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Chapter 1 Decisions about Discretion

Introduction

For the last four years, Cerulli has asked managed account sponsors
about their top priorities for the year. Without fail, their top priorities
center on portfolio discretion. Sponsor firms' top priorities have
consistently been to either increase the use of home-office discretion
managed account products, or to provide their advisors with better
portfolio construction resources.

In this chapter, Cerulli dives deep into the decisions that sponsor
firms are making around advisor discretion. This includes, for the
first time since the 2015 iteration of this report, and in response to
myriad client questions requesting it, an analysis on the performance
of home-office-directed programs relative to advisor-directed and
client-directed portfolios. The chapter then evaluates sponsor firms'
feelings on RPM programs, the tools and methods they are using

to improve their RPM programs, and the qualifications that their
advisors must meet to take discretion over client portfolios. The
chapter concludes with asset manager views on portfolio discretion,
and the steps that they are taking to better arm their distribution
teams to work with advisors who take on a greater share of portfolio
construction responsibilities.

27

Exhibit 1.01
Top Priorities for Managed Account Sponsors, 2023

Managed account sponsors’ top priorities have consistently centered around
portfolio discretion, either making their advisors better, or encouraging them to
give up discretion entirely.

Source: Cerulli Associates | Analyst Note: Respondents were asked to name their top-three priorities for 2023.

Providing better portfolio construction _ 52%
support for advisors
Increasing the use of home-office discretionary _ 45%
managed account products
Expanding the use of third-party asset _ 31%
allocation strategists/model providers
Platform consolidation _ 31%
Reducing the expense of managed _ 28%
account products and/or platforms
Working toward a unified _ 28%
managed household (UMH)
Responding to compliance _ 24%
and regulatory issues
Simplifying fees across managed _ 21%
account platforms
Rationalizing the number of products _ 17%
and asset manager relationships

Reducing the scope of products and firms . 3%
for which you perform due diligence
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