revija za sociologiju 1-2/1984, vol. 14, 15.

T Republic Statistical Office, Classification of Occupations, Belgrade, 2011, 7.

2 Jon A. Schmidt, ,What Is a Profession?”, The Structure Magazine, November 2008, 9.

2 Ernest Greenwood, ,Attributes of a Profession”, Social Work 3/1957, 45-55.

24 Directive 2005/36/EC of the European Parliament and of the Council of 7 September 2005 on the
recognition of professional qualifications, OJL 255, 30.9.2005, 22-142.

25 Art. 4, para. 5 of the Law on Regulated Professions and Recognition of Professional Qualifications,
Official Gazette of the Republic of Serbia, No. 66/2019.

N
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registration with a professional body. In this context, it is essential to distinguish
between educational and professional qualifications.?® A professional qualification
is not limited to formal education but also includes qualifications acquired after
education, such as work experience, licensing, and other credentials. The concept of
a profession extends beyond formal educational qualifications, which are obtained
through formal education and verified by diplomas, certificates, or other official
documents issued by relevant educational institutions. Professional qualifications
often imply practical experience and are primarily based on the possession of spe-
cific competencies. These competencies frequently represent particular conditions
for employment, encompassing specific knowledge, skills, and sometimes personal
traits. Knowledge refers to the theoretical and practical understanding required to
perform a particular job, acquired through education or practical work.”

2. Challenges of Financial Planning and Financial Advising
as a Starting Framework

As previously mentioned, personal finance planning is a process funda-
mentally rooted in financial counseling, so it is essential to define both concepts.
Financial planning is“a collaborative process that helps maximize a client’s potential
to achieve life goals through financial advice that integrates relevant elements of
their personal and financial circumstances”?

On the other hand, financial advising is a profession that assists clients
through “prevention and intervention” services to help them achieve their goals. The
practice of financial advising integrates skills and knowledge in the interactions and
relationships between the client and the counselor, influencing the outcomes of the
counseling process.?® The reciprocal relationship includes changes in the practice
of financial planning due to modifications in the regulatory framework relating to
financial counseling, particularly provisions concerning the enhancement of business
transparency, strengthening requirements regarding the professional obligations of
participants in financial markets, and standards for investor protection.®

% Tatjana Jovani¢, Uvod u ekonomsko pravo, Belgrade, 2024, 150.

77 Borivoje Sunderi¢, Ljubinka Kovacevi¢, Radno pravo - priru¢nik za polaganje pravosudnog ispita, Bel-
grade, 2019, 117.

2 Certified Financial Planner Board of Standards, Side-by-side comparison of code of ethics and standards of
conduct to current standards of professional conduct, 2018, 34. https://www.cfp.net/-/media/files/cfp-board/
standards-and-ethics/compliance-resources/cfp-board-code-and-standards-side-by-side-comparison.pdf,
accessed: 15.11.2024.

2 Dorothy B. Durband, Marie Bell Carlson, Cherie Stueve, ,The financial counseling profession”, Financial
counseling (eds. Dorothy B. Durband, Ryan Law, and Angela K. Mazzolini), Springer, 2019, 1.

30 Robert Van Beek, ,Personal Finance: A Practice Perspective’, De Gruyter Handbook of Personal Finance
(eds. John E. Grable, Swarn Chatterjee), De Gruyter, Berlin, 2022, 35-49.
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One possible characteristic of regulated professions is the existence of
entry barriers to the sector in the form of licenses or permits to perform activities,
typically granted by the relevant regulatory body. In the field of personal finance
planning, the obligation to obtain a license is generally not tied to the performance
of personal finance planning as a process; instead, requirements are usually set for
obtaining licenses for individual financial services, particularly investment counseling,
brokerage, and insurance representation. Typically, the operations of financial coun-
selors in the area of personal finance planning are not comprehensively regulated
by a single statute but are instead indirectly governed by regulations applicable
to various forms of financial services, such as brokerage and dealer transactions,
investment advising, life and non-life insurance, tax counseling, etc.

As can be observed in the few existing requirements for certification exams
for personal financial planners, investment advising represents the primary area of
knowledge and expertise requirements. In the broadest sense, investment advising
pertains to financial instruments and investment strategies. Here, it is useful to hig-
hlight the distinction between investment advising and financial advising in U.S.
law, where investment advisors were first incorporated into regulation. A financial
advisor may also be an investment advisor, but not every investment advisor can
necessarily be a financial advisor.3' The operations of investment advisors are re-
gulated under the Investment Advisers Act of 1940,3? while broker-dealer activities
are governed by the Securities Exchange Act of 1934.3* Meanwhile, the activities of
insurance intermediaries and agents are regulated at the state level. Over time, the
distinction between investment advisors and broker-dealers has diminished, despite
the existence of separate licensing requirements.>* However, despite modernization
in regulations, due to differing requirements across various domains of financial
advising, some authors argue that a dedicated Financial Advising Act should be
enacted.®® One country that has established a licensing system for financial advisors
is Australia, where amendments to the Corporations Act,* the Financial Advisers
Professional Standards Act,?” and the introduction of the Better Advice Act?® have

31 U.S. Securities and Exchange Commission, Investment Advisers: Investment Advisers: What You Need to
Know Before Choosing One, https.//www.sec.gov/investor/pubs/invadvisers.htm, 6. 5. 2016.

32 Sec 202 (11), Investment Advisers Act of 1940.

3 Securities Exchange Act of 1934.

34 Christine Lazaro, ,The Future of Financial Advice: Eliminating The False Distinction Between Brokers
and Investment Advisers’, St. John’s Law Review, 2013, vol. 87, 381.

3 Ibid., 386.

3 Corporations Amendment (Future of Financial Advice) Act 2012, and Corporations Amendment (Further
Future of Financial Advice Measures) Act 2012.

37 Australian Securities and Investments Commission, Overview of the FOFA reforms, http://asic.gov.au/
regulatory-resources/financial-services/future-of-financial-advice-reforms/fofa-background-and-implemen-
tation/, accessed: 10. 10. 2024.

* Financial Sector Reform (Hayne Royal Commission Response — Better Advice) Act 2021 (Better Advice Act).
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redefined the obligations of financial advisors and strengthened the role of the
Securities and Investments Commission in the licensing process.

At the EU level, the aforementioned MiFID Directive has enhanced retail
investor protection by introducing a ban on financial incentives from third parties for
providers of independent investment advice or portfolio management services. MiFID
Ilis particularly significant as it defines investment advice as a distinct investment
service. Investment advice refers to providing personalized recommendations to a
client, either at their request or at the initiative of the investment company, concerning
one or more financial instrument transactions.®* Investment advisors are required
to provide investors with all necessary information, including the costs of advisory
services and the basis on which the investment advice is formulated, primarily the
financial products considered during the recommendation process. Regardless of
whether it pertains to independent investment advice or not, the MiFID Il Directive
establishes an obligation for investment advisors to base their recommendations on
the best interest of the client* and adhere to the suitability principle, which entails
understanding the client and formulating personalized recommendations aligned
with their individual risk tolerance.*' To provide investment advice on a commercial
basis or at a scale requiring commercial organization, MiFID requires licensing from
the relevant national supervisory authority. The intent to generate profit, whether
directly or indirectly, determines whether an activity is classified as commercial. Even
advisory services offered free of charge for promotional purposes, which indirectly
support the sale of fee-based services, require a license.

In the absence of clearly defined rules specifically applicable to personal
financial planners, many aspects of personal financial planning remain unregulated,
resulting in a rise in the number of advisors lacking adequate knowledge and pro-
fessional experience. This was recognized by professional associations of financial
planners, which have responded by introducing accredited certifications. In this
context, it is particularly significant to mention the Certified Financial Planner (CFP)
certification from the Certified Financial Planner Board, for which financial advisors
must meet numerous requirements, such as ongoing education, acquiring specific
work experience, fulfilling continuous professional development requirements,
and passing appropriate competency assessment tests, all while conducting their
business in accordance with ethical codes.*

Some experiences from countries with Anglo-Saxon legal systems are worth
mentioning to illustrate the complexity of regulating financial planning as an enhancement

39 Section 1, art. 4.1(4) MiFID Il Directive.

40 Art. 24.1 MiFID Il Directive.

4 Niamh Moloney, EU securities and financial markets regulation, Oxford University Press, United Kingdom,
Oxford, 2014, 804.

42 L. Altfest, 56.
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of financial advising and as an example of the proliferation of state control over
self-requlatory systems and their recognition in regulation. Every financial advisor in
the United Kingdom must be registered with the Financial Conduct Authority (FCA),
the agency responsible for overseeing financial intermediary businesses. The FCA
has adopted and enhanced a system for evaluating educational programs that it also
accredits, and every advisor providing recommendations regarding the selection
of financial products must possess a specific certificate (Statement of Professional
Standing) as proof of ongoing development and compliance with ethical codes.** The
UK serves as a good example of co-regulation in the domain of financial planners'’
education. The supervisor has adopted and enhanced the system for evaluating edu-
cational programs from the Financial Services Skills Council, a professional body which
varies depending on the types of financial services.** Furthermore, it sets standards
for the ongoing education of financial advisors. Similarly to the British example, the
Australian Securities and Investments Commission (ASIC) precisely defines the specific
content of “specialized knowledge for financial advisors”*

However, the best example of a specific regulatory regime for the profession
of financial planners is Canada, specifically Quebec, which was the first province to
enact the Act respecting the distribution of financial products and services back in
1998.%¢ According to this law, only individuals who meet strictly defined requirements
can use the title “financial planner” In this sense, a financial planner represents more
than just a“financial advisor”, as it requires a specific qualification. The cornerstone of
the licensing system is the Financial Markets Authority, which certifies qualifications
approved by the Quebec Institute of Financial Planning.*” The authority responsible
for granting licenses for other activities (e.g. investment advising) is typically entru-
sted to a self-regulatory organization known as the Investment Industry Regulatory
Organization of Canada.”® The Quebec Institute also accredits university curricula
for financial planning education and conducts professional training, culminating
in a special examination for financial planners. Additionally, the Institute maintains
records of financial advisors’ continuing education requirements, adherence to the
ethical code, and ethical standards.

4 Financial Conduct Authority, https://www.fca.org.uk/firms/professional-standards-advisers

“ Financial Conduct Authority, The FCA Handbook, Appendix 4 - Appropriate Qualifications Table, https://
www.handbook.fca.org.uk/handbook/TC/App/4/1.pdf, 15. 10. 2024.

% Table A2.1.,, ASIC, Regulatory Guide 146 - Licensing: Training of financial products advisers, July 2012.https://
download.asic.gov.au/media/1240766/rg146-published-26-september-2012.pdf, acessed: 17. 10. 2024.
4 Legisquebec 1998, Act respecting the distribution of financial products and services, http://legisquebec.
gouv.qc.ca/en/showdoc/cs/D-9.2, accessed: 15. 10. 2024.

47 Institut québécois de planification financiere (IQPF) 2016, Becoming a Financial Planner, <https://www.
igpf.org/en/becoming-a-financial-planner>., 15. 10. 2024.

* Investment Industry Regulatory Organization of Canada, https://www.iiroc.ca/
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3. Ambiguities in Defining “Competence” in EU Regulations and the Role of
the European Association for Financial Planning in the Certification
of Financial Advisors and Planners

A professional qualification encompasses completed formal education and
additional professional training and development that takes place during or after
the completion formal education, validated by a diploma or other public document
issued by an authorized educational institution, granting the qualification holder
the right to practice a specific requlated profession. In addition to formal education,
professional qualification implies the existence of “competence”as an integrated set
of knowledge, skills, abilities, and attitudes that enable an individual to effectively
perform activities within a given profession.*

The European Securities and Markets Authority (ESMA) defines “knowled-
ge and expertise” as the acquisition of “appropriate qualifications” and “relevant
experience”in order to fulfill legal obligations regarding the provision of advice and
information to clients, assessing whether financial products are suitable for a speci-
fic investor, as well as client reporting.> “Appropriate qualification” refers to formal
qualifications or other forms of testing or training that meet the criteria outlined in
the Guidelines for Assessing Knowledge and Competence issued by the European
Supervisory Authority for Securities and Markets (hereinafter: the Guidelines).”
“Relevant experience” means that the employee providing financial advice has
successfully demonstrated their competencies in a full-time professional capacity
for at least six months. On the other hand, the Insurance Distribution Directive does
not mention the term “qualification,” but rather refers to “knowledge and ability” or
“knowledge and competence,” without providing a clear definition.

It appears that both directives aim to make a balance between the need for
minimal harmonization and the necessary flexibility to adjust existing practices in EU
member states. However, both directives, particularly MiFID II, have failed to establish
a minimum standard for defining “knowledge and competence”. If the Guidelines
are intended to harmonize knowledge and competencies in the field of financial
advisory services, it is crucial to understand the fundamental difference between the
requirements for obtaining a qualification and the requirements for participating
in a training program. If these requirements differ, there will be varying standards
and different levels of knowledge and competence among financial advisors. Hence,
a qualification is not the same as training, as it is based on validating knowledge

4 Definition from art. 4, points 6) and 12) of the Law on Regulated Professions and the Recognition of
Professional Qualifications.

50 Art. 24 and 25 of the MIFID Il Directive.

5! European Securities and Markets Authority, Guidelines for the Assessment of Knowledge and Competence,
No. 2015/1886, 3 January 2017.
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and skills rather than attending training to acquire knowledge and skills, which are
verified through competency assessment.>

The very concept of “qualification”, which represents the formal expression of
an assessment and validation process conducted by a competent authority to deter-
mine whether an individual has achieved a learning outcome based on established
standards, inherently involves the establishment of outcome-based standards. The
European Quialifications Framework for Lifelong Learning (EQF)* serves as an example
of a framework aimed at aligning the interests of different qualification systems across
various fields of vocational education, defines qualification as a formal expression of
the process of assessment and validation of learning outcomes. In the field of ban-
king and financial services, this system is aligned with the European Credit System
for Vocational Education and Training (ECVET),>* the European Quality Assurance
Reference Framework for Vocational Education and Training (EQAVET),>* and the Eu-
ropean Banking & Financial Services Training Network (EBTN).* The European Banking
& Financial Services Training Network is a non-governmental organization that aims
to set standards for accreditation, certification, and qualification of knowledge, skills,
and competencies in the financial services sector within the EU. Under its framework,
the so-called “Triple E Standard” was developed, primarily focusing on the banking
sector as a system for recognizing qualifications granted by accredited institutions.

In the absence of harmonized rules for financial advisors who provide
independent advice regarding various types of financial services, and to support
their advancement and professional development, the European Financial Planning
Association (EFPA) has developed a certification system for financial advisors across
different stages and professional roles that is fully aligned with the aforementioned
requirements of the European Qualifications Framework (EQF), ECVET, and EQAVET.
Each of these certifications not only corresponds to one of the eight qualification
levels according to the EQF but is also accompanied by a requirement for continu-
ous professional development. Furthermore, the EPFA Ethical Code constitutes an
integral part of the standards for the issuance of each certificate. The highest level of
EFPA certification is the “European Financial Planner’, which confirms the claim that

2 F, Zunzunegui et al. (2023), 18-22.

53 Council Recommendation of 22 May 2017 on the European Qualifications Framework for lifelong learning
and repealing the recommendation of the European Parliament and of the Council of 23 April 2008 on the
establishment of the European Qualifications Framework for lifelong learning, OJ C 189, 15.6.2017, 15-28.
% Recommendation of the European Parliament and of the Council of 18 June 2009 on the establishment
of a European Credit System for Vocational Education and Training, Official Journal of the European Union,
0JC155,8.7.2009, 11-18.

% Recommendation of the European Parliament and the Council of 18 June 2009 on the establishment
of a European Quality Assurance Reference Framework for Vocational Education and Training, HL C 155.,
2009.7.8,1-10.

* http://www.ebtn-association.eu, 10. 10. 2024.
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financial planning is a process encompassing various activities.” As highlighted, this
certification relates to “the activity of financial planning as a whole” and involves the
validation of knowledge and skills in the integrated practice of financial planning,
which encompasses managing individual portfolios, estate planning, taxation,
pension plans, and insurance services.

Table 1. EPFA Certification

EQF |Purpose of the Certificate and Requirements
Level |for Accredited Training Programs

Providing information about financial products.

Type of EPFA Certificate

The European Investment

Assistant® Certificate (EIA) 3 Mlnlnqu of five days or forty hours (or equivalent)
of training.

The European Investment Activities related to basic advisory services. Minimum

P 4 of 10 days or 80 hours (or equivalent) or five additional

Practitioner® Certificate (EIP) days of training for EIA certificate holders.

Expanded scope of financial advisory services,
5 including client needs assessment and portfolio
management.

All activities related to financial planning, for both
The European Financial individual and business clients. Minimum of 40 days of
Planner® (EFP) training or 320 hours (or equivalent) or 20 additional
days of training for EFA certificate holders.

The European Financial
Advisor® Certificate (EFA)

IV Competency Requirements in Personal Financial Planning
According to EU Regulations in the Areas of Capital Markets
and Insurance

Personal financial planning as a profession at the EU level is not regulated by
uniform regulations, although financial planning, under various names, is included
in the list of regulated professions in some member states.”® The most significant
regulations concerning the areas covered by financial advising are Directive 2014/65/
EU on financial instruments markets (MiFID II), as well as Regulation (EU) No. 600/2014
on financial instruments markets (MiFIR).>® In the field of insurance, the Insurance
Distribution Directive is of utmost importance. In addition, regulations that are

7 https://efpa-eu.org/index.php/standards-qualifications/, 10. 10. 2024.

%8 For example, in Denmark, a financial advisor (Finansiel radgiver) provides advice on loans, deposits,
insurance, pension funds, and investment services. Financial advisors are a recognized profession in the
United Kingdom (Chartered Financial Planner), Austria, France (Conseiller en investissements financiers),
Slovakia (Financny poradca), etc. European Commission, Regulated professions by country, with competent
authorities, http://ec.europa.eu/growth/tools-databases/regprof/index.cfm, accessed: 10. 10. 2024.

9 Regulation (EU) No 600/2014 of the European Parliament and of the Council of 15 May 2014 on mar-
kets in financial instruments and amending Regulation (EU) No 648/2012, OJL 173, 12.6.2014, 84-148.
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particularly significant in the area of consumer information include Directive 200/48/
EC on consumer credit agreements® and Directive 2014/17/EU on credit agreements
for the purchase of real estate®' as well as Regulation (EU) No. 1286/2014 on key
information documents for packaged investment products for retail investors and
insurance products®? and others.

Article 25(1) of the MiFID Il Directive introduced the obligation for member
states to publish the criteria based on which the knowledge and competence of
individuals providing investment advice or information on financial instruments,
investment services, or ancillary services to clients on behalf of an investment firm
will be assessed. The mentioned Guidelines for the Assessment of Knowledge and
Competence serve as additional guidance in this regard. However, it is important
to note that Article 3(1) of the directive allows member states to apply different
criteria for specific services, including investment advice, than those applicable to
other cross-border services. In this context, the rules on expertise and qualifications
for locally operating investment advisors do not necessarily have to meet the same
criteria set for investment advisors providing services across borders. The Guidelines
for the Assessment of Knowledge and Competence offer different implementation
options: the competent regulatory authority or another national body may publish
the characteristics that an appropriate qualification should fulfill; a list of specific
relevant qualifications considered to meet the criteria of the Guidelines may be
published;% a combination of both criteria publication and a list of specific qualifi-
cations may be used.

Itis important to note that the Guidelines establish minimum standards,
meaning that national authorities can require a higher level of knowledge and com-
petence for employees who provide advice or inform clients. This broad regulatory
discretion has led to significant differences between member states.®*

The Insurance Distribution Directive (IDD), in Article 10 and Annex |, establis-
hed minimum criteria regarding the knowledge and competence of advisors in the
field of insurance services. Within the framework of the institutional architecture for

% Directive 2008/48/EC Of the European Parliament and of the Council of 23 April 2008 on credit agree-
ments for consumers and repealing Council Directive 87/102/EEC, OJ L 133, 22.5.2008, 66-92.

' Directive 2014/17/EU of the European Parliament and of the Council of 4 February 2014 on credit
agreements for consumers relating to residential immovable property and amending Directives 2008/48/
EC and 2013/36/EU and Regulation (EU) No 1093/2010, OJ L 60, 28. 2. 2014, 34-85.

2 Regulation (EU) No 1286/2014 of the European Parliament and of the Council of 26 November 2014
on key information documents for packaged retail and insurance-based investment products (PRIIPs)
0JL352,9.12.2014,1-23.

3 This option has been chosen by a smaller number of countries, such as Luxembourg (Circular CSSF
17/670 of 13 October 2017) and Spain (Guia Técnica 4/2017 de la Comision Nacional del Mercado de
Valores, para la evaluacion de los conocimientos y competencias del personal que informa y que asesora,
of June 27, 2017). Source: F. Zunzunegui et al. (2023).

54 See in particular: F. Zunzunegui et al. (2023).

190 [1/2025 @) TOKOVI OSIGURANJA



T. Jovani¢: Challenges Of Regulating Personal Financial Planning
As A Profession

the supervision of financial institutions in the EU (the so-called Lamfalussy proces-
s),%° this aspect of insurance companies’ operations is regulated at Level 7, meaning
through a directive as a secondary source of EU law. In contrast, qualifications for
advising in the securities market are regulated at Level 3. Thus, the Insurance Distri-
bution Directive did not grant the European Insurance and Occupational Pensions
Authority (EIOPA) the power to further regulate criteria for knowledge and expertise.
Instead, it is the responsibility of EU member states to transpose the provisions of
this directive into their national legislation. Since this directive prescribes minimum
harmonization, member states may impose more detailed and stricter requirements.
This has resulted in multiple divergences in how knowledge and expertise require-
ments are regulated, not only for intermediaries in insurance distribution services
but also for personal finance advisors.

Finally, it is worth highlighting some differences in the regulation of kno-
wledge and competence requirements between the insurance and capital markets
sectors.®® While both MiFID Il and the Insurance Distribution Directive require
that individuals who provide information or advice must possess the necessary
knowledge and expertise, the Guidelines of the European Securities and Markets
Authority (ESMA) place greater emphasis on obtaining a qualification. In contrast,
in the insurance sector, the focus is more on maintaining a level of expertise and
qualification through continuous professional development (CPD). Additionally, the
Guidelines define knowledge and competence requirements in terms of a qualifi-
cation that should be renewed or update (“qualification or another test or training
course... seminar, self-study, or learning”)¥’, whereas the Insurance Distribution
Directive prescribes a training program aligned with the “continuous professional
development” (CPD) requirement.

The criteria regarding knowledge and competence for employees who
provide clients with information or advice on investment products, investment ser-
vices, or ancillary services are set out in the Guidelines (Articles 17 and 18). However,
the broad definition of learning outcomes (“understanding” or “basic knowledge”)
and practical skills (“assess"“fulfill obligations”), without introducing referent points
or selecting one of the eight qualification levels according to the European Qua-
lifications Framework (EQF), do not contribute to the harmonization of national
frameworks. Moreover, the Guidelines’ criteria do not specify the characteristics that
a qualification must meet, such as whether the training is conducted in classrooms
or remotely; the duration of training or the number of hours required for providing
advice and information; whether the training is organized at the company level or

% https://finance.ec.europa.eu/regulation-and-supervision/regulatory-process-financial-services_en
% Fernando Zunzunegui et al., European Insurance and Occupational Pensios Authority, Annexes I-VIil to
the Report on the application of the Insurance Distribution Directive (IDD), EIOPA-BoS-21/582, 6 January 2022.
5 Guidelines, 15.
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by an external body; and the requirements imposed on institutions that provide
education, training, and examination services for licensing.®®

In certain countries, the supervisory authority prescribes rules and standards
that must be followed by institutions authorized or accredited to organize training
and standardized examinations. However, the level of detail varies, as in some
countries, supervisory bodies have broader powers.®® Particularly, there is a lack of
standards regarding the conduct of training between internal or external training.
One of the few examples of regulating this criterion is Luxembourg, where financial
intermediaries are given the freedom to assess intermediaries’minimum knowledge
and competence, following a formal verification process by the Commission de
Surveillance du Secteur Financier (CSSF). Another option is to participate in external
training programs that have been certified by the Commission.”

On the other hand, the Insurance Distribution Directive more clearly de-
fines what is considered “minimum requirements for professional knowledge and
competence’, specifying in the Annex concrete areas: (a) the minimum necessary
understanding of the terms and conditions of the offered policies, including risks,
the minimum necessary knowledge of products, premiums and benefits, as well as
the advantages and disadvantages of different investment options and financial risks
for insurance-based investment products (including risks related to savings, pension
plans, etc.); (b) the minimum necessary knowledge of applicable laws regulating the
distribution of insurance services, consumer protection regulations, anti-money laun-
dering laws, data protection, relevant tax regulations, and relevant social and labor
law, etc,; (c) the minimum necessary knowledge of handling customer complaints
and dealing with grievances; (d) the minimum necessary knowledge of assessing
customer needs; (e) the minimum necessary knowledge of insurance and, possibly,
other financial markets; (f) the minimum necessary understanding of business ethics
standards; and (g) the minimum required financial competence.

However, neither the ESMA Guidelines nor the Insurance Distribution
Directive contains standards regarding the format, organization, and duration of
various forms of continuous professional development. While in some countries,

% European Commission, Staff Working Document,Report on the current framework for qualification of
financial advisors in the EU and assessment of possible ways forward’, Brussels, 30. 6.2022

SWD(2022) 184 final, https://finance.ec.europa.eu/system/files/2022-07/220630-report-qualification-fi-
nancial-advisors-framework_en.pdf, accessed: 17. 10. 2024. F. Zunzunegui et al. (2023), 32.

% One of the best examples is the Czech National Bank, which has established detailed regulations for
training and examinations in the capital markets sector through a special decree (Decree No. 319/2017
of 21 September 2017 on professional qualification for distribution on the capital market), while in
the insurance sector, these requirements are defined by law (Law on the distribution of insurance and
reinsurance, July 26, 2018).

70 Commission de Surveillance du Secteur Financier, Circular CCSF 17/665 — ESMA Guidelines for the
Assessment of Knowledge and Competence, https://www.cssf.lu/en/Document/circular-cssf-17-665/,
10.10. 2024.

192 [1/2025 @) TOKOVI OSIGURANJA



T. Jovani¢: Challenges Of Regulating Personal Financial Planning
As A Profession

this option or obligation for financial advisors is not foreseen at all, in the field of
insurance, most countries have accepted 15 hours annually, as stipulated by the
Insurance Distribution Directive.”!

Table 2.
MiFID Il Directive
Criteria Regarding and Guidelines for Insurance Distribution
Qualifications Knowledge and Directive
Competence Assessment
Minimqm Requirements . / /
Regarding Formal Education
Quialification Requirement Test or Training Certificate as an Option
Form of Professional / /
Qualification
Number of Training Hours / /

Form of Continuous Professional
Development

Number of Required Hours

of Continuous Professional / 15
Development

Minimum Required Work

~

/

Experience for Qualification 6 months /

Maximum Supervision Period 4 years /

Qualification Verification Internal or external, /
annually

V Towards the Improvement and Unification of Standards
for Professional Qualifications of Personal Finance Planners
and Financial Advisors in the EU

The European Commission adopted the Capital Markets Union Action Plan
in September 2020,”2 which includes the Retail Investment Strategy. This strategy
aims to ensure that retail investors can fully benefit from capital markets and that
the rules are coherent across all legal instruments. Among other things, it is antici-
pated that individual investors should benefit from adequate protection, unbiased

71 F. Zunzunegui et al., p. 44.

72 Communication from the Commission to the European Parliament, the Council, the European Eco-
nomic and Social Committee and the Committee of the Regions: A Capital Markets Union for people and
businesses-new action plan, Brussels, 24.9.2020, COM(2020) 590 final. https://finance.ec.europa.eu/capi-
tal-markets-union-and-financial-markets/capital-markets-union/capital-markets-union-2020-action-plan/
action-8-building-retail-investors-trust-capital-markets_en, 30. 09. 2024.
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advice, and fair treatment. Activity No. 8, as outlined in the Action Plan, proposes
that the Commission suggest possible ways to improve the level of professional
qualifications for financial advisors in the EU through amendments to the provi-
sions of the MiFID Il Directive and the Insurance Distribution Directive, as well as
the introduction of a pan-European label for financial advisors. It is also expected
that the Commission will propose that advisors receive a certificate proving that
their level of knowledge and qualifications is sufficient for access to the profession,
which will also demonstrate that they continuously participate in appropriate forms
of continuing education.

To prepare activities aimed at aligning the requirements of both directi-
ves, the European Supervisory Authority for Insurance and Occupational Pensions
conducted an analysis of the conditions that are set in member states as the basis
for demonstrating knowledge and competence in financial advisory related to the
distribution of investment products based on insurance products, revealing a range
of differences at the level of member states.”?

Based on reports from European supervisory bodies for capital markets and
insurance, the European Commission published a special working document regar-
ding the qualifications of financial advisors in the EU.”* Although this is a working
document, as an informal source that is not binding, it can be concluded that the
analysis and comparison of requirements regarding the obtaining of professional
qualifications for financial advisors is aimed not only at amending the aforementioned
directives to harmonize the conditions for obtaining a pan-European label but also
atintroducing an additional requirement related to the professional knowledge of
financial advisors to integrate investors' preferences concerning sustainability. In this
context, the European Securities and Markets Authority adopted specific guidelines
as far back as 2018,7> while the European Supervisory Authority for Insurance and
Occupational Pensions adopted specific guidelines in 2022.7

3 |0OPA, Report on the application of the Insurance Distribution Directive (IDD), EIOPA-BoS-21/581, January
2022; EIOPA, Annexes |-Vl to the Report on the application of the Insurance Distribution Directive (IDD),
EIOPA-B0S-21/582, 6 January 2022.

74 European Commission, Staff Working Document,Report on the current framework for qualification
of financial advisors in the EU and assessment of possible ways forward”, Brussels, 30.6.2022, SWD(2022)
184 final.

75 ESMA, Guidelines on certain aspects of the MiFID Il suitability requirements, ESMA35-43-1163, 06/11/2018.
5 EIOPA, Guidance on the integration of sustainability preferences in the suitability assessment under the
Insurance Distribution Directive (IDD), EIOPA-BOS-22-391, 20 July 2022.
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VIl Instead of a Conclusion - Reflection on the National
Framework for Obtaining Titles and Improving Financial
Advisors Qualifications

As an emerging profession, personal financial planning is primarily associated
with developed countries, where its growth is driven by a well-developed capital
market and a wider range of financial products available to consumers who often
lack the necessary knowledge. However, even in countries with developed finan-
cial markets, the conditions for providing financial advisory and personal financial
planning services remain inconsistent. One of the main reasons personal financial
planning has not yet been fully recognized as a profession is the lack of well-defined
educational requirements for financial advisors. The previously mentioned analysis
of the EU legal framework clearly highlights the lack of harmonization, particularly
concerning the MiFID Il Directive's requirements for professional qualifications. In
contrast, the Insurance Distribution Directive provides a somewhat more precise
definition of the minimum professional competencies in the insurance field. In this
regard, at the EU level, there is a recognized need to develop a unified taxonomy
of qualification requirements and to standardize the meaning and scope of terms
such as “knowledge”, “competence”, “qualification’, “training” and similar concepts.
The goal is to ensure a clear understanding that competence implies obtaining an
appropriate qualification rather than merely participating in a training program.

The underdevelopment and instability of the financial market in our country
and neighboring countries, along with a general lack of trust in the financial system,
limit the potential for this profession to take shape and reduce the demand for various
aspects of financial advisory services. In none of the surrounding countries is personal
financial planning recognized as a regulated profession, and due to the limited availa-
bility of financial products, there is little demand for specialists in this field. However,
there has been a noticeable increase in individuals referring to themselves as financial
advisors and personal finance planners who offer educational and advisory services.

In cases where financial advice involves selling, mediation, or asset mana-
gement for financial service users, investment advisors are legally required, under
the Capital Market Law,”” to adhere to professional rules and standards. They are
prohibited from recommending the purchase or sale of financial instruments solely
to earn a commission. The law mandates that investment advisors act in the best
interest of their clients, ensuring that financial transactions are suitable by taking
into account the client’s goals, risk tolerance, financial knowledge and experience,
and ability to understand the risks associated with the service provided.

77 See in particular art. 179-181 of the Capital Market Law, Sluzbeni glasnik RS, No. 129/2021.
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In accordance with the Capital Market Law and a specific Rulebook,” the
Securities Commission of the Republic of Serbia organizes three courses for attending
training, taking exams, and obtaining licenses for brokers, portfolio managers, and
investment advisors. The Rulebook regulates various aspects, including eligibility
requirements, subject areas, exam organization, and the process for recognizing
foreign diplomas or certificates earned abroad. The curriculum, instructors, and exa-
miners are determined by the Commission’s official act, with specific course hours and
exam content outlined for each of the three professional titles. Thus, the certification
requirements for investment advisors, issued by the Commission as a prerequisite for
obtaining a license and registration in the Investment Advisors Registry, are strictly
regulated by secondary legislation. This also applies to the licensing requirements,
including specific work experience conditions and a clean criminal record. Holding
the title of investment advisor is a fundamental requirement for obtaining a license,
which also entails meeting additional professional and ethical standards.

According to the provisions of the Insurance Law,” an authorized insurance
broker or agent cannot engage in insurance mediation or representation activities
without undergoing professional training and being listed in the publicly available
Register of Active Authorized Brokers/Agents, on the National Bank of Serbia (NBS)
online portal. Based on a Decision on Amendments to the Decision on Obtaining Titles
and Professional Development for Authorized Insurance Brokers and Agents,® the
National Bank of Serbia signed an Agreement with the Serbian Chamber of Commerce,
granting it the authority not only to conduct training programs for the certification
of authorized insurance brokers and agents,®' but also to oversee their ongoing
professional development, which is not mandated by capital market regulations.

Specifically, the mentioned Decision requires authorized brokers and agents
to undergo at least 15 hours of professional training annually in any calendar year
they engage in insurance mediation or representation.

Beyond the scope of financial services, it is worth briefly examining the
professional qualification requirements for obtaining licenses in accounting, auditing,
and real estate mediation. In the field of accounting services, the Accounting Law®?

78 Rulebook on Obtaining Titles and Licensing for Brokers, Investment Advisors, and Portfolio Managers,
Sluzbeni glasnik RS, No. 115/2023.

79 Art. 86(1) and 98(1,2) of the Insurance Law, Sluzbeni glasnik RS, No. 139/2014 and 44/2021.

80 Sluzbeni glasnik RS, No. 11/2017.

8 In this regard, it is commendable that the Training Manual for Certification, which is publicly available,
has been standardized. The Serbian Chamber of Commerce, Training Manual for Certification of Authorized
Insurance Brokers and Agents, Belgrade, February 2024. Notably, this publication prominently highlights key
obligations, including the duty of brokers and agents to provide information that protects policyholders’
rights and interests, the requirement for continuous professional development, the necessity of assessing
consumer needs appropriately, adherence to ethical business standards, and more.

82 Sluzbeni glasnik RS, No. 73/2019 and 44/2021 - other law.
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mandates training, examination, and continuous professional development only
for accountants who provide professional accounting services. Since neither legal
entities nor entrepreneurs who do not engage in accounting services are required
to employ a certified accountant for bookkeeping, the licensing requirement in
personal financial planning depends on the purpose of financial advisory services.
According to the Audit Law,® auditors can obtain licensed certified auditor status
if they pass the certification exam for a certified (internal) auditor and hold a valid
license to practice auditing. A self-employed auditor is a certified auditor with a
valid permit to operate as an independent entrepreneur. A professional qualifica-
tion in accounting must be obtained from an organization that is a member of the
International Federation of Accountants (IFAC). In Serbia, this membership is held by
the Association of Accountants and Auditors and the Chamber of Certified Auditors.
These professional organizations, in accordance with the relevant regulations, con-
duct training for certification exams, organize examinations, and maintain official
registers of certified accountants, certified public accountants, certified auditors,
and certified internal auditors.

Finally, the Law on Mediation in Real Estate Transactions and Leasing®
regulates the conditions and procedures for conducting real estate mediation and
leasing services, establishing the mandatory professional examination require-
ment. The program and examination procedure, as well as the record-keeping of
issued certificates, one of the prerequisites for registration in the Real Estate Brokers
Register, are governed by the Rulebook on the Professional Examination for Real
Estate Brokers.®

The regulation of financial advisors in our country falls under the legal fra-
mework of capital markets and insurance. When it comes to defining professional
requirements, it appears that the field of insurance mediation and representation has
a more structured and detailed approach to expertise and knowledge standards. In
addition to enforcing existing regulations and the supervisory role of the Securities
Commission and the National Bank of Serbia, as the competent authorities, attention
should also be directed toward further developments within the EU’s Capital Markets
Union Action Plan, particularly regarding the harmonization of qualification criteria
and the introduction of a pan-European financial advisor designation. Considering
these regulatory trends, an additional step could involve establishing professional
associations, potentially in the form of a financial advisors chamber with mandatory
membership and legally assigned responsibilities, particularly in areas such as setting
ethical standards and enforcing continuous professional development requirements
for financial advisors.

8 Sluzbeni glasnik RS, No. 73/2019.
84 Sluzbeni glasnik RS, No. 95/2013,41/2018, and 91/2019.
85 Sluzbeni glasnik RS, No. 75/2014 ... 135/2022.
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