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“Any other collateral besides your heart
of gold and million-dollar smile?”

The Investment Process. -Article by Mark Lazar

We don 't have to be smarter than the rest. We have to be more disciplined than the rest. Warren Buffett

The investment process can be both complex and confusing, if not downright mysterious. However, those that
follow a clearly defined process, over time, enjoy superior returns, reduced, risk, and sleep better at night than
those who don’t. What does the process look like? It entails five steps:

1. Determine investment objectives and risk profile
a. How much market risk (volatility) can one bear?
b. Balancing market risk with the risk of running out of money.
c. Understanding the long-term effects of inflation.



d. Setting realistic return/income expectations.
2. Establish asset allocation policy (investment policy statement)
a. Diversification— percentage is allocated to stocks, bonds, sectors, alternative assets, cash, etc.
b. Due diligence, manager research, adherence to investment style, socially responsible, etc.
c. Security selection; individual securities, mutual funds, ETFs, separate accounts, etc.
d. Tax nature of accounts (i.e. Roth IRA, tax deferral versus future step-up in basis, etc.), underlying
securities (i.e. qualified dividends, low turnover, LT versus ST gains, etc.).
e. Minimizing fees and unnecessary costs.
Implementation—Portfolio is brought into alignment with the investment policy statement.
4. Monitor and ongoing communication
a. Investments are reviewed quarterly.
b. Client-driven process. Client’s needs, goals, risk tolerance, etc., dictate investment strategy.
5. Review and rebalance
a) Evaluate portfolio securities to ensure superior risk/reward characteristics.
b) Trim winners.
c) Harvest unrealized losses.
d) Reposition portfolio to align with client’s current goals and wishes.
e) Portfolio optimization/tactical repositioning of asset classes.

@

Portfolios typically include some combination of equities, sector investments (i.e., REITS), fixed income and cash.
It’s important to understand the different investment classes or types and their unique characteristics. The chart
below illustrates the risk/return characteristics of portfolios consisting differing allocations of stocks and bonds.

100-0 10.1% -43.1%
80-20 9.5% -34.9%
70-30 9.1% -30.7%
60-40 8.7% -26.6%
50-50 8.3% -22.5%
40-60 7.8% -18.4%
30-70 7.2% -14.2%
20-80 6.7% -10.1%
0-100 5.4% -8.1%

Source: Vanguard

Why do we diversify portfolios? Because some asset classes perform well when others are performing poorly. A
properly diversified portfolio reduces volatility/risk while still providing commensurate long-term, inflation-
adjusted returns. However, if all positions in a portfolio are all going up at the same time, while it may make you
feel good in the short term, it’s generally a pretty good indicator the portfolio is not diversified, and those very
same assets can all fall in unison as well.

History may not repeat itself but it does rhyme. While no one can predict what markets will do tomorrow, we can
expect that over a ten-year period, or two business cycles, the wise investor will be well-compensated for their
patience and ability to tune out the “noise.” By maintaining a long-term view and knowing that even the best
portfolios will experience negative returns for limited periods, patient investors will, over time, be richly rewarded.
By keeping enough cash reserve (typically 3-6 months) and understanding that market securities don’t increase in
a straight line, a disciplined process combined with realistic expectations and fortitude, are the ingredients to make
for a great investment experience.


https://www.investopedia.com/terms/s/sector.asp
https://www.investopedia.com/terms/r/reit.asp
https://www.investopedia.com/terms/a/assetclasses.asp
https://personal.vanguard.com/us/insights/saving-investing/model-portfolio-allocations?lang=en
https://smallbusiness.chron.com/long-average-business-cycle-68626.html

Spring is just around the corner!

A SPRINGTIME SPRUCE-UP

The birds singing and flowers blooming are a cue - it's time for heavy duty cleaning and organizing. That includes
cleaning out your financial to-do list and discussing any outstanding items with your advisor. It’s also a good idea to
check your credit report and consider consolidating your retirement accounts.

O Home in on a housing plan: It's homebuying season. If you're

\‘ | #740) SPRING 2019 | MARKET CLOSURES considering buying or refinancing a home, check your finances
AN : : d lose attention to interest rates.
'{.\ Friday, April 19: Good Friday andpay.c
Monday, May 27: Memorial Day O Weigh an extension: If applicable - particularly if you hold
securities subject to income reallocation - ask your tax advisor
if filing an extension with the IRS would be beneficial.
MARK YOUR CALENDAR O Unify and simplify: If you have retirement accounts with
O Monday, April 1: Final day to take 2019 required minimum former employers, talk to your advisor about your options.
distributions for those who turned 70% in 2018. O Pull your credit report: Obtain a free copy of your credit report
O Monday, April 15: Tax day - the deadline to file your taxes or and conduct a midyear review.
request a tax filing extension. Mark this date! O Dream of graduation: Talk to your advisor about education
O Monday, April 15: Last day to contribute to traditional and savings plan alternatives for your child or grandchild.

Roth IRAs or Coverdell education savings accounts for 2018. O Have a teachable moment: Start a conversation about

PLANNING TO-DO’S finances and budgeting with a student or recent graduate in
your life. Consider introducing him or her to your financial

O Don’tdelay distributions: If over 70'%, take required minimum
advisor to learn the basics of saving and investing.

distributions (RMDs) from your IRAs and qualified plans. You
must begin RMDs by April 1 the year after you turn 70%. After
the first distribution, IRA holders must take distributions by
December 31 each year. That means if you reached 70% during
2018, and you delayed your 2018 initial RMD until April 1, 2019,
your 2019 RMD would still be due before December 31, 2019.
For more information, go to irs.gov/rmd.



Wasatch Team Updates

Mark

Mark, Savina, and a few friends out for cocktails at a Scottsdale Bar.

Morgan

Sundance Film Festival 2019 has taken over Park City, Utah! Morgan and Whitaker in front of the Egyptian

Theater Marquee, which just happens to be the most photographed sign in the world for the 10 days of
Sundance!

RAYMOND JAMES

=
d\ John

John representing Wasatch Capital Management of Raymond James at an investment
conference in St. Petersburg, FL (Raymond James Headquarters!)

Elisha

Elisha and her husband Patrick out celebrating friends at a beautiful winter wedding.
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Views expressed in this newsletter are the current opinion of the author, but not necessarily those of Raymond James & Associates. The author's opinions are
subject to change without notice. Information contained in this report was received from sources believed to be reliable, but accuracy is not guaranteed. Past
performance is not indicative of future results. There is no assurance these trends will continue or that forecasts mentioned will occur. Investing always involves
risk and you may incur a profit or loss. No investment strategy can guarantee success. The S&P 500 is an unmanaged index of 500 widely held stocks. The Dow
Jones Industrial Average is an unmanaged index of 30 widely held securities. It is not possible to invest directly in an index. Companies engaged in business
related to a specific sector are subject to fierce competition and their products and services may be subject to rapid obsolescence. There are additional risks
associated with investing in an individual sector, including limited diversification. Gross Domestic Product (GDP) is the annual market value of all goods and
services produced domestically by the US. The information in this article is general in nature, is not a complete statement of all information necessary for making
an investment decision, and is not a recommendation or a solicitation to buy or sell any security. Investments and strategies mentioned may not be suitable for
all investors. The MSCI EAFE (Europe, Australasia, and Far East) is a free float-adjusted market capitalization index that is designed to measure developed market
equity performance, excluding the United States & Canada. The MSCI Emerging Markets is designed to measure equity market performance in 25 emerging
market indices. The index's three largest industries are materials, energy, and banks. The Barclays US Aggregate Bond Index is a broad-based flagship benchmark
that measures the investment grade, US dollar-denominated, fixed-rate taxable bond market. International investing involves special risks, including currency
fluctuations, differing financial accounting standards, and possible political and economic volatility. Links are being provided for information purposes only.
Raymond James is not affiliated with and does not endorse, authorize or sponsor any of the listed websites or their respective sponsors. Raymond James is not
responsible for the content of any website or the collection or use of information regarding any website's users and/or members. Raymond James is not affiliated
with any of the organizations listed above. Neither Raymond James Financial Services no any Raymond James Financial Advisor renders advice on tax issues,
these matters should be discussed with the appropriate professional. Investing in commodities is generally considered speculative because of the significant
potential for investment loss. Their markets are likely to be volatile and there may be sharp price fluctuations even during periods when prices overall are rising.
Gold is subject to the special risks associated with investing in precious metals, including but not limited to: price may be subject to wide fluctuation; the market
is relatively limited; the sources are concentrated in countries that have the potential for instability; and the market is unregulated. Be advised that investments in
real estate and in REITs have various risks, including possible lack of liquidity and devaluation based on adverse economic and regulatory changes. Additionally,
investments in REIT's will fluctuate with the value of the underlying properties, and the price at redemption may be more or less than the original price paid.
Sector investments are companies engaged in business related to a specific sector. They are subject to fierce competition and their products and services may be
subject to rapid obsolescence. There are additional risks associated with investing in an individual sector, including limited diversification.



