
 

Fiduciary Duty 

Who are fiduciaries, and why should an investor care about fiduciary responsibility? 

A fiduciary is charged to employ the highest standard of care, always acting honestly and in good faith 

with a view to the best interests of the client, while exercising the care, diligence and skill that a 

reasonably prudent person would exercise in comparable circumstances. Acting in the best interest of 

the client requires making independent and unbiased investment decisions. 

The use of the term fiduciary has come under recent scrutiny in the U.S., with a prominent investor 

protection and resolutions group reviewing the use of the term by U.S. brokerage firms. 1 

One might be surprised to learn that not all financial professionals are held against this standard, 

regardless of their education, their job titles, how they advertise, or even the 'name' firm they work for.  

That strikes to the heart of the business model and nature of the practitioner’s employer firm, its lines of 

business, and even its compensation model. 

In Canada, regulations require all registrants to abide by the suitability rule through determining 

whether the purchase or sale of a security recommended to an investor is suitable for the investor. In 

order to reach that conclusion, registrants have to know the client’s objectives and needs (Know Your 

Client) and know the product or security characteristics and its risks (Know Your Product).  Only then can 

they ensure that the product or security they are recommending will match the needs, objectives and 

risk tolerance of the client. Although the suitability requirement is an important foundation, it is only a 

part of the fiduciary obligation. 

The only financial professionals who are under fiduciary obligations are portfolio managers with 

discretionary authority over their clients’ accounts. A discretionary account, also known as a managed 

account, is an account for which the manager has sole discretion to make investment decisions to buy or 

sell securities without the client’s expressed consent for each transaction. In this model, the manager 

gets a management fee as a percentage of the investments they manage, as opposed to a commission 

based on the volume of buying or selling securities or products. Therefore the portfolio manager and the 

client have the same ultimate goal, to grow the client’s assets. This fee is transparent and simple to 

understand in comparison to the rest of the industry where there might be embedded distribution costs. 

Although the industry is in the process of improving the disclosures through the Client Relationship 

Model (CRM), at this stage CRM only addresses the transparency issue. 

Independence and objectivity go hand in hand with fiduciary obligations. If a gourmet chef were to 

prepare a customized dish for you, you would expect him or her to shop for the best ingredients in the 

market for your dish, rather than concoct a plateful of food from just the ingredients given to him from 

the kitchen. Similarly, fiduciaries should be able to implement best execution principles when it comes 

to constructing portfolios.  They should have access to competing research opinions on the investments 

that are considered in constructing the portfolio.  They need to shape an independent and unbiased 
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view of the securities and products, and be able to test the price of those products, so as to purchase 

the best offerings from any source while undertaking to customize a portfolio for the client. 

Compensation should not be tilted in favour of in-house products or investment offerings. 

SEAMARK is registered with provincial securities commissions as an investment fund manager. Our 

business model is based on discretionary investment management. We therefore act in a fiduciary 

capacity on behalf of our clients. At SEAMARK, we have access to research from multiple brokerage 

firms, and we seek best execution in our trading. For example, in the less price transparent bond 

market, we solicit fixed income quotes from multiple institutional bond desks to obtain the best prices 

available in the marketplace.  

There are many high standing professionals participating in the investment industry.  Most are 

accredited in some manner, so the myriad of 'letters' after one's name can often be confusing to the 

public.  However, fiduciary responsibility lies at the core of the CFA Institute’s Code of Ethics and 

Standards of Professional Conduct. The Chartered Financial Analyst® (CFA) credential has become the 

most respected and recognized investment designation in the world. Every member of SEAMARK’s 

Investment Team is a CFA charter holder; therefore we abide by a stringent Code of Ethics and 

Standards of Professional Conduct. These ethics and standards require we act with integrity, 

competence, diligence, respect and in an ethical manner with clients, and to place the integrity of the 

investment profession and the interests of clients above our own. We are to use reasonable care, and 

exercise independent professional judgement when conducting investment analysis, providing 

investment recommendations, and taking investment actions. We believe in higher standard setting 

when it comes to our business model, and our credentials are just one of the important components 

included in the package we have tailored, to deliver the best for our clients. 
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