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COMMUNICATING
THE INVISIBLE

by Bob Veres

Our latest contest illustrates that many advisors can do a MUCH

better job of helping consumers buy planning services.

efore we get too far into this publication, | want to congratulate the
B winners of our marketing materials contest: David Virt, Poteet, Virt

& Associates in Indianapolis, and Jeff Davis, Falcon Financial

Management, in Gainesville, FL. Each wins a complimentary registration
at the FPA Retreat in Colorado Springs, May 13-16 of this year--along, of
course, with the immense international publicity that comes from finishing
at the top of such a prestigious event.

In all, we evaluated 30 entrants. The good news is that our judge, Brigid
O’Connor--former PR director of the ICFP and FPA, now a communica-
tions strategist (and one of the more highly recommended speakers in ou
recent survey)--was able to evaluate how different financial planners are
reaching out to prospective buyers of your services. As | had hoped, hel
evaluation, and our discussion of the materials, led to some groundbreaking
insights into the way financial planners are--and could be--communicating
their value to the investing public.

In fact, it is possible that we have started a dialogue which will lead to

EARLY WARNING

of the marketing brochure contdst® iransformation in the way planning
will be granted registrations, bp- Services are marketed to people who

* The FPA Retreat, May 13-16 incause the expanded conferepcé&"@y notrealize that they need them.

Colorado Springs, is about to fill up,agenda will be, directly and indi-
with 200 of the roughly 250 slotsrectly, about whatthe financial pl

Let's start with our winners, and
_look at what O’Connor found to be

already booked. So if you're inter-ning profession offers to consum-their strongest features. Falcon’s

ested in attending, get your name iers, and how to communicate
before it's too late. You can find thevalue of what you do to the world gt
registration information and sched{arge.
ule at: http://www.fpanet.org/mem-

gbrimary brochure is surprisingly low-
Lt tech--a soft binder with a clear plas-
tic cover which (I checked) you can
Ill also be at the NAPFA na- Puy atalocal drug store for less than

ber/meetings/conferences/Retreational conference in Toronto Apijl WO dollars. Inside, the pages look

index.cfm.

It is interesting that the winnersindex_full.html.

; like they might have been produced

Continued on page 2

21-25; http://www.napfa.org
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Communicating the Invisible
Continued from page 1

The Insider more about what financial planning

on a color inkjet printer--but they aras, how the process works, and what's
attractive enough and well-enougin it for them. They may have asked
designed that O’Connor thinks théor more information through one of

ronment? It looks like those whb overall look and feel is not cheap. the referral programs, or they may
said the estate tax repeal wolld  Her first screen for each of thenave been referred by a current cli-
not be permanent are correct. Ac-brochuresiswhatshe called the “opegnt, butit's a very long leap of faith to
cording to members of two differ} test,” meaning, essentially, would #hink that means they're ready to buy
ent tax committees in Congregs, financial consumer have any reasainto the financial planning process.

there is slow bipartisan suppojt t0 open the cover and look inside. This was one of the three impor-
building for a $7 million unified| Falcon passed this test with an irtant insights of the project: that you,
exemption for couples ($2.3 mi} triguing cover line that made herwanand most other financial planners,
lionindividual), and agraduallowt to find out more: “The Integratedmay be mistaking a casual inquiry
ering of the top rate from 50% tp Wealth Management Process,” andith areadiness to buy your services.
whatever ordinary income tak subhead: “A holistic evolutionaryInstead of sending out a brochure
rates are at the time--or, perhapsstrategic planning program, based ahat simply offers facts about your
(an alternative proposal) all the & conversation about your financialirm, O’Connor thinks that you need

way down to capital gains rated. affairs for the rest of your life.” to start by imagining that your audi-

ow do you plan for estatg
taxes in this chaotic envi

search has finished its analysis
the Schwab Personal Choice in
tiative, and found that thq
company’s credibility--long ar
issue with financial advisors--i

sumers. Insome areas, itseem

kerage firms that the company

Meanwhile, Forrester Re}

eroding among individual cont

be well behind some larger brg- but the firm’s logo.

“Yes, it's a little wordy,” says ence is a person who has heard about

HfO’Connor. “But | wanted to find outthis financial planning thing but is

i- what the process was, and how itotyetconvinced thatshe really wants

\ might affect the rest of my life.” Sheor needs it. Instead of telling this
contrasts this with some of the enperson that you're knowledgeable or

s trants, who failed the "open test" byetter than other planners, you need

simply putting the name of the firmto do something fundamentally dif-

L t@®N the cover--or, in one case, nothinfgrent: communicate what you will

do for that person, or why that person

s My guessis that many readers ahight want to buy your services.

always comparing its superior et
ics with. For example? Whe
asked whether they agree with t
statement:My brokerage make
the rates and fees it charges cr
tal clear,” only 55% of Schwa
customers agreed, vs. 61%forc

tomers of American Express F
nancial Advisors, 63% at A.
Edwards and 64% at Merrill Lync
and Edward Jones. Only 56%
Schwab customers agreed wi
the statementMy brokerage al-

guarantees,tompared with 65%
of AMEX customers, 61% a
Merrill,and 71% at A. G. Edward
and Edward Jones.

- this publication are realizing thatthey, Falcon’s cover included four pic-
or their firm, are giving out companytures: ayoungish happy couple walk-
ebrochures with either the name of thimg through fields; an older couple
company or a logo on the covertogether on the beach, a high-tech
-What, exactly, is wrong with that? computer shot and a picture depict-
The answer, in O’Connor’sview,ing a bunch of disorganized paper.
s-depends on what's going on in th@he pictures, in O’Connor’s view,
- mind of the person who receives thisommunicated the need for financial
| brochure. “If this is a really hotadvice and guidance when you're
prospect, meaning that they knowoung;the promise of retirement; the
f they want to work with a financialfirm’s ability to master the technol-
h planner, and they think you might begy tools that are part of good finan-
the person they want to work withgial planning; and the ability to un-

ways honors its promises arld then yes, they'll open anything youangle the confusion of financial pa-

send them,” she says. But she bperwork. In other words, they im-
lieves that most financial consumerplied (but never stated) what finan-
- haven't decided that they do, for cereial planning offers to the reader of
tain, want to work with a financialthis company literature.

planner; instead, they want to know Open up Falcon’s brochure, and
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you find that the words pass “The Interactive Drafting Ses-is very different; it's a tri-fold bro-
O’Connor’s second test: a focus osion. During this meeting, we willchure with a metallic gold border
the client, rather than the advisor-review differentscenarios. Togethearound every page, with a consistent
what she calls CLIENT-focused, asve will develop a clear vision of yourpicture of a bridge in the background.
opposed to WE-focused. “A lot ofoptions and develop a draft of youThe front cover says (you've prob-
these materials that I've seen oveplan.” ably already guessed the first words)
the years are all WE, WE, WE,” she The various steps are trade‘Bridging the Gap Between Success
says. “WE offer tax planning. WEmarked, so | won't offer all of themand Significance.”
have these credentials. WE are orfere, but O’Connor also likes the fact “It passed my ‘open test’ because
of the leading firms, bla, bla, bla. Aghat the consumer is being showmy first thought, as a consumer, is,
the consumer, | want the focus to belearly, the process that she’s goingmmm; how do you do that?” says
on ME, not on the planner or thdo be taken through. “Financial plan©'Connor. “I'm successful and, yes,
planning firm. | understand that aning is kind of a mystery to people,1 want to be significant. Let me open
sales piece must speak about the sshe says. “Some of the other brat and find out what they mean.”
vice provider, but | think it ought tochures say, basically, we offer tax Inside, the focus is, once again,
do that within the context of ‘what'planning, and retirement planningon THEM (clients) rather than WE
in it for the client.” and estate planning--but they don'tour firm):

In Falcon’s case, the text of théellyouwhatthatentails very clearly.  “Financial planning is really
brochure outlines the procedure th&ight up-front, Falcon's materials telabout who you are.”
the advisor and client will go throughyou the six steps you'll go through,  “Planning for your future.”
together. Notice the “you/client”andthatyou are goingto be fine atthe “Our mission is to help you real-
focus in the steps that it describes:end. To me,” she adds, “it say#e your goals.”

“The Unique Discovery Experi- they're going to do the work and  “Your financial plan should be
ence. Atthis state, we'll review yourextract the information from me. Ifbased on what you truly want to do
data and identify your goals and obwe follow these steps, and get mwith your life, and who you really

jectives.” financial affairs cleaned up, then thigsvant to become.”
will probably be painless.” There is an insert that talks about
Inside The brochure also wins pointghe firm, but once again, it is twisted

is published as often gs for offering the company’s core valfrom an ego piece to a declaration of

we can get the dern thing out the doorfby e (“The client is always right.”how the firm helps the people who

Robert N. Veres. Firstclass postage fdaid, . " . .. )

in Mars Hill NC Appreciate everyone.” “Communi-walk in its doors:

©2004, Robert N. Veres. All rights afe cate effectivgly.” etc.). 'And it is  “Integrity: We understand the

reserved.Inside Informatiormay notbe] more effective for being whattrustand confidence thatyou are plac-

reproduced in whole or in part, and pgr- O’Connor calls ‘high touch,” mean-ing in us, and we promise to live up to

ticularly not without the use of medieVRl jg that you have to interact with itthat through personal and profes-

scribes, without the permission of the . . S . . "
run your fingers through it--which issional integrity, honesty and candor.

publisher, who is certainly approachalple . ) oI
on the subject and has proved to be] aP€coming an important and trendy “Objectivity: You can be assured

easy mark in the past. issue a in today's marketing circleshat we will approach your financial
The mechanical details are not sup@eeds and investment opportunities

Editorial offices: rior, but they’re fine, O'Connor sayswith objectivity, placing your best

P.O. Box 820 The typeface is readable and the pitterests first.”

Mars Hill, NC 28754. tures on the front cover are used |found it interesting that the two
Phone: (828) 645-1362 inside the brochure, so there is goaginners were not the most attractive

E-Mail: bob@bobveres.com consistency of message and appedrochures that O’Connor reviewed;
POSTMASTER: Send addresfp ance. if we had subdivided the contest and
changes to the above address. The other winning materials, subgiven out awards for an attractive-

mitted by Poteet, Virt & Associates, Continued on page 4
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Trendspotter
Will anything really changg

in the fund industry?
The quick answer is: Yes, b
slowly. The SEC is already r
quiring funds to post a summa
of their 50 largest holdings on
quarterly basis (previous rulg

Communicating the Invisible

Continued from page 3 . .
bad Grodman Financial Group, whose

ness category, then the winners woularincipal, Brian Grodman, works in

have been the brochures that welManchester, NH. “One heading--'A
t designed, for different advisors, byProfile of Our Successes’--is too plan-
- Peter Montoya's organization. Theseer-focused,” she says. “But it goes
y included materials from Mike on to offer several mini-case-studies
a Harvey, in Winfield, KS that fea-that profile the firm’s clients: how
s tures, as a primary theme, whedhe firm helped the young family, the

forced this disclosure twice f fields; Todd Washburn in Durhamnewly-retired, and other people who
year)--with a 60-day lag. Thip NC (“Used a consistent color palettenight have situations similar to pro-
may lead to more disclosure doyn and the text was about the cliengpective clients.”
the road, as some funds have bg¢emsing “you” and “your” right out of Others did a nice job of maintain-
offering the same informatioh thegate,”says O'Connor);and Davithg the “you/client” focus in their
monthly with no noticeable negg- Stone (“Good tagline: Your Com-text. Deborah Abel, who practices in
tive effects. Also: fund prospeg¢- panion on the Financial Journey”) irMenlo Park, CA, has a simple, prob-
tuses must now list their expengesPinkerington, OH. ably desktop-published brochure, and
indollartermsona$1,000inveqdt-  With these and other materialsthe cover says, straightforwardly (and
ment, and percentage terms baged’Connor found the eye-candy quoyou-focusedly) “Helping people
on a hypothetical 5% yearly r¢- tient high--and she thinks this is immake wise decisions about their
turn. A bill introduced in thd portanttohelp consumers cutthrougimoney and their lives.” Inside, the
Senate would require funds to ds- the clutter. But while some were orsubheadings are:
close transaction costs as wel--target in terms of content too, others Your future is too important to
and also tell investors how, ajd were not. And content--the actualeave to chance.
how much, portfolio managers afe message--is the mostimportantthing It is possible to simplify your
paid. to getright, in her view. “Sometimedinances.

On the horizon? The SEC |s advisors are taken though the pro- Couldyouuse some personal help
now looking at ending directefl cess by somebody who is conversaright now?
brokerage arrangements altp-inthe visual area, but not necessarily “Itis very much about the reader/
gether, and new disclosure rulpsin the other areas that are importantgrospective client, and notabout her,”
which would allow fund investor she says. “With some of the brosays O’Connor. “She does have abio
to see how much they pay in brp- chures, the story was: good logagn the back, and she has the list of alll
kerage commissions. Further ojit,good pictures, good colors, no meghose services that everybody pro-
SEC officials are wonderin§ sage. A lot of people think brandingides: cash flow analysis, investment
whether the world would be p isthelogo. A good graphic designeanalysis, insurance analysis. But all
better place if 12(b)-1 fees wefe knows it is the logo, the font, thethat stuff is on the back cover--ap-
eliminated altogether, on the color palette, and the visual stylepropriately behind the important
theory that they were originally But the top professionals know it isnessages that are centered on the
permitted in order to help funds about all that, and messaging also. ¢tient.”
achieve greater economies pfmay be beautiful. Butif’'mnotinter-  The fact that only a few of the
scale, which would lead to lowgr estedinopeningit, orreading throughrochures maintained this “you fo-
expenses passed on to fund shareit, then ultimately it is not going tocus” was somewhat disturbing. This
holders. The evidence now is tifataccomplish what you want it to.” was, readers may recall, the topic of
the additional assets detract frqm  Nor were the two winners thearecent column in Investment Advi-
fund performance, and there(1is very best in terms of messagingsor by Andy Gluck, whose Advisor
little evidence of reduced cosfs Perhaps the most creative--and moBroducts firm also provides market-
due to larger portfolios. useful--messaging came from thég services to financial planners.
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Gluck found that financial planningthe year. advantage of opportunities? To have
web sites are often filled with ‘WE-  2) Financial planners are notmoney when | need it?”
focused’ text that may be doing morever, communicating the benefits of The truth is, | don’t think any of
harm than good. As O’Connor wasinancial planning to their prospectsus knows exactly how to articulate
talking about this issue in discussingn fact (this is the really astoundinghis benefit--yet. It may be a moving
her finalists, she referenced the copart), they may not yet have ARiarget, different now than it was in
umn, which suggests to her that thEICULATED those benefits clearlythe recent past. But if we can figure
planning profession is still in its bareo themselves, or have come to i out, then the planning profession
infancy in terms of understandingprofession-wide consensus on whatan take a truly enormous step for-
how to market ts relatively new (histhey are. ward in marketing effectiveness--and,
torically) service. “Speaking about “The most basic advice in theperhaps, in acceptance by the public
the client, instead of yourself, shoulanarketing arena,” says O’Connoras well.
be a foundational given,” she saysis to talk about benefits, not fea- In fact, as a byproduct of this
“Clarifying what financial planning tures.” The winning materials in thidittle contest, we may have identified
is, that should be in all of these.” contest, she said, made the leap frowhy, exactly, advertising has never
This led to other insights whichtalking about themselves to talkingvorked in the planning profession.
are extremely important to the planabout clients and the firm's featured)ntil the planning profession has
ning profession--and which are literbut none of them made the leap all thédefined its deliverable, we probably
ally never talked about; perhaps navay to benefits. won't be able to use traditional mar-
even acknowledged: What ARE the benefits of work-keting tools with the effectiveness
1) What financial planners areing with a financial planner? Wherthat is currently enjoyed by virtually
utterly familiar with, the potential you buy hand cream, you don't see avery other industry and profession.
client or prospect is often cluelesadvertisement that focuswes on the Meanwhile, my sense isthatmany
about. The brochure says that thegredients; the benefit is smootheof you could GREATLY improve
planning firm offers retirement plan-skin. When you buy a car, the athe way you market yourself if you
ning, estate planning, tax planning-doesn't focus on the size of the engirtake a few minutes to recognize the
as if the client already knows whabr the steering system exceptin pas#sights that this little contest of-
they are and what kind of processeag; it shows people enjoying a mordered: that the person reading your
they entail. This is too big an aspleasurable driving experiencebrochure may notbe convinced he or
sumption. When you hire a financial plannershe needs financial planning services;
“If I am intelligent, | know that what benefit is being offered? that you need to demystify the plan-
the goal of retirementplanningisthat “It's tough,” says “O’Connor, ning process, that you need to direct
| am supposed to have money ttbecause you can’t guarantee a beyour message to that person, rather
retire,” says O’Connor. “But youter life or a better investment returnthan focusing on yourself and your
have to figure that out for yourself‘Peace of mind? Financial safety®wn credentials and accomplish-
Nobody is saying thatto me.” One of m not sure anybody has really talkeanents.
the goals of every marketing piecéhrough what the tangible benefit is Ifyou dothose small, basic things
should be to reduce, in some way, thfer somebody to work with a finan-over the course of the next year, and
intimidation factor; to help the clientcial planner, and how to communiparticipate in the greater dialogue
understand what they will be goingate it.” about what financial planning's de-
through. “I think you can talk about theliverable is, then you'll be among the
This leads to the other, evenfactthat money is scary, that the lactew planners in the profession who
more-important insight, which will of it or having it are both scary andare able to communicate effectively
be the subject of the next e-columgomplicated,” O’Connor adds. “Isto the public--an unfair advantage
we send out, and hopefully generatinancial planning supposed to helphat is exactly what this newsletter
one of the most important debates ahe overcome those fears? To takeopes to provide
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QUOTABLES

“As the name-calling escalates
between commission and fee
planners, each side focuses

mostly on the scoundrels--
rather than the professionals--
on the other side.”
Mike Billingslea, Westminster, MDJ

“Honesty, ethics, and honor
of the individual planner--
these are the things that can
never be trained. They are
the wind that will forever
make the strong stronger, and
the weak topple. How many
of our recent scandals would
have not happened if these ol
fashioned values were the
basis for making decisions

and forming policies?”
Stephen C. Brody,Greenville, NC

“With the birth of new products

like Morningstar's new asset

allocation program--where the
select the funds, charge a

through the broker/dealer--thg
distinction between fee-only
and fee-based planners is nof
as wide as the fee-only planneys
would hope, and it will get

smaller.”
Stephen Hyde Wilmington, DE

“Successful advisors see the

tant as the practice side, and
they are turned off by the idea
that they should be on a “mis-
sion.” At the end of the day, it
should be enough to offer a
quality service for fair compen;
sation, fully disclosed, and to

earn a profit in so doing.”
Jim King, Walnut Creek, CA

percentage of assets and past it

business side as just as impoff last 15 years.

]
QUADRANT
MIGRATION

If Paul Gire is right, it's time to reevaluate everything
we thought we knew about managing client portfolios.

Investing

by Bob Veres The orphan stepchild of the ma-

few years back, Rogertrix has been Quadrant Ill, which

A Gibson offered a very LynnHopewell, in one of hismodern

simple matrix to help advi- portfolio theory presentations, once
sors determine what they believealled “the cold, dark place where
about investing. The matrix wasmarket timers live.” But in the last
divided into four quadrants, and itcouple of years, partially as a result
looked a little bit like the chart at theof the bear market, there have been
top of the next page. Quadrant oneguiet discussions among advisors
-where you believe in the ability toabout taking a second look at this
beat the market through stock selecold, dark quadrant. A few promi-
tion, and where you also believe thatent investment theorists (Bill
you (or a well-plugged-in profes-Jahnke, Robert Arnott) have openly
sional) can navigate profitably besuggested that we consider home-
tween asset classes--tends to be whesteading in this space. No, they aren’t
less sophisticated consumers residadvocating market timing (however
Quadrant two, where you believe iryou define it). Instead, they argue
stock selection but not in your abilitythat it’s better to make educated fore-
to shift profitably between assetcasts about asset class returns than to
classes, is the belief system territorgefault to a buy-and-hold orientation
where most fund managers liveno matter what market or economic
Quadrant four, where you basicallyconditions prevail.
don’tthink anybody can add predict- Among practicing financial plan-
able value through either means, hasers, nobody has thought more deeply
been the dominant orthodoxy in thebout our aversion to Quadrant Il
planning profession for at least thehan Paul Gire, of Strategic Advisory
It is where GibsorServices in Orinda, CA. Over the
himself resides, and his presentationsast two years, he has been making
(I saw him again in Charleston laspresentations to planners in the San
month) make an excellent case foFrancisco and Sacramento areas on
adding value in Quadrant IV by in-what we’ve learned from the bull
vesting in non-correlated assemmarket, and from the bear market,
classes. The resultant smoothing @nd how that information might be
performance, over many years, leadspplied to portfolio construction go-
to more actual dollars in the client’sng forward. I tell them, hey, I'm
pocket. one of you guys, and have been man-
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Dynamic Asset allocation: Yes Dynamic Asset allocation: No

Can you add value through stock Can you add value through stogk

selection? Yes. @ selection? Yes. @
Asset Class

Selection: Yes Can you add value througll Can you add value throug
overweighting or underweightingl overweighting or underweighting
asset classes depending on their reja- asset classes depending on their re
tive valuation? Yes. tive valuation? No.

=

a_

Can you add value through stock Can you add value through stodk

selection? No. @ selection? No. @
Asset Class

Selection: No Can you add value throughl Can you add value through
overweighting or underweighting] overweighting or underweighting
asset classes depending on their refa- asset classes depending on their re
tive valuation? Yes. tive valuation? No.

a_

aging client money for more than 20narkets that all societies seem tmughly one every decade for the last
years,” he says. “And | now believeexperience periodically. “It has beeffiour decades. And here’s the inter-
that most of what we learned in thgood for the profession,” Gire ad-esting thing: When we start talking
80s and 90s about money managatits, “but it does not give us theabout manias, we have implicitly
ment--passive asset allocation--ishole picture. It misses two primaryagreed that there is some psychology
incomplete.” He suggests that théhings: valuation and human psyin the markets, and that passive in-
lessons learned from the bull markethology.” vesting is not the whole story.”
-buy and hold, buy on the dips, over- The two are, of course, related, So what about valuations today?
weight equities because they inevitaaowhere more tightly than when th&ire believes that the U.S. market
bly deliver the best long-term reimarket enters into what Gire calldias undergone some potentially
turns--are terrific strategies for peri*manias.” The most recent mania, ofreacherous shifts in its underlying
ods whenthe bullis raging. But whatourse, led to the bursting of the tectlynamics. Atpresentvaluations, itis
happens if we enter a sustained pbubble here in the U.S. Before thatard for people like Jahnke, Arnott
riod where stocks underperform-there were the weird overvaluationand even Jeremy Siegel to see how
like, say, the 1970s in the U.S., or thim Japanese equities, preceded by ttiee market as a whole is going to
1990s in Japan? real estate mania, and the Nifty Fiftyleliver double-digit returns over the
In fact, Gire gives the buy-and-mania--going all the way back to thanext 10-20 years. At the same time,
hold approach, which he calls “pasdays when Dutchinvestors were tradhe S&P 500 has experienced a dra-
sive investing” (not to be confusedng expensive houses for particularlynatic increase in volatility. Gire
with indexing, which he favors) apromising tulip bulbs. points out that there have been seven
report card. It gets an A in bull In each case, the investing herthpid swings of 20% or more over the
market performance, an Finits atterwas cruelly punished, and the wholiast 24 months, compared with ex-
tion to fundamental values, an Finitdebacle was very clear in hindsightactly one in the ten years from 1990
attention to investor psychology, andif you look back, you quickly seeto 2000. “Basically, the evidence
anywhere from a D to an F in protecthat manias are actually fairly comsuggeststhatwe’re in the early stages
tion against the kinds of secular beanon events,” says Gire. “We’ve had Continued on page 8
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Quadrant Migration term trend. On one graph, the U.Sled the tech boom: investors who
Continued from page 7 market has been bouncing arounare late to the game decide they want
of another secular bear market ibetween the two bands since the late get in on the next engine of growth
U.S. equities,” he says. “If that as1800s, occasionally popping outsidat any price, and in the ensuing col-
sessmentis correct, you'll see a lot ain the top or the bottom, and alwaykpse they learn to their sorrow (and
cyclical rallies that last about 24very quickly correcting back towardfinancial detriment) that price always
months and go up 50%, and then the center. What is interesting fomatters.
rolls over and declines again. If yododay's investor is that the S&P 500 | think it's important to stop here
look at the Japanese market for thie now two standard deviations abovand distinguish what Gire is talking
last 15 years,” he adds, “that could bne long-term trend, which suggestabout from market timing. Gire is
a road map of what U.S. stocks ar Gire that there is a 95% probabilityalking, first and foremost, about in-
goingto look like. Oryou could lookthat U.S. stocks will--sooner rathewesting more broadly than most ad-
atthe 1970s, which was the last secthan later--move back into bear marvisors are yet comfortable with. In-
lar bear market here in the U.S.” ket mode. stead of focusing exclusively on U.S.
Gire is not suggesting that you Now forthe truly interesting part.equities, he believes advisors should
put your money in a mattress ané similar graph of Japanese stockise willing to commit a significant
then hide there yourself for the nexbffers exactly the opposite profile;amount of their client assets to non-
20 years, although some who hawou see the same bouncing back amditional assets that are priced more
attended his presentations have ifierth, but at this moment, the Nikkeiattractively than the narrow band of
terpreted it as gloom and doom. Inis trading just outside the bottom ofJ.S. stock and bond investments that
stead, he would like to see a profeshe two-standard-deviation linemost current advisor portfolios are
sion-wide debate on whether advitooking at fundamentals, Gire beconfined to. Today, you can find
sors should be migrating from Quadlieves that Japan currently representsose valuations in commodities--
rant IV to Quadrant Ill, and how thatan indirect way to investin the growthwhich are already seeing prices driven
should be accomplished. The all-orefthe Chinese economy--which, Gireip by the Asian boom--and Japanese
nothing, totally-in-or-totally out of says, is at the same place, econonand (when they become more widely
stocks approach is not palatable arally, as the U.S. was in the 1800svailable) Chinese equities. Gire him-
intellectually justifiable, butthere are‘Over the next 20-50 years, they arself still holds U.S. stocks and he
other regions within Quadrant Iligoing to be creating wealth on @elieves in the value of diversifica-
which are harder to ignore. Giranassive scale,” he says. tion--which Gibson has done such a
thinks there are opportunitiesinthose Interestingly, Chinais also Gire’sgood job of demonstrating.
cyclicalrallies, if you can get a handléeading candidate to become the next And secondly, Gire is talking
on when the investor psychology hasvestment mania, as other investoigout identifying investment oppor-
turned (more on that in a minute)decide to jump onboard the economitnities based on current prices and
But a bigger opportunity comes ifgrowth train, and as more direct inbroad forecasts of future economic
you look at the global markets andestment opportunities open up itrends--which is similar to what
spot the next mania-in-the-making.the world’s largest market. Over aahnke has advocated. That means
“Right now, I think it makes sensel0-20 year period, he says, we wijou never just buy and hold any-
to look at equities in other marketsvatch valuations move from verything; you are constantly evaluating
that are cheap, which at this poinbw to excessively high, and anyeveryinvestmentbased onits current
boils down to Asia, and Japan irbody who wants to ride that mania upaluations. When somebody offers
particular,” he says. As evidenceto the point where the valuationgou a house for a tulip bulb, then it's
Gire offers some contrasting graphkok reasonable will generate attradime to liquidate your position and
on the long-term trend of the U.Stive returns, even if the U.S. marketeposition your portfolio into assets
and Japanese markets. On each, isexperiencing along-term doldrumsthat are less dearly priced and have
draws bands that are two standardfter that, watch out. Gire thinks wemore economic growth potential.
deviations above and below the longzould see the same situation that fu- There may be another histo..cal
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trend going on here as well. If you
look at the history of the planning
profession, you discover that advi-
sors are usually one or two steps
ahead of the consumer in terms of
their knowledge of portfolio design
and market dynamics. Butitisn't a
constant lead; the process goes on in
fits and starts: the consumer catches
up to the idea of diversification and
the investment pyramid, and then
advisors learn modern portfolio
theory and move ahead. We are now
at another of those moments when
the consumer has caught up, when it
is possible to find well-diversified
portfolios on the efficient frontier,
implemented with passive funds, on
a variety of consumer web sites. If
history is any guide, the professionis
about to learn something importanturrent markets are going to provideisk comes from both directions,” he
that consumers will have to spend sia LOT of information about Quad-says. “In a low-return environment,
years catching up on. rant Ill, and he thinks that even ifthe bottom line is liable to be, if you
For Gire, learning how to incor-they don't relocate their Quadrantose money, you are going to lose
porate valuations, investor psycholloyalties, planners should get on thislients. But beyond that, the only
ogy and top-down macro-forecastsisew learning curve, and begin tgeally important question is: what is
a work-in-progress. His own clientdebate things that were once offthe bestthing | can do for my clients?
portfolios offer a study in what mightlimits in the professional dialogue Even if I lose them, | have to do what
be described as fitful success: upheycandip theirtoesinthe water dr believe is the best thing for their
18% in 2000, up 4% in 2001 andlecide to swim. long term welfare.”
2002, down 7% last year when the Part of this debate will be about Andsowe may be entering anera
marketwas in arally. “If you take allwhat has been described as the busihen, suddenly, there is no clear
the years combined, we did a greatess risk of being too far from marketonsensus about things we thought
job of getting our clients through thgperformance: the idea that mirroringve knew. “Once you allow that
worst bear market since the 1930srharket performance is a safe harboactive management can add some
says Gire. “But,” he admits, “it wasthat clients are less likely to leave ifalue, then | think you get a con-
not a consistent, make-money-everyhey are getting performance that ishuum,” says Gire, “ranging from
year kind of performance.” similar to what the market is doing tahose who are completely passive to
And that, of course, is the biggestheir friends in neighbors. Gire thinkghose who are completely active. |
problem with staking out your claimthat this argument is an artifact of theon’t know where the sweet spot is
somewhere in Quadrant Ill: we stillong bull market, where the questioon that spectrum,” he confesses. ‘I
don’t know a lot about it. The longwas notwhether people were makindon’t think we will have the answer
bull market was an ideal time tamoney, buthow much. And he pointsintil the end of the secular bear mar-
explore and learn about Quadrant \ut that even in the best of timeket. We're still developing our
and Gire says that shifting assetadvisors were losing clients becaudgenowledge about how to invest, and
around doesn’t work very well in athey were not aggressive enougthere are a lot of discoveries that will
sustained bull market anyway. Theuring the tech mania. “Busines®e made in the next 10-20 yeass.”
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_ Client Services - What is the most important thing for

you to experience on a regular basis?
T H E P OWE R When you d_iscove_r what that is,
Duncan tells his audiences, every-
thing else--decisions, motivations,
O F P U R P OS E goals--become clearer and more
achievable. Whenyou discover what
purpose is, it becomes your main-
spring, and you begin to order your
life in a different way.
The opposite is also true. If you
meeting than a chapter luncheon. Biity to make changes without having
Q s many of you know, we're his books (“Life By Design,” “Clos- them linked to an overarching pur-

Here’s a motivational speaker who offers more than
just a temporary charge of excitement.

by Bob Veres

in the process of compilinging the Gap,” “Killing the Sale,” pose, Duncan maintains, then those

a list of speakers recom-‘Wealth Strategies” and “The Powerhanges are either hard orimpossible
mended by readers of Inside Inforto be Your Best”) and materials alsdo sustain. “If you don’'tknow what'’s
mation, people who they have seenave a lot to say about personamnportant to you in your life, if you
and enjoyed and--most importantlygrowth, and how (and where) to finddlon’'t know the why behind your
-learned something important fromthe motivation to permanently changefforts,” he says, “then you will give
The list, as you can imagine, habehavior. In fact, his perspectivaip prematurely in almost every en-
turned up alot of recognizable namesnight be valuable to any advisor whaleavor that you seek to accomplish
some of the leading vote-getters inwants to help clients overcome theiin your life and in your business.”
cluded Dave Drucker and Joepersonal hurdles, or who wants to Take, for example, savings hab-
Bruckenstein, Tracy Beckes, Ed Slotffer a more personal version of thés. Your clients know they should
and Mark Tibergien. financial planning service. spend less than they make, and get

ahead financially. At your prompt-

I ———————————————————————— (), they start to pay down their credit

If , . t platf d if it | cards. But if they can't link that
a person’s success IS nNot plattormed on purpose, ITItIs activity to some highly-personal pur-

simply platformed on action, then there will be a point in pose, something that is truly impor-

time where he or she stagnates. tantto them, they'll revert back to the
behavior that got them in trouble in
the first place.

But the process has also turned The key concept here is what Duncan puts it a little bit differ-
up some people you may not havBuncan calls “on-purpose living.”ently: If a person’s success is not
heard of, whose presentations are dffuncan believes that all of us, if weplatformed on purpose, ifitis simply
the beaten path in our professiorwantto make positive changes in oylatformed on action, then there will
One speaker, recommended by Ddives, need to identify what might beébe a point in time where he or she
James of the Kiplinger Group incalled “the point” of our existence,stagnates. “To discover one’s pur-
Strongsville, Ohio, is Todd Duncanthe thing that is most important to ugpose is the motive for endeavoring,”
of The Duncan Group in Duluth, GAOnce we have that, everything elske says. *“If you don’t know the
(www.theduncangroup.com). To-can be organized around it. motive, and if you don’t know your
day, Duncan mostly focuses on help- You find your purpose by askingpurpose, then endeavor is more of a
ing sales professionals in the mortyourself some deep questions. Whatill-power issue than it is a natural
gage business, and his price ($20,008) the one thing that you want tamotivation issue.”
is more suited to a broker-dealepresentitselfin all of your activities?  So where do you start? Duncan
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invites people to start by doing a
simple self-assessment. Are you (is
your client) living life on-purpose or , )\ Il l ”
off-purpose? Are you living life in
tentionally or accidentally? Are yc
simply hoping for a different reality
Or are you expecting to experienc
different reality based on a thoug
through strategy and a plan?
“Ifyou are not experiencing gre

levels of personal significance, if you - = ~ -
are not succeeding the way that yOU\&tS°
want to succeed,” he says, “then you /
needto reorder how you are approach-
ing your life, how you are approach-
ing your business.”
Reorder how? Once you have
your purpose, you need to define a
goal. This, Duncan says, is very
difficult for most people; it means (@oﬁuu,u/vk——~ &
they have to stop their lives long
enough to decide what they want
their future life to look like. He
offers a terrific quote from a col-
league: that people spend more time
planning Christmas and holidays thawith your old nonsense. This day islefine howto make your life as nearly
they do planning their life. all that is good and fair. Itis too deaperfectas possible, thenyou’ve linked
As you go through the planningwith hopes and invitations to waste a source of virtually unlimited moti-
process, it is also important to givenoment on the yesterdays.” vation with a goal that leads in the
up on the idea that your future life is He also quotes Henry Daviddirection of happiness and fulfill-
somehow burdened by the past. NGhoreau: “If man advances confiment.
you can’t change the past, he saydently in the direction of his dreams, Duncan’s personal growth con-
but you can make a decision today tand he endeavors to live the life thatepts bring with them a set of ambi-
start to create a brand new ending tee has imagined, he will meet withious objectives that few in the audi-
your personal story. Duncan offers auccess unexpected in commoeance will have achieved. For the rest
terrific quote from Ralph Waldohours. New and more liberal law®f your life you will never ever ac-
Emerson: “One of the keys to totawill dwell within him, and he will complish things accidentally again.
success and significance is to forgdive with the licenses of a higherYou will never have to worry about
the yesterdays.” Later, Emerson sayerder of being.” where your motivation is coming
“Finish every day and be done with  The point is that if you find thefrom. Duncan cautions that this is
it. You've done what you could.mainspring of your personal motivanot a quick fix; discovering your
Some blunders and absurdities niwon, you will have found the key topurpose and planning your future
doubt creptin. Forgetthem as fast aacomplishing more than you evecannot be accomplished in an hour or
you can. Tomorrow is a new daydreamed possible. And if you them day. But what would be more
Begin it well, and serenely, and withtake the time to identify the directionmportant for you--or your clients--
too high a spirit to be encumberegou wantto startaccomplishingin, tdo spend your time on
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_ The Profession - County to selling life insurance as a
retirement plan?

Assumption 3 Larger firms can

F UTU R E’ I NVE RTE D respond to changing market condi-

tions more rapidly than smaller firms.

The Hurley Report offers a lot of
cussion relating to superior econo-
mies of scale and the ability to build
dominate the retail marketplace. legacy in-house software solutions.
ou probably noticed that Un-  In retrospect, this sober predicit seemstoassume adegree of nimble-
discovered Managers--thdion seems laughable. Short-termess that none of the rest of us are
Mark Hurley organization--has beerprofits may not always be more imable to perceive in firms that have
purchased by J.P. Morgan Fleminggortant than market share in corpdaeen routinely derided as dinosaurs.
and that J.P. Morgan has, with theate board rooms, but there seemées, there are some excellent plan-
purchase, been namedthe investmdiitle inclination among the largerners at each of these firms, and the
advisor for Undiscovered Managersfinancial services firms to, as Hurleyery first thing they complain about
Behavioral Growth Fund, Behavioratepeatedly said in his speeches, takethe legacy software they are stuck
Value Fund, REIT Fund and the SmaBhort-term losses in order to screw upith when off-the-shelf solutions are
Cap Growth Fund. the pricing structure. Turn the asevolving much more rapidly. They
This reminded me that it has beesumption around and you get a moreomplain about fossilized sales staff-
more than four years now since theealistic picture: short-term profitsers in their offices, about planning
organization released its Future ahatter, and those larger firms have tinitiatives that are stalled because the
the Financial Advisory Business, Partover much higher built-in fixed costdranch manager is still paid based on
I, which stated, forthrightly, “We thanthe average financial planner. Bales quotas, and everywhere an in-
believe that the financial advisoryyou look at the direction Schwab andbility to see past the quarterly num-
business will evolve in a similar fashMerrill are moving, the trend is to-bers to the less-important well being
ion to the institutional money man-ward higher, firmer prices, whichof the customer.
agement business. From the fragould actually makeiteasiertocharge Turn the assumption around and
mented ranks of the industry, a smadl fair price for services in the futureyou get a clearer picture of what
group of 40 to 50 organizations will ~ Assumption 2 The public will actually happened. Ifyouwantto see
emerge as dominant competitors.be unable to distinguish between serapid response to changing condi-
Crafting comprehensive solutions fovice providers who have conflicts ofions, look at the independent plan-
clients will become the critical func-interest and those who do not. ning profession, which has consis-
tion for all personal financial ser- The Hurley Report came out twdently transitioned to more consumer-
vices companies such as brokeragesars before the research analyst scdneused business models well ahead
accounting firms, trust banks, finandals on Wall Street made those corf its rivals.
cial planning organizations and inflicts of interest--really atthe beating Turning those assumptions
surance companies.” heart of the Member Firm businesaround 180 degrees may offer a bet-
Four years later, it is fair to askmodel--visible to all. You could, ofter picture of the future as well:
how did these predictions fall so horeourse, call this bad luck; who coulgmaller firms competing favorably
ribly off the mark? The answerhave foreseen that these distinctiongith the larger firms, and consumers
perhaps, lies with several built-inwould suddenly become so clear@re increasingly figuring out that
assumptions that, when correctedutif you turnthe assumption aroundywhen a retail broker calls, there is a
offer a different view of the future. the statement makes more sensgood chance he or she has a sales
Assumption 1 Large financial When has Wall Street ever been fremgenda. Fragmentation may not be a
services firms would be willing toof highly-publicized scandals, rangstrength, but it is a better framework
forego profits while they sought tang from derivatives and Orangdo respond with than bureaucramy.
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- THE PRACTITIONER FORUM -

A COMPENDIUM OF THOUGHTS, IDEAS AND
PRACTICE ISSUES FROM AROUND THE PROFESSION.

Tough Questions

hen a group of us (Bob Veres, Bob Clark, Margie honest, forthright answers.

Welder) began working with Morningstar on its  The following is a list of questions that have been
Advisor web site, one of the red flags that suggested thaggested by advisors over the years. Is there anything
the relationship wouldn’t work out as we expected campeu would add to the list?
when we proposed that Morningstar create a standard-
ized due diligence questionnaire, a kind of financial HYPOTHETICAL FUND RFP FOR ADVISORS

planning request for proposals (RFP) that each fund 1. Whatis the fund’s general investment philosophy?

company would fill out once and make available at the : .
) ; re there any unique elements in your approach?
booth and/or its web site, so that everybody could have : o .
2. Since the fund’s inception, has there been any

the answers to some of the deeper due diligence q%ﬁséfnge in the overall philosophy or approach?

tions that professionals like to know before they inves 3. Please define the universe of stocks, including the

client money. size, characteristics, and foreign securities, used by your
In the aftermath of the mutual fund scandals, thr'nsutlljal fund ' ? , 7

deeper-probing questlonnalre looks truly preSf:lent. 4. How is the universe of stocks constructed?
Unfortunately, the executive team at Morningstar’s ad- . : : .
5. How many issues are typically in your portfolio?

visor division wasn’t thrilled with the idea of this quali: o . . : .
: . e hat criteria are used in selecting the issues for invest-

tative evaluation process, and couldn’t figure out how | o

Ing? Specifically, what do you look for?

added to their bottom line. So they decided that instea 6. Whatis your target market capitalization and what

f using their cl he fun mpani fill
of using their clout to get the fund companies to Ostthe current market capitalization? What percentage of

the form, they would instead offer funds a chance to S B
: : ‘, - portfolio is in the target market capitalization?
to have their answers posted in the “Due Diligence .
7. Do you expect these allocations to change?

nter” on its w i handy w mark . .
Center” on its web site, as a handy way to market to 8. Are their any secondary investment approaches

advisors. sed (i.e. technical analysis)?
And, since the funds wouldn’t be highly-motivateH " ysis)e ,
9. Does your fund rely heavily on economic fore-

to pay for the privilege of answering tough questions
Morningstar cut back the questionnaire from roughl sts?
g g gnly 10. What is the fund’s selling philosophy?

detailed questions in five different categories to four : e :
. 11. Using a specific investment, describe to us your
softball questions that can be answered by the cheeéfL{l

people in their marketing department. (You can ﬁﬁ ire investment process, from the idea’s inception all

these four questions answered for a sample fund at: h ¢, way though until liquidation of the specific security.

: . é/ase include an investment that was implemented but
/ladvisor.morningstar.com/ddc
IndvFundQuestions.asp?selfundid=CHTA

yas not successful.
&location=Investment+Philosophy&familyid=224) . . 12..What has been the portfolio turnover and where
: L . iS_jt going to be trending over the next three (3) years?
But, despite this discouraging setback, the dream™ L2 0
: o . 13. How tax efficient is your fund? Do tax implica-
a consolidated RFP isn't dead. The goalis to allow each : . :
Qns affect your investment decisions? What is the

fund to answer these questions in one format, instea# of |, :
und’s effective tax turnover?

in a thousand different ways in response to many differ- 14. Does the fund have any tax-loss carry forwards

entadvisors--and therefore pe al_JIe tojustify the time %Hgt can be used to offset future gains? If so, how much
effort as a matter of consolidation. Instead of asking

them to pay for the privilege, all we would ask in return Continued on page 14
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Practitioner Forum

Continued from page 13 in and out of the fund?

in dollar amount or percentage of the funds NAV? 35. What steps are in place to deter late trading, or
15. What is the average holding period for the fund@ying mutual fund shares after the market close at that
16. How much money does this firm manage? Halay’s closing price; and timing which involves taking

much is in equities? Are there any other businesadsantage of market-moving events after the close of the

involved with the firm? market?
17. What s the size of your research staff? Whatrole 36. Does the fund company give preferential treat-
do they play in the research process? ment to hedge funds, allowing them the buy or sell fund
18. What are some criteria for becoming a membesh#res at prices not available to the public?
the research staff? 37. What percentage of the portfolio manager’s work
19. Please provide a list of key analysts/team meime do non-portfolio responsibilities require? Break out
bers and their tenure with the firm. marketing separately.

20. How is research conducted in your firm? Where 38. How long has the management firm been estab-
does this information come from? Please describe yiishhed? When was it founded?
process flow (top-down, bottom-up). 39. Who is the head of the management firm? Please

21. Where do you recruit your research staff? Insukescribe the length of this person’s tenure with your firm
the company, or outside? and experience.

22. How are you research staff/analysts compen-40. What percentage of the fund does the Fund
sated? manager or Team of Managers own?

23. How are sector allocations determined? Are 41.What percentage of the manager’s net worth does
there specific policies regarding industry diversificéhis number represent?

tion? 42. Please include a detailed biography of the
24. Are there any restrictions on the top holding amanager(s). What s the length and degree of experience
percentage of assets? and responsibilities?

25. How many issues are currently in the fund? 43. Have there been any philosophical changesin the
Please list the ten largest positions and their percentagaagement of the fund?
of the fund? 44.1s it possible to arrange for short phone interviews
26. If applicable, what is your exposure to Emergimgth the fund’s portfolio manager once or twice a year?
Markets? If so, who should we contact to arrange the call?
27. What is your smallest holding and why do you 45. Is the portfolio manager(s) an owner(s) of the
carry it? management firm? If so, what is the extent of owner-
28. Is there an investment time horizon or expecttip?
period in which an investment should reach your target 46. When was this fund founded? Please enclose
price? ADV.

29. How do you control risk? 47. Does the fund manage any separate accounts, or
30. Do you sell short? If so, please explain youave any privately managed money responsibilities?
investment process and up to what percentage of the fundl8. What unique advantages does the fund have that

will you short securities? would be of interest to prospective investors?
31. Doesthe fund use leverage? If so, to what extent?49. Please attach quarterly total returns for the fund
32. Does the fund purchase derivative securities@ither since inception or back to 1970. (Only include
so, to what extent and what types? information for the period during which the current
33. Ifapplicable, what has been the currency hedgimgnager has been in charge).
history of your fund? Do you foresee any change in 50. What is the fund’s expense ratio, and should we
hedging strategies? expect changes either up or down in the fund’s expense
34. What steps are in place to deter frequent tradiatio?
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51. Are there lower expense r- Partmg ThOUthS ﬁ

tios or institutional versions of this
SURVIVING CHANGE

fund?
by Bob Veres

52. Does the fund use direct ac-
cess with floor brokers/ ECN con-

nectivity to control trading costs? |If o _ _
no, why not? f you've read through this issue with any care at all, you will

53. Do you expect to close thef find a theme that is never stated but which breathes out from
fund at a particular asset level? all the articles and really defines the challenge that faces the
54. What states is the fund nobqyisory profession going forward. Perhaps it is because finan-
reg';éer\e/\?h'irg] mutual fund Supe _cial planning is a new profession; perhaps it is because financia
markets is/are your fund(s) disriri planning is, uniquely among professions, tied in with everything
uted through? about a client’s life--whatever the reason, the constant theme for
56. Who does the fund use for itplanners is exploration. How do we define the “deliverable” of
auditing? the planning service? How can we do a better and better job o
57. When are income and capitghg|ping people reach their human potential? What is there left ta

gains distributions made (Ijearn about investing, and are these lessons different in differen

58. How should the fund be us . o
as part of a client’s diversified po t-market environments’

folio? What type of client (i.e. con-  Of course, this constant change flies against the normal humar
servative, moderate, or aggressivégndency to look for a destination and ARRIVE. Think about how
should invest in your fund? much easier it must be to practice as an eye surgeon, where yo
59. What have been the key faqgarp 3 technique and practice it over and over again, and perhar
:g;snég?bu”dmg the fund's perfo “once or twice in your career, a better procedure comes along an
60. What has been your bigged€N You have to learn that. Or an attorney, who has to keep uj
mistake in managing the fund? | With case law in his or her field, and may have to deal with a dozen
61. What have you learned fronseminal decisions which change the rules over the course of ¢
this mistake? career. Infinancial planning, it is not unusual to adjust to a dozen
62. List three things you belieVegignjificant changes--spread out over practice management, the
;‘gﬁagﬁ] Zntﬁ'eozjn?ys to success ehavior of the markets, new regulatory initiatives, newly-intro-
63. What are the fund manager'Siiced client services, new tax law changes, new software innova
goals for the fund over the next 5/téions, scandals that may or may not involve the investments you
10 years? recommended, new investment alternatives etc.--every single
64. What are the director’s goal/ear of your career.
for the fund company over the same  yentyally, | think, the pace of change will slow down, and the
t'm%geg(’d? rofession will evolve certain standardized service and business
. Do any fund managers h . .
any plans of departing over the n Jnodels out of this current era of trial-and-error. But | suspect that
5 years (i.e. retirement)? If yes, wh@lanners will never experience less change per year or per caree
will be replacing them? (Please inthan any other profession, because what you do is tied up in s
clude a detailed bio of the replacemany areas of the ever-evolving world: money, taxes, investment

ment managery markets, personal growth and achieving human potential.
Continued on page 16
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Parting Thoughts
Continued from page 15

So the important question becomes: how do you cope? What skillset does the successful advisor need in ¢
to move to the top of this ever-evolving profession, and (much harder, | think) to stay there once that has b
achieved? These are not, per se, planning skills, or practice management skills; they are, instead, personal c
skills that lie behind and beyond the churning foam of your daily existence.

| think there are three basic characteristics that everybody reading this publication should begin to cultiva

The first is to have a strong core belief system that you can always go back to when making daily decisions
you'll look around, you'll notice that many of the best and most successful financial planners have a kind of fanati
tinge around their gills. They give their loyalty to the consumer even if it means leaving occasional money on 1
table, and they have an unusually strong value system that sees right and wrong in black and white instead o
usual shaded nuances. You might think that these values are what attracts clients, but my experience is that c!
have a hard time recognizing advisors with personal integrity from those who are selling riverfront property in t
Sudan as tax-sheltered investments. Itis not, as far as | can see, a huge marketing advantage, but it does hely
in other ways. The strong value system is their rock in the storm, simplifying daily decisions, and also keeping th
away from the areas of the business that are most susceptible to complicated, practice-harming scandals. Eve
years or so, when an unexpected tidal wave crashes through the profession, wiping away the opportunists who
built their houses near the shore, these people are largely unaffected.

The second is a healthy attitude about change. There isn’t any way to sugar-coat this: changing things, e
year, is a royal pain in the ass. Itis disruptive, it is difficult, it requires you to learn new things and move yours
out of comfortable ruts. It takes energy, and many people begrudge that energy and do what they can to avoid 1
necessary adaptations until they become a crisis. The most successful advisors | talk with are delibera
uncomfortable with the status quo, and they budget time in their weekly schedule to figure out how to make posit
changes, and more time to work on those changes. The least successful advisors are those who never seem t
a minute to sharpen their saw.

Finally, | think advisors need to spend time around other advisors in order to make the important adjustme
incrementally, rather than all at once (or, as | sometimes call it, catastrophically). When you take the time
minimum of twice a year, to compare notes with your peers and figure out where you’re going and what they’re do
differently, and where the trends are, then you accomplish two things. You recognize the changes that will nee
be made before a crisis erupts, greatly lowering the psychic pain of change, and you also get a chance to see
others have coped with them, so you don’t have to spend a lot of time reinventing various wheels.

Alas, in all the discussion about new IRA distribution rules and the conversion to a wealth management fi
and life planning questions, these more basic prerequisites to success are hardly ever mentioned. They are tf
picture behind the minutia, and if you can master them, the minutia, and the ever-present changes in the min
are a little less intimidating.
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