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Choosing an Investment Advisor 

One of the most important decisions an investor will make is the selection of their money manager.  

Some investors will take the task of investment management on themselves.  Most will hire a 

professional to provide them investment management services. There are a few individuals that have 

the knowledge and discipline that it takes to successfully manage their own portfolio.  Most people 

would lack the discipline to follow their investment plan, or worse, not even have an investment plan.  

Now you realize you need a professional manager, how do you find the right one for you? 

In order to find an investment advisor that will work for you, it is important to understand the different 

types of managers.  We will start with two broad categories.  1) Commission based and 2) Fee based.  A 

commission based manager will charge by the transaction.  The more transactions done, the more 

money that manager makes.  Typically, a commissioned based advisor will charge to buy the asset and 

again when they sell the asset.   The fee based manager charges a flat fee based on the value of the 

account.  If the value of the account appreciates, the fee will increase.  If the value goes down, the fee 

decreases.  Both categories have merit.  An investor that is only going to buy a few specific securities 

and wants to direct the trading of those securities should use a commission based manager.  If you are 

looking for a diversified portfolio that is ready to adapt to a market that is constantly changing, the fee 

based manager could provide you with the appropriate services. 

Deciding what type of manager to hire is just the first of many factors that goes into finding an 

investment advisor that is the right fit for the investor.  To find the appropriate manager you should 

interview them to make certain their philosophies are in alignment with your goals.  The following 

questions are just a sample of some of the things you might want to ask an investment professional 

before hiring them:  

1) How much experience does the manager have managing accounts similar to yours?  Ask the 

advisor how many accounts that they manage that are similar to yours and how long they have 

managed them.  The market goes through many cycles and a relatively new advisor might not 

have experienced certain conditions.  Do you want the advisor to get their experience on your 

account? 

2) How does the advisor measure success?  If their answer is about their own personal goals, cross 

them off the list.  You want someone that is working for you.  A good answer here would be 

helping clients achieve their goals, or outperforming a relative benchmark.  Relative benchmark 

is the key word.  They need to be investing in securities that fit your risk tolerance. 

3) Is the advisor willing to take the time to learn what your investment goals and risk tolerance are 

and follow up by creating an investment plan to guide in achieving your goals.  Will the manager 

tailor the portfolio to meet specific needs of a client?  Some managers use a cookie cutter 

approach where one portfolio fits all their clients.  Not all investors’ goals and risk tolerances are 



the same.  A younger client might be more aggressive and want high growth stocks, while a 

person nearing or in retirement may desire conservative growth and prefer equities that pay 

higher dividends. 

4) Does the manager consider investments owned outside of the portfolio that they are 

responsible for?  Many times investors might have more than one advisor.  If each advisor does 

not consider the holdings in the other portfolios, you could end up with heavy concentration in 

certain sectors and little exposure in other sectors.  

5) How available are they to communicate?  Is your personality compatible with the advisor?  

Communication between a client and his or her investment manager must be 2 – way.  The 

advisor must be made aware and take into consideration any changes in the client’s life that 

would impact or change their investment goals.  Effective communication will also help the 

client to understand why the investments are performing as they are. 

6) Is performance reporting available?  The performance of a manager should be readily available 

and presented at a pre-determined frequency.  The performance should be compared to a 

relative index.  This in essence provides a grade card on how well the manager is performing. 

7) What is the average turnover of the portfolio? Turnover is how often securities are traded.  

Whether it is mutual funds or individual stocks and bonds, excessive and unnecessary trading 

can add additional expenses and directly impact the bottom line by reducing the returns. 

8) Are all of the investment costs clearly stated?  Many times there are hidden fees associated with 

mutual funds or other securities, such as 12b-1 fees or high expense ratios.   An advisor should 

disclose all fees so that an investor will be able to fairly evaluate alternatives. 

9) How does the size of the portfolio compare to the manager’s average client?  If the size of your 

portfolio is significantly smaller than the majority of the other accounts managed by the advisor, 

will your account get less attention? Ask how much time will be allocated to your account. 

10) How often are objectives evaluated and reviewed?  Part of every investment plan should include 

a time frame for re-evaluation of goals and objectives.  Things change through time and if your 

investments goals and objectives do not keep pace you could have an ugly surprise.  For 

instance if you retire or become unemployed your income need will increase and your 

investments should be adjusted. 

   


