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Discretionary Investment 
Accounts: The Pros and Cons  

 

 

I’ve been attending night school. In fact, I just graduated with a 

new designation: Associate Portfolio Manager.  

It’s a title reserved for a select group of investment professionals. It requires advanced investment 

qualifications, as well as professional development. It’s an especially rigorous evaluation process so only 

top advisors qualify as Portfolio Managers. 

Why should you care? It’s simple.  

As a Portfolio Manager, I can manage a discretionary account on your behalf. 

This type of account simplifies your life when it comes to investing and allows you to take advantage of 

buy and sell situations needing immediate action. With a discretionary account, you and your 

investment advisor will also have more time to chat about your priority personal financial concerns. 

What the Heck is a Discretionary Account? 

When you decide to switch to a discretionary account, you begin by agreeing to a personal investment 

policy statement. Your investment advisor prepares this document in consultation with you. It includes 

your investor profile, including important information such as your investment objectives, risk 

tolerance, and your time horizon to reach your objectives. 

When it comes time to make changes to the investments in your portfolio, this policy statement guides 

your investment advisor’s decisions on what investments to include.  

For example, if you have a low-risk tolerance and need to preserve your capital, your 

investment strategy is capital preservation. Your portfolio includes cash equivalents or fixed 

income securities and funds. Any changes to this portfolio must be consistent with the agreed upon 

asset allocation. 
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At the opposite end of the strategy spectrum, you may want to focus on growth. In this case, equity 

securities and funds will make up the majority of your portfolio; any changes to this portfolio will be 

consistent with this asset allocation. 

With a discretionary account, you delegate all investment decisions to your Portfolio Manager. These 

decisions include researching investment opportunities, selecting securities to buy and sell, and at what 

price.  

In other words, you’ve given them the discretion to make decisions on your behalf as long as these 

investment decisions are consistent with your agreed upon investment plan. 

Is a Discretionary Account Right For You? 

With a non-discretionary account, security regulators require your advisor to call you for approval on 

trading decisions. If you prefer to have your advisor make these decisions for you, a discretionary 

account is a good choice, especially if you lead a busy life and trust your advisor’s recommendations.  

A discretionary account is likely the best approach if you’ve agreed with every buy and sell suggestion 

your advisor made over the last few years. By allowing them to act on your behalf, you’ll make your life 

simpler and be able to take advantage of urgent buy and sell situations. 

Consider an analyst who releases a negative research report about Company ABC. The company’s stock 

then drops significantly in a matter of hours. For clients in a discretionary account, their portfolio 

manager can act quickly by selling Company ABC stock from their accounts. 

If you invest in a non-discretionary account and are on vacation when the analyst releases their research 

report, you’re out of luck. Your advisor won’t be able to reach you ... and you won’t benefit from this 

opportunity.  

With non-discretionary accounts, your advisor may have 100 clients to call about selling their position 

in Company ABC. If you’re number 95 on their call list, you might sell closer to the bottom of the stock 

price, rather than the top. 

Many clients don’t want to speak to their advisor about individual trades. If this sounds like you, you 

may prefer to replace those discussions with value-added financial advice. You’ll find it more useful to 

chat with your advisor about paying down debt, saving for your children’s education, or the best time to 

start taking your Canada Pension Plan. 

Discretionary accounts aren’t for every investor. You will need a minimum of $100,000 in investable 

assets. In addition, if you prefer to be involved in buy and sell decisions, you should stay in a non-

discretionary account. 
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The Bottom Line 

Fees in discretionary accounts are usually lower than non-discretionary portfolios. The former typically 

include fewer higher fee mutual funds and a greater number of individual securities. If markets rise 

while your investment fees decline, your overall returns should increase. 

While discretionary accounts are not for every investor, they make sense if you meet the minimum asset 

threshold and want to delegate investment decisions to your advisor. You’ll benefit from the trading 

agility the discretionary account provides. Your portfolio manager will be able to act quickly on money 

making buy or sell opportunities without calling for your approval.  

Most importantly, you and your investment advisor will have more time to chat about the 

financial concerns at the top of your list. 

If you're interested in learning more about discretionary investment accounts, get in touch. 
 

  

https://www.adammchenry.com/contact
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**Disclaimers: 

Manulife Securities and the block design are registered service marks and trade marks of The Manufacturers Life 

Insurance Company and are used by it and its affiliates including Manulife Securities Incorporated / Manulife 

Securities Insurance Inc.  

Manulife Securities Incorporated is a Member of the Canadian Investor Protection Fund  

The opinions expressed are those of the author and may not necessarily reflect those of Manulife Securities 

Incorporated and/or Manulife Securities Insurance Inc. 

This publication contains opinions of the writer and may not reflect opinions of Manulife Securities Incorporated 

and/or Manulife Securities Insurance Inc. The information contained herein was obtained from sources believed to 

be reliable, but no representation, or warranty, express or implied, is made by the writer or Manulife Securities 

Incorporated and/or Manulife Securities Insurance Inc. or any other person as to its accuracy, completeness or 

correctness. This publication is not an offer to sell or a solicitation of an offer to buy any of the securities. The 

securities discussed in this publication may not be eligible for sale in some jurisdictions. If you are not a Canadian 

resident, this report should not have been delivered to you. This publication is not meant to provide legal or account 

advice. As each situation is different you should consult your own professional Advisors for advice based on your 

specific circumstances.  

This material is not to be construed as an offer or solicitation. The securities mentioned may not necessarily be 

considered suitable investments for all clients. Contact your Investment Advisor to discuss your individual 

investment needs.  

Manulife Securities Incorporated and/or Manulife Securities Insurance Inc. is committed to protecting your privacy 

and the confidentiality of your personal information. A copy of our privacy policy is available upon request. If you 

have any questions about this policy, please call us at 1-800-991-2121.  

Manulife Securities Incorporated is registered as an Investment Dealer, or its equivalent, with the provincial 

securities commissions and as such our Advisors are entitled to sell mutual funds, stocks, bonds and other securities 

as permitted under our registration. They may also be able to provide other services or products to you through 

their own business. As a member of the Investment Industry Regulatory Organization of Canada ("IIROC"), Manulife 

Securities Incorporated is obligated to disclose to you that you may be dealing with companies other than Manulife 

Securities Incorporated when purchasing services or products from your Associate (remuneration to your Associate 

may also come from various sources depending on the services or products purchased). For example, your Associate 

may offer any one or more of the following through a separate business, which would not be the responsibility of 

Manulife Securities Incorporated:  

▪ * Insurance: Life, Accident, Sickness, Disability, General.  

Please be sure that you have a clear understanding of which company you are dealing with for each of your services 

and products. Your Associate would be happy to provide any clarification you require.  

The commentary in this publication is for general information only and should not be considered investment or tax 

advice to any party. Individuals should seek the advice of professionals to ensure that any action taken with respect 

to this information is appropriate to their specific situation. Manulife, the Block Design, the Four Cubes Design and 

Strong Reliable Trustworthy Forward-thinking are trademarks of The Manufacturers Life Insurance Company and 

are used by it, and by its affiliates under license. 


