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       INVESTMENT POLICY STATEMENT
The purpose of this investment policy statement is to help you maintain a disciplined investment strategy in order to achieve your financial goals and objectives.  This investment policy was customized based on the individual investment objectives outlined below.  These objectives were derived from your answers on the Financial Profile which included a risk tolerance profile.   
	Primary Investment Objective
	Income and Growth

	Time Horizon
	Retired

	Portfolio Profile 
	Balanced 1                     

	Investment  Amount
	$2,000,000+

	Approximate Net Worth
	$2,500,000 -$3,000,000


Definitions of Primary Investment Objectives
1.   Income. The purpose of the portfolio is to seek preservation of capital with a major emphasis on current income. Capital appreciation is of minor importance.
2.   Income and Growth.  The purpose of the portfolio is to combine current income and capital growth with primary consideration being preservation. Capital appreciation is of secondary importance.

3.   Growth and Income. The purpose of the portfolio is to combine capital appreciation and current income with the primary consideration of growth of capital.  Current income is of secondary importance.

4.   Growth. The purpose of the portfolio is to seek growth of capital with moderate risk. Current income is of minor importance.

5.    Aggressive Growth. The purpose of the portfolio is to seek maximum capital appreciation with higher risk/volatility.  Current income is of very little to no importance.
Purpose of Portfolio
The purpose of the portfolio is to combine current income and capital growth with primary consideration being preservation. Capital appreciation is of secondary importance.
Projected Return Expectations

We expect this portfolio to return 6.85% before inflation.  Assuming a 3% annual inflation rate, we expect inflation-adjusted returns of 0% from cash, 2% from bonds, 6% from large cap equities, 7% from small cap equities, 6% from international developed equities and 8% from international emerging equities. We expect a dividend yield of 2% from equities to help keep up with inflation.
Time Horizon

You have already both retired. Although income is not needed from the portfolio at this time, it is built around being able to draw money starting whenever you need it. 
Asset Allocation

Cash –6%, Short term Bonds –15%, Intermediate term Bonds – 21%, Large Cap Value Stocks  18%, Large Cap Growth Equities– 14%, Mid Cap Equities-2%, Small Cap Equities-7% International Developed Equities– 13%, Emerging Market Equities – 2%, Alternative class holdings i.e. REITs, commodities, etc. – 2%,
Rebalancing

The investment portfolio will be rebalanced to the target asset allocation when new money is added. The portfolio’s asset allocation will be checked twice every year in early January and July, and if necessary, will be rebalanced back to the targets.  If, based on economic, political, or environmental conditions a variation in sector allocations, bond terms, etc. is desired it will be taken and committed to writing with future planned review.
Investment Vehicles

Moving forward, Cash will be held in money market funds instead of CD’s. Bond positions may include: Indexed or actively managed mutual funds or ETF’s. US equities, International equities and Emerging markets equities are captured through indexed or actively managed mutual funds or ETF’s. Any alternative class holdings such as REIT’s may include stocks, or index or actively managed mutual funds. No individual stock position is allowed to exceed 5% of the overall portfolio. The portfolio will attempt to avoid: options, futures, shorting, leveraging, individual foreign stocks, and speculative stocks such as junior exploration or biotech discovery companies. 
Benchmarks and Review
As the portfolio is a combination of indexed and actively managed holdings, a review is required for the actively managed portion of the portfolio. The benchmark for cash is T-bills, for bonds is either short term bond or intermediate bond index, domestic equities is SP 500 total return index, international developed equities is MSCI EAFE index, and emerging market equities is the MSCI emerging market index.
