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The Key to Happier Beneficiaries:
Investment Consulting and the Total
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Return Trust

dividends, and lower volatility than

growth stocks. Money managers buy value

stocks because they believe there is an
ing value thar the market has not
ver discovered. Conversely, growth stocks
are purchased with the hope that future
gronwth will inerease market prices. Since
value and growth refer to two major
investing styles, one typically outperforms
the other during different market
conditions. Therefore, both should be
included in a diversified portfolio.

The third way to divide investments

under]

is among sectors. Money mar
think that a particular sector,
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Nevertheless, many investors have
found success by hiring money
managers who are independent from
their investment consultants. The
clients, along with their consultants,
are then able to choose from myriad
stock pickers with various goals

and benchmarks.

The Investment Consultant’s Role
“There are many investment

fessionals whose monetar

is to sell a product, such as a munual
fund, Their means of compensation,
however, may lead to biased

Stocks, Bonds, Bills, and Inflation
The compaunding effect of a one-dollar investment llustrates the value
of higher retums (wih higher rigk} over time.
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consumer goods or health care,
will outperform the market. In such
instances, they will make sector bets
by overweighting the portfolio’s assers
in those sectors to achieve greater
performance while keeping those
allocations reasonable in size.

The final way to diversify a
portfolio is across money
Of course, the best ones

managers.
should be used,

which can be easier said than done,
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purpose is to help the client. A qualified
investment consultant understands the

delicate balancing act of maintaining a
fair and adequate income stream for the
income bencficiaries, while preserving
the bulk of the trust for future
beneficiaries. Furthermore, the consultant
can set a Statement of Investment Policy
for the trust o accomplish both needs
and will typically use non-affiliated,
independent money managers to put
that statement in motion,

Portfolio optimization is another
reason to use an investment consultant.
Because once a goal is defined - for
example, 8.0 percent average annual
returns after taxes — the next step is to
achieve that goal with the least amount
of risk. The consultant should be able to
offer a sophisticated understanding of
asset allocation and risk management to
evaluate the tradeofts between risk and
renurn, This knowledge should allow the
trustee to successfully implement the
trust’s investment policy to the
crion of the grantor, income

ries, and future benefic
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wries,
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The TRU permits grantors of trusts to
take advantage of asset allocation and
portfolio diversification to produce larger
legacies for multiple generations. And
an consultant can work with

for the trustee to consider a consultant
whose job is to provide advice for a fee.
This independent investment consultant
should be able to clearly define,
establish, and implement the investment
goals and steategy of a trust and provide
a vital layer of objectivity.

Tdeall
estate planning, an investment consultant
donyg with a CPA and attorney, part

in the arena of trust and

the trustee to help make sure that the
grantor's long-term plans are not upset
by the fickle markets.



