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buying high ond sclling low {Figure 3),
with predictably disappointing results.
Put differently, most long-term investors
do not stay the course, thereby failing to
reap the long-term benefits of investing
in stocks.

Asset Allocation Is the Answer

Clearly, it is the short-term volatility, or
rigk, present in the market that prevents
most investors from staying the course,
Therefore, the solution appears to lie in
developing a strategy that would help
reduce the portfolio risk to the Jevel with
which the investor is comfortable, Put dif-
ferently, for millions of investors who pre-
for to preserve their capital during mar-
ket declines, reduce the volatility of their
portfolio and actively participate in both
the stock and bond markets, the use of
asset allocation might well constitute the
best strategy.

Almost unheard of scveral years ngo,

for investors, nsset allocation services
are rapidly becoming a standard feature,
like dual air bags in new cars. This
strategy provides the foundation for can-
structing a diversificd portfolio of stocks,
bonds, and money market instruments
that optimizes the returns for the level
of risk desired by the investor. And since
the portfolio’s risk is placed into the
comfort zong, the investor can be expect-
cd to stay the course and participate in
the bencfits enjoyed by long-term
investors,

Who Offers Asset Allocation?
Typically, an advisor measures your
comfort level with risk and your invest-
ment time horizen, then creates a recipe
for how much money should be invested
in stocks, bonds, and money market.
Additionally, there are programs you
can sign up for when you buy mutuai
funds and variable annuitics, Samples
include: Dreyfus Invest-
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ment Allocation, Fidelity
Partfolio Advisory Ser-

vices, Pershing Peak I1,
Prudentinl Investment
Allocation Strategy, Amer-
ican Skandia Asset Mix,
and VALIC Portfolic Opti-
mizer,

In addition, many com-
puter programs are now
available that can explore
the efficient frantier, max-
imize returns per unit of
volatility, and allow you to

deal with correlation
between asset classes,
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Samples include: Allocation Master,
Cadence Asset Mix Optimizer, Power Ana-
lyzer, The Power Center, and RAMCAP.

Are They A Good Deal?

1t all depends. While most programs
boast that the asset allocation strategies
are based on the work of Nobel prize-win.
ning economists like Harry Markowitz
and William Sharpe, for the most part
you're simply plugged into one of the
plethora of cookie-cutter formulas.

In nddition, almost ail of the soRware
programs arc used to develop a static, or
at best, o modified static allocation which
refers to o fixed percentage of funds allo-
cated to the three nsset classes.

For most investors, that's suflicient, It
keeps them focused on risk, long-term
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goals, and the yin-and-yang of stocks and
bonds, even if they don't understand any
of that. These services can be especially
vitluable if they keep investors from have
ing no strategy at all, or when they
become excited about making market
decisions based an something they heard
at the watercooler, on the Internet or
under the influence.

The DPynamic One model was designed
to represent a bona-fide dynomic asset
allocation strategy. Even more important,
when used in conjunction with ancillary
strategies, it can provide investors with
an opportunity to uniquely combine their
seemingly contradictory targets: Redue-
tion of investment risk; optimization of
investment return and conversion of mar-
ket volatility as their friend.
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Financial Success Starts With

A Sound Financial Plan
“Let’s Get Your Planning Started Today.”

Lawrence ). Stack, CLU, ChFC
Preferred Advisor

28411 Northwestern Hwy., Ste. 700
Southfleld, M1 48034
248-948-8844

We'll zero In on your goals.

With rigorous financial analysis, well get a clear picture of your
situation and make an accurate assessment of your needs.
We'll craft a sound strategy

focused on clear financial goals,
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plan for a reasonable fee which outlines steps 1o help you:

* [mprove your cash flow

» Finance your children's education

» Fund your retirement

* Minimize your taxes

* Determine your life insurance needs

» Analyze the distribution of your cstate

We'll work together to make
adjustments along the way.

My job isn't done until you reach your goals. Sa whenever your
needa change, IT] be ready 10 help you make the right adjustments.
Call me today for an initial planning consultation.
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Glft Annulty Program offers you the chance
to be a Beaumont partaer In caring for
cardlac patients -- and you galn by giving.

¥ raies (up to 12%).

with ous brochure. Afl are comy y

As builds a state-of-th
HEART CENTER (o better serve the » A guaranteed Income far life.
- growing di ds of the A
1t will ake advanced technology,
e el and
support. You can help,

Mail the coupon below or call {248) 433-3792 for more Information.
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Return this caupon and we will scad you a FREE complele illustration of tlie hencfits of a gili annuity, along
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* A significat Income tax deduction.
= Best of all, you'll be helping cardlac
pattents who come to us In hope.
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