Advanced Corporate Planning 

investment Objective, guideline and restrIction questionnaire for establishing a written investment policy

By Lynn R. Siewert

TRUSTEE COMMITTEE DIRECTED ASSETS
Including Profit Sharing Plans, Retirement Plans, Foundations & Endowments and Taft-Hartley Funds


The setting of investment objectives for major pools of assets is extremely important. However, it has traditionally been greatly complicated by misunderstandings due to differences of definition and interpretation. Since the Employee Retirement Income Security Act of 1974 (ERISA) has indicated the prudence of establishing a retirement plan's objectives in writing, this questionnaire has been created to assist a plan's sponsors, investment committee or trustees, etc., in the articulation of specific objectives within established guidelines.


The answers to the following questions will assist in establishing mutually agreeable goals and, at the same time, establish a framework for communications and mutual understanding in client / investment manager relationship.

ECONOMY

How do you feel about the short-term outlook for the U.S. economy (12-24 months)? 

______I feel the outlook is good.

______I'm neutral; there are opportunities and problems.

______I'm quite concerned; the outlook is poor.

H ow do you feel about the inflation outlook over the long-term (5-10 years)

______It will be a problem for a long time and may get worse

______The rate of inflation will probably remain at about current levels

______Inflation is only a tempo;-ary problem; the rate will back down.

How would you describe your outlook on the U.S. economy over the next five years?

______Positive

______Negative

______Undecided

ASSET ALLOCATION/DIVERSIFICATION

Do you think common stocks are a good inflation hedge?

______YES



______NO

How do you feel about investing in common stocks in general?

______I feel stocks are very attractive and should occupy a dominant role in a portfolio.

______Common stocks should have a place in an investment portfolio.

______I have no opinion.

______I feel stocks are relatively risky and their use should be limited.

______I feel stocks should be used very sparingly, if at all.

Do you believe it is necessary that the portfolio always contain bonds if it is to be adequately diversified?

______YES



______NO

Do you think that the stock market is currently offering enough potential over the next year to compensate for the increased price fluctuation versus the bond market?

______YES



______NO

What is your attitude about owning stocks and bonds at various points in a market cycle?

______I believe the percentage of stocks in the portfolio should be based on the intrinsic values available in each stock, regardless of the economic or overall market environment.

OR

______I believe the economic and market outlook should be evaluated first and the percentage in stocks should reflect that outlook.

______I believe bonds are always a good investment regardless of the outlook for bond prices.

OR

______I think the economic and market outlook should be considered in making bond investments and the percentage in bonds should vary with this outlook.

Bond interest rates generally vary inversely with the quality and maturity length of the bond. What bond quality and maturity length do you feel is most appropriate for the portfolio?

QUALITY

______All AAA rated highest possible

______None lower than AA

______None lower than A

______None lower than BAA

______Speculative bonds for high return and capital gains

MATURITY

______Under 5 years (short-term)

______1-10 years (intermediate)

______10+ years (long-term)

In regard to your ongoing objectives, you may have a predisposition how your portfolio should be balanced among stocks, bonds, other fixed income investments and cash. Please indicate your preferred maximum/minimum mixes for the following asset classes.


Maximum

Minimum

Target

Domestic Equities (stocks)
________

________

________

Intemational Equities (stocks)________                    ________                    ________

Fixed Income (bonds)            ________                     ________                    ________

Cash (money market)             ________                    ________                     ________

What diversification pattern should your equity portfolio take?

______Each equity position in the portfolio should represent no more than 5% of the total portfolio value

OR

______Any one equity position can represent as much as _______% of the portfolio value.

______No combined equity positions should represent more than 15% of any one industry group and 30% of any industry sector.

OR

______Combined equity positions can represent as must as ________% of an industry group and ________% of  any industry sector.

INVESTMENT PHILOSOPHY

For each group, indicate the attitude most closely resembling your own expectations regarding the policies of the investment advisor.

______Invest in established companies

OR

______Invest in new companies which are considered to have good growth Potential

OR

______Both of the above

______Generally sell individual stocks when the stock price is higher in value than the financial value of comparable companies in the market

OR

______Generally sell stocks when technical market analysis indicates by exercising a high degree of stock market timing judgment regardless of the financial value of the individual stocks

Overall, how would you generally categorize your investment objectives? (choose one)

______Growth -- Maximum growth of capital with little or no income considerations. ______Growth plus Income -- Primary emphasis on capital growth with some focus on income.

______Balanced -- A balanced portfolio with equal emphasis on capital growth and income.

______Income Oriented -- Income as a primary emphasis.

______Tax Deferral -- Tax Deferral as the Primary Investment Objective

______Liquidity -- Liquidity as the Primary Investment Objective

______Other -- Please describe._________________________________________

            _____________________________________________________________

            _____________________________________________________________

Please rank the following as to priority:

______Maximum capital appreciation

______Preservation of capital

______High current income

______Inflation hedge

______Consistent returns, low volatility

The investment process requires various trade-offs in the quest of superior results. Quantifying what trade-offs an investor is willing to accept in order to achieve a superior total return constitutes an ongoing challenge. In evaluating your attitudes, please check one item for each where you feel most uncomfortable.

______Holding large cash reserves during a strong market environment

OR

______Being fully invested during a weak market environment

______Selling an investment and seeing it immediately rise.

OR

______Buying an investment and watching it immediately decline,

What is the most attractive alternative?

______Being invested in both up and down phases of a full market cycle.
OR

______Trying to time the market's direction of movement

______No down years

OR

______Outperform the market over a full market cycle

An increase in capital return usually associated with an increase in the acceptable level of fluctuation of the portfolio value market cycle to market cycle. Which is most attractive to you:

______Accepting a wider possible range of fluctuation in an attempt to achieve a higher return

OR

______Consistent returns with lower fluctuation.

How much downside market volatility can you tolerate in an attempt at potentially higher returns?
______Can tolerate more than one year or negative absolute returns through difficult phases in a market cycle

OR

______Can tolerate 2-3 quarters of negative absolute returns through difficult phases in a market cycle

OR

______Can tolerate only infrequent, very moderate losses through a market cycle

What is your disposition as it relates to investing in the international securities markets (excluding money market) for this portfolio?

______This portfolio is to be invested solely in international securities.

______This portfolio is to be invested in the international and domestic securities (global)

______The majority of the portfolio is to be invested in domestic securities and may own international securities as determined by the manger.

______This portfolio is to have no international securities.

Are there any securities that you would prefer not to be invested in?

______If NO please Explain______________________________________________

______If YES Please List   ______________________________________________

                                            ______________________________________________

                                            ______________________________________________

INCOME AND RETURN EXPECTATIONS

Total return on the entire portfolio is made up of income return (i.e., dividends and interest received) and capital appreciation. As a general rule, the higher the income expectations, the lower the capital return expectations. Do you have any absolute requirements for immediate income cash flow withdrawals?

______NO

______Yes. Please indicate the appropriate income yield range you expect the total portfolio to generate.

______8-12%

______4-8%
______2-4%


______Other. Please specify annual dollar amount__________

Do you see a need for growth in income within the next five years?

______YES

______NO

One guide to the type of stock that might be applicable for the portfolio is the dividend yield. the higher the anticipated growth or capital appreciation, the smaller the dividend yield. Do you require stocks in the portfolio to have a specified dividend yield?

______No. I feel capital appreciation is more desirable

______I would like all stocks to yield an average of 0-4%.

______I would like all stocks to yield an average of 4-6%.

______I would like all stocks to yield an average of 6-8%.

______1 would like all stocks to yield an average of over 8%

What average annual target rate of return (as opposed to a "relative" return to a market index) do you consider to be the investment objective for the fund on a long-term basis? In general, the higher the goal, the greater the risk the manager must take. The average total return for the past 65 years have been 10.1% for stocks and 5.1 % for corporate bonds.

Total

______over 12% per year.



______10- 1 2% per year



______8-10% per year



______below 8% per year



______exceeds inflation (CPI) by______%

Risk Tolerance: (check one)

______Aggressive
______Moderate
______Conservative

Do investment objectives allow speculation?


______YES


______NO

Primary Source of Income: (check one)

______Investments
______Compensation

______Retirement Assets

(Amount)_____________


Marital Status:

______Single
______Married
______Divorced
______Widowed


Dependents

Projected Retirement Year

Have you ever had accounts with other brokerage firm(s)?


If yes, please specify firm(s)


Investing since: (enter year)


Stocks


Bonds

Est. Total Annual Income (from all sources)

Current Federal Income Tax Bracket

Est. Liquid Net Worth



Est. Total Net Worth

Bank Name and Address

Accountant Name and Phone

Attorney Name and Phone

Legal State of Residence (if different from above)

MEASUREMENT

The primary emphasis in examining the investment performance for this account should be based upon:

______"Absolute" comparison. That is, comparing the actual account returns to an absolute (target) rate of return

______"Relative" comparison. That is, comparing the actual account returns to various market indices.

______"Comparing to a "real" return (i.e., exceeds the inflation factor by x%).

______Using "target" and "relative" rate of return measurements

______I have no real preference

The time period used in evaluating an investment medium has a significant impact on the probability of realizing a stated return objective. The longer the period used, the better the chance that up and down market cycles will average out to some "normal" or "expected" return. What investment time horizon seems most appropriate for the account?

______Ten years or more

______Five to ten years

______A complete market cycle (3 - 5 years)

Relative to popular stock market indices (S&P 500), which of the following is your preference for equity performances I through 4:

______Generally beat the market index in each UP market year

______Generally beat the market index in each DOWN market year

______Surpass the market index, on average, over an extended period of time (without regard to each individual year)

______Do as well as the market over an extended period of time

______I consider performance relative to a market index to be irrelevant. I prefer to specify our objective in other ways (please specify)


_______________________________________________________________

            _______________________________________________________________

COMMUNICATION

What regularity of direct contact with your investment advisor is preferred?




Meeting
Telephone
E-Mail

Letter
Annually

_______
_______
_______
_______

Semi-Annually
_______
_______
_______
_______

Quarterly

_______
_______
_______
_______

Monthly

_______
_______
_______
_______

Other:__________
_______
_______
_______
_______

Only When Deemed Necessary




_______
_______
_______
_______

Is geographic location of your portfolio manager important to you?

NO: _______

If Yes Please Explain

Prepared and Submitted By: ____________________________________
(Print Name) _________________________________________________
Position in Company: _________________________________________
Phone Number with Extension: (        ) _____ - _______ X ___________
DATE: _______  _________________, 2002

Investment Objectives Questionnaire
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