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The Value of a Financial Plan

IMPORTANT INFORMATION FROM PACIFIC MOUNTAIN ADVISORS, INC.

Creating One Is Easier Than You Might Think

Perhaps you think a financial plan is only for the wealthy … or only needed just before retirement. Or maybe you know you ought to have a plan – and it’s on your to-do list. Whatever the reason for delaying a personal plan for your situation, you could be missing out on:

· Saving taxes and keeping more of your income working for your future

· Benefiting from the power of compounded returns that could provide the education you want for your children and/or grandchildren

· Building the nest egg you need for your retirement expenses – in the timeframe you set

· Knowing you can care for elderly parents

· Leaving a legacy to your heirs or charities befitting of your life’s work

· Securing the income protection your family needs through sound strategies – with low costs

Your customized financial plan is closer than you might think. Read the helpful tips in this brief report. Then call Pacific Mountain Advisors to begin creating your personal financial plan.

Understanding the Process

The toughest decision you’ll need to make is the first one: to call Pacific Mountain Advisors and ask about the professional planning services available to you. From that point, your financial advisor will guide you through the process of preparing, understanding and implementing your personal financial analysis. Here’s what you can expect.

1. An introductory meeting. A crucial element to the process, this initial discussion is where you clearly articulate what you want your money and investments to achieve for you. Be specific and be honest. Like your physician, your financial consultant needs to know what feels good (where you think your finances are in order) and what ails you (where you think your finances need improvement) to arrive at an appropriate diagnosis. For example, almost everyone wants to retire, but do you want to do so at age 52 or 72? Do you envision a lakefront condo for retirement, or a log cabin on a mountainside? Typical issues you should talk to your financial consultant about include:

· What measures you’ve taken to ensure a continuing income stream in case of disability or death

· Whether you anticipate providing all or a part of college education expenses for children or grandchildren

· Your intent to start a business or change careers and when you want to begin

· What you have done so far to reduce your tax liability

· Your expected retirement date (or year) and the amount of income you anticipate needing to support your retirement lifestyle

· What gives you the most satisfaction when it comes to your money

Let this foundation-building conversation be free-flowing and personal; you’re describing what you want your money to give you for the rest of your life.

2. A data gathering phase. This step may be part of your introductory meeting; it may be a subsequent meeting; or you can do this on your own. Simply put, you need to inventory what you own and what you owe. Gathering a few records will make this task easier than you think. Much of the information your financial advisor will need comes from:

· Bank, life insurance company and brokerage statements

· Last year’s 1040 income tax return

· Your employer’s benefit or retirement plan statement

· Trusts, wills and other estate planning documents

You’re Pacific Mountain Advisors financial advisor can provide an appropriate questionnaire to help guide you in this endeavor. If you don’t understand why certain information is requested, ask. Your financial consultant can explain the financial and investment implications of each piece of data requested. 

Don’t overlook listings assets in custodial accounts (often forgotten), IRAs (frequently held at multiple institutions), business accounts, real estate and any other investments and debts you have. The analysis your Pacific Mountain Advisors financial advisor prepares is only as accurate as the data on which it is based.

3. Your plan presentation
Allow a week or two for your financial advisor to analyze the data you provide and prepare a comprehensive report. Don’t be surprised if you receive a follow-up phone call to clarify certain issues. Then expect your financial advisor to schedule a convenient time to present your financial plan. The complexity and depth of your analysis will match the variety of assets and liabilities shown in your data. Typical highlights cover (as they apply):
· The taxes you currently pay and ways to help reduce your tax bill.

· The current asset allocation of your investments; that is how the securities you own break down into cash, stocks and bonds. If you have a substantial portfolio consisting of stocks and bonds, you’re Pacific Mountain Advisors financial advisor can include a detailed presentation of the stocks (including buy, sell and hold recommendations for each stock) as well as a fixed-income analysis of the bonds (including categorization by cash flow, maturity, credit quality and other key characteristics).

· A proposed asset allocation based on the goals you described in the introductory meeting, the time you have to reach those goals and the risk tolerance you identified.

· Your personal illustration showing how your money may grow through the years and then be used, or drawn down, for certain purposes (weddings, college, vacation home, retirement expenses, etc.). An easy-to-understand chart can help you see how close you are to making your money do what you want.

· Your estate plan. Too young, you think? Never! Regardless of your age, your state has a written estate plan. We will demonstrate how that plan works if you don’t write your own. We’ll show you ways to help save estate taxes, minimize probate and estate settlement expenses, and transfer wealth to your heirs.

This is your financial plan – like no other! Understand it. Question it. Refine it. Depending on the complexity of your financial situation and the recommendations you see, you and your Pacific Mountain Advisors financial advisor may want to schedule several sessions. In each, you can tackle a portion of the evaluation in digestible bites.

4. Implement recommended strategies. In addition to describing the current state of your financial affairs, your Pacific Mountain Advisors financial analysis will include suggestions for improvement. Review this action plan with your financial advisor and discuss a reasonable time frame for implementation. You may be able to accomplish some of the recommendations rather quickly (such as moving from taxable bonds to tax-free investments) while you may use others as longer- term targets (such as rebalancing your portfolio or working with your attorney to draft appropriate estate planning documents).

Specialized Needs?

Your report can include sections for such

situations as:

  Stock options your company may have granted.
  Accumulation of a sizable ($1 million+) 

position in one security.
  An expected lump sum distribution from your employer’s retirement plan.
  Reviewing pension alternatives, Social 

Security and other retirement income sources.
5. Review your progress. Your family situation may change – a wedding, divorce, new children or grandchildren. Your career may take another course, resulting in an unanticipated distribution of retirement plan assets or a well-deserved bonus. Some of your investments may outperform (or fall short of) your projections. Whatever twist or turn comes your way, your finances may require adjustments. You should update your financial advisor on what has occurred and your short- and long-term expectations. Together you can determine whether your financial analysis needs a tune-up or a complete overhaul.
Schedule regular reviews. You should look at more complex situations as frequently as monthly or quarterly. If your circumstances and portfolio are steadier, an annual check-up might suffice. 

6. What you can look forward to.

Simply having a financial plan does not guarantee success. The future is often unpredictable and external forces, such as the performance of the stock market, can cause even the best-designed plan to go awry. That’s why it’s important to regularly review your analysis – on an annual basis at minimum – to make sure it stays on track. Using your objectives and risk tolerance as a starting point, your Pacific Mountain Advisors financial advisor is prepared to work with you and your tax and legal advisors both today and in the future to help develop and review your financial analysis.

Quantify Your Need for a Plan

If you’re still not convinced you need a financial plan, answer these questions. Total your score at the end by adding the numbers next to the answers you checked.

Which of the following describes your current investment strategy?

· I have a solid investment strategy in place; I update it regularly and follow it consistently. (1) 

· I have an investment strategy in my mind and most of the time I think I’m true to it. (2)

· My investment strategy is to take advantage of what I think are the markets’ best opportunities, based on what I read in periodicals, my friends’ recommendations, etc. (3)

· I do not have an investment strategy. (4)

Which of the following describes your assessment of your current portfolio?

· My portfolio is well-diversified, positioned to take advantage of the next three years’ projections of economic and market activity, and is in line with my risk tolerance. (1)

· My portfolio includes some stocks, bonds and some mutual funds that I think are generally in line with my objectives. (2)

· My portfolio includes securities and mutual funds that I hope will prove rewarding. (3)

· My portfolio is a hodgepodge of securities and mutual funds that I’ve accumulated over time. (4)

Which of the following describes your projection for retirement?

· I know when I want to retire and how much income I’ll need at retirement; my projections say that I’m on track to achieve my goal. (1) 

· I’m building retirement savings in tax-deferred accounts on my own and with my employer. (2)

· I think I can manage to retire on my investments plus Social Security. (3)

· I have not given much thought to my retirement situation. (4)

Which of the following describes your plan for premature disability or death?

· I know how much my family needs to live on and have provided insurance coverage to create an appropriate income stream; my estate planning documents are up-to-date and comprehensive. (1)

· I have insurance coverage through my employer and a will in the safe deposit box. (2)

· I have health and life insurance coverage, although I have not given consideration to an estate plan. (3)

· I have not given much thought to this area of my finances. (4)

The higher your score, the more you need a comprehensive financial analysis. Call us today to schedule a complimentary interview to learn more about how we can help you achieve your goals.
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Defining Risk
In investment terms, risk is often synonymous with volatility – the up and down changes in the value of an investment. Risk is commonly quantified by a statistic called standard deviation. This statistic measures the fluctuation of total returns (capital appreciation plus interest or dividend income) around an average during a specified time period. All well and good, but let’s put that jargon into more practical terms with greater meaning to you.

Answer the simple questions that follow. They can give you some indication about how you will feel about the markets’ upswings and downsides.

Which of the following phrases best describes your attitude toward volatility regarding your portfolio?

· I am uncomfortable with significant upswings and downswings in my portfolio and prefer its value to remain relatively stable. (1) 

· I am comfortable with some variances in my portfolio value, although I would not describe myself as a significant risk-taker. (2)

· I can withstand some up and down movement in my portfolio’s value to achieve long-term goals. (3)

· I understand that I must take some risk to benefit from the long-term rewards of investing and am prepared to be patient, even in market downturns. (4)

· I think of myself as a risk taker and do not mind volatile investments. (5)

Which of the following phrases best describes your overall investment personality?

· Very conservative – I am willing to forego the potential of large returns for the stability of knowing my portfolio will not decrease in value. (1)

· Conservative – I would like to minimize declines in my portfolio. (2)

· Moderate – I do not want my portfolio to fluctuate as much as the general financial markets, but I can withstand some up and down variances in my portfolio value over time. (3)

· Aggressive – I want my portfolio to outpace inflation and grow for my future. (4)

· Speculative – I enjoy taking chances on some long-shots within a well-designed portfolio strategy that offsets some of the risks.  (5)

You just received a substantial amount of cash (a bonus, an inheritance, settlement, etc.). Which is the most likely way you would invest this cash?

· I would invest in something that offered moderate income and was considered very safe. (1) 

· I would invest in something that offered high current income with a moderate amount of risk. (2)

· I would invest in something that offered high total return (current income plus capital appreciation) with a moderately high amount of risk. (3)

· I would invest in something that offered substantial capital appreciation even though it had a high amount of risk. (4)

Which of the following statements best describes your reaction if the value of your portfolio suddenly declined 15%?

· I would be very concerned because I cannot accept fluctuations in the value of my portfolio. (1)

· If the amount of income I received was unaffected, it would not bother me. (2)

· I invest for long-term growth but would be concerned about even a temporary decline. (3)

· I invest for long-term growth and accept temporary changes due to market fluctuation. (4)

Add the numbers associated with the answers you checked. The lower your score, the more conservative you may be. If you discover you’re more conservative than you thought (or wished), begin slowly. Work with your financial advisor to ease into the investment marketplace. As you gain comfort with market action and your specific portfolio, you may want to venture into more aggressive investments. If you lay awake at night worrying about your portfolio, apply the brakes and back out to a level that lets you rest easy. 

