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S U M M A R Y  
The Committee recently approved the addition of options within the self-directed brokerage account (SDBA) and has requested a brief document considering 
the pros and cons of allowing the use of foreign securities in order to support informed decision making. This document explores the potential advantages and 
disadvantages of adding these securities to the SDBA, along with another consideration of participant education, before ultimately providing a recommendation 
from the Fiduciary Consulting Group. 
 
F O R E I G N  S E C U R I T I E S  
Foreign securities are accessible to participants in several ways; American Depositary Receipts (ADRs) or through direct investment. ADRs are a simplified route 
for US investors to hold foreign securities as they trade on US stock exchanges, like the NYSE or NASDAQ. Crucially, ADRs are denominated in US dollars, trade 
during US market hours, and pay any dividends in US dollars. Direct investment involves participants purchasing individual stocks or bonds through the SDBA 
provider on foreign stock exchanges. By allowing participants to access domestic equity markets, they currently have access to ADRs. The below table outlines 
the pros and cons specifically in relation to allowing participants access to direct investing. 
 

Description 
Pro (+) or 

Con (-) Primary Advantage/Disadvantage for Participants 

Diversification + Reduces portfolio dependance on the US economy alone; provides access to different industries/sectors; potentially 
lowers overall portfolio volatility due to imperfect correlation with US assets. 

Access to Global 
Growth + Opportunity to invest in economies potentially growing faster than the US; broadens the investment universe beyond 

US-only companies. 

Potential Currency 
Benefit + Possibility of enhanced returns if the US dollar weakens relative to the foreign currency of the investment. 

Currency Risk - Fluctuations in exchange rates negatively impacting the USD value of investments and returns. Complexity in 
understanding and predicting currency movements. 

Political/Economic - Instability, policy changes, nationalization, capital controls, economic downturns, or sovereign debt in the host 
country harming investment value. Higher risk in emerging markets. 

Regulatory/Legal - Differing accounting/disclosure standards hindering analysis. Unexpected regulatory changes. Difficulty in seeking 
legal remedies against foreign entities. 

Market/Liquidity - Lower trading volumes making it difficult to buy or sell without impacting price. Different market operating hours and 
procedures adding complexity. 
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P A R T I C I P A N T  E D U C A T I O N  
If the committee approves foreign securities, a robust and targeted educational program is essential. Participants would need clear, accessible information 
covering: the nature of foreign securities; a detailed explanation of specific risks (regulatory, liquidity, etc.); examples of how exchange rates can impact returns, 
reinforcement of key investment principles like diversification, asset allocation, and understanding one's own risk tolerance. As part of their fiduciary duty, the 
Committee should also consider the overall financial literacy, investment experience, and retirement planning needs of the participant base when weighing 
whether to add foreign securities to the SDBA.  
 
R E C O M M E N D A T I O N  
The Fiduciary Consulting Group recommends allowing participants access to invest in foreign securities within the brokerage account. By allowing participants 
access to these securities, the committee increases the plan’s overall competitiveness by offering additional flexibility to sophisticated participants who may 
otherwise look to transition their retirement assets away from the plan after they are separated from service. Furthermore, the risk profile of foreign securities 
does not materially expand the risk profile of the overall SDBA. 



Important Disclosures:  

Investment Advisory: The Fiduciary Consulting Group (“FCG”) is a business unit within Morgan Stanley Institutional Investment Advisors, LLC 
(“MSIIA”).  MSIIA is registered with Securities and Exchange Commission as an investment adviser under the Investment Advisers Act of 1940, as 
amended. Therefore, MSIIA is a fiduciary when providing investment advisory services.   

For retirement plan (“Plan”) clients, MSIIA is an investment advisor and fiduciary retained by the Plan client in relation to the investments in the Plan. 
MSIIA is not retained and does not serve in capacity as an investment advisor or fiduciary to self-directed brokerage investment or to Plan participants.  

Additional information about FCG is also available on the SEC’s website at: www.adviserinfo.sec.gov. 

ERISA/Code: When MSIIA, its affiliates and consultants provide “investment advice” regarding a retirement plan account, MSIIA is a “fiduciary” as 
those terms are defined under the Employee Retirement Income Security Act of 1974, as amended (“ERISA”), and/or the Internal Revenue Code of 1986 
(the “Code”), as applicable. When MSIIA provides investment education or otherwise does not provide “investment advice”, MSIIA will not be 
considered a “fiduciary” under ERISA and/or the Code. 

Intended Audience: The material in this document is intended solely for the use of the persons to whom it has been delivered. The information is 
intended for the client’s internal use only and may not be distributed, in whole or in part, to a client’s Plan  participants or to the public. This report may 
not be posted on any participant or public websites or other social media. 

Sources of Information: The information in this document is provided as part of the services you receive from your FCG consultant, and does not 
supersede or replace your customer account statement provided by your custodian (“Custodial Statement”). Information in this Document may vary 
slightly from the information in your Custodial Statement as a result of differences in accounting procedures, reporting dates, or valuation 
methodologies of certain securities. The information in this Document is as of the date(s) noted and subject to daily market fluctuation. 

Asset balances and plan participant activity included in this Document are provided to FCG by the Plan’s custodian or recordkeeper. Mutual fund 
products or exchange traded funds (together, “Fund”)’s performance and characteristics, asset classes, benchmark indices and market data included 
in this document are provided to FCG by external data sources.  

Accuracy and Changes to Document: This document contains data obtained from sources believed to be reliable, but such data is not guaranteed as 
to its accuracy and does not purport to be complete. Reasonable professional care was exercised in preparing this Document, but FCG cannot 
guarantee the accuracy of the information provided to FCG by external data sources and by the Plan’s custodian or recordkeeper.  

FCG is also under no obligation to update information in this document. Please be advised that any numbers referenced in this Document are subject 
to revision. FCG is not responsible for updating those figures that have changed. FCG accepts no liability for loss arising from the use of the material 
presented in this Document. This document should not be relied on in substitution for the exercise of independent judgment.  

The opinions expressed herein by FCG are not intended to be a forecast of future events, a guarantee of future results or investment advice, and are 
subject to change based on market and other conditions. FCG has no obligation to tell you when those opinions or information may change.  

http://www.adviserinfo.sec.gov/


Differences between FCG and Morgan Stanley affiliates: FCG’s views and opinions contained herein may differ materially from the views and 
opinions of Morgan Stanley affiliates.  

Not Legal/Accounting Advice: The information in this Document is not intended to constitute legal or accounting advice This material is not intended 
as an offer or solicitation for the purchase or sale of any financial instrument. 
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