
Is a Self-Directed IRA the same as a traditional IRA? 

In order to answer that question, we need to start off by defining exactly what a self-directed IRA is and 

what a traditional IRA is. 

The definition giving by Investopedia.com for a traditional IRA is - Individual retirement accounts 

(IRAs) are restricted savings accounts intended to provide a source of income for retirement. 

Contributions to IRAs are made by the individual account owner and, depending on the 

particular type of IRA, by the employer. The funds are held by a financial institution that invests 

them in traditional portfolio options such as stocks and mutual funds. 

The definition giving by Investopedia.com for a self-directed IRA is - With a self-directed IRA, 

which can be either a traditional IRA or Roth IRA, the account owner directs all the investment 

decisions through a custodian and thus has a much greater degree of flexibility in choosing 

investment options. This option may also reduce the fees charged because the custodian isn't 

involved in the investment transactions—only the investor is. 

As you can see there are alot of similarities, matter of fact a traditional IRA can be transferred to a self-

directed IRA custodian. A self-directed IRA may be a little more challenging to set up than a standard 

IRA, but many investors find the flexibility and control, is worth the extra work.  

The main difference and the fact that attracts most investors is flexibility and control in a SDIRA. It is no 

secret that we live in a fast pace information age. Were one headline can send the financial markets into 

a tail spin. Now that the big investor firms are using Algorithmic trading all control for the individual 

investor is gone.  

 Most financial institution and employers offer limited investment options with traditional IRA’s. It is also 

a known fact that some financial institutions have been known, to push their own investments; resulting 

in higher fees to you the client.  The mere fact that the investment options are limited, breaks every rule 

of investing 101 – DEVERSYFACTION!  

With a self-directed IRA, which can be either a traditional IRA or Roth IRA, the account owner directs all 

the investment decisions through a custodian. That means you have full control of what you invest in. 

The custodian just makes it happen and a good one helps avoid prohibited transactions. 

Yes! The IRS has put restrictions on what investors can invest on with a SDIRA.  The Internal Revenue 

Service (IRS) creates the rules for all retirement accounts, and all IRAs are prohibited from certain 

transactions regardless of the specific type of IRA. Account holders cannot take a personal loan against 

their funds or participate in other self-dealing activities, such as business transactions in which they or 

family members are personally involved. 

Within the IRS restrictions, self-directed IRA funds may be used to invest in a diversified portfolio 

beyond traditional stocks and bonds; the owner of a self-directed IRA can invest in partnerships, real 

estate, and the precious metals market. Self-directed IRAs cannot be used to purchase insurance 

instruments or collectibles, however, an account holder can direct the custodian of the self-directed IRA 
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to invest in the silver market but cannot order the purchase of collectible silver coins. [ the IRA FAQs can 

be found @  https://www.irs.gov/retirement-plans/retirement-plans-faqs-regarding-iras-investments] 

I am not writing this report to persuade you in any direction. Although Central Ohio Real Estate 

Investment LLC  does help IRA investors earn above average returns on their SDIRA investments. 

. 

Which is Better a Self-Directed IRA or the Traditional IRA? 

My goal is to give you a better understanding and answer the question “Is a Self-Directed IRA the same 

as a traditional IRA?” I gave the definitions of both in this article.  The real truth to the question above  is 

“it depends”. It depends on the individual investors age, investment experience, goals, needs, wants, 

family – get the picture what is good for me, may or may not be good for you.  

My clients and myself prefer the self-directed IRA for two reasons.  The flexibility – more investment 

options and control – Investor makes investment decisions which allows for greater control or 

diversification on the investments made.     

If you have questions please schedule a 15-minute call to talk with a Investment Realtor. Click Here 

https://www.irs.gov/retirement-plans/retirement-plans-faqs-regarding-iras-investments
https://calendly.com/rlcori/15min



