Noe Investment Planning and Management


Investment Policy Statement
For John and Gail Smith 

Introduction

The purpose of this Investment Policy Statement (IPS) is to establish a clear understanding as to the investment objectives and policies applicable to the management of John and Gail’s investment portfolios. These guidelines have been established in accordance with risk/reward profiling information developed during discussions with Rob Noe.  
This Investment Policy Statement:

· Establishes John and Gail’s investment goals and risk tolerance;
· Establishes their investment time horizon and identifies any other investment constraints;

· Sets forth an investment structure and investment guidelines; and

· Encourages periodic communication with Rob Noe.

This IPS is not a contract but is intended to be a written summary of John and Gail’s investment philosophy which will provide guidance for them and their advisor.

Investment Goals and Objectives
John is 45 years old and works for a major pharmaceutical company.  He is married to (Gail – age 44) and they have two teenage daughters (Joy – age 13, Sara – age 16).  Gail works part-time at a local bank.  John and Gail would like to retire in their early sixties with an annual retirement income of $95,000, adjusted for inflation.  They expect to receive $30,000 annually in pension and social security income when they retire.  They also would like to pay for 50% of their daughters’ future college expenses, which they estimate to be approximately $120,000.  
John and Gail currently have $350,000 in savings and investment accounts:

· $30,000 in a money market account

· $40,000 in a taxable investment account

· $200,000 in a Rollover IRA account for John

· $60,000 in John’s 401k account

· $20,000 in a Roth IRA account for Gail

John contributes $15,000 to his 401k each year.  Gail contributes $4,000 to her Roth IRA each year.  They also contribute $4,000 each year to a taxable investment account for Joy and Sara’s future college expenses.  Gail plans on increasing her work hours at the bank next year.  As a result they will be able to save an additional $7,000 per year for retirement.
Risk Tolerance

After talking to John and Gail and assessing their investment questionnaire, it was determined that John fits an aggressive investor profile.  He is comfortable with a heavy allocation to stocks, and he does not mind the volatility associated with this type of portfolio.  However, Gail fits a moderate investor profile, as she is more risk averse.  She would prefer a portfolio that has less volatility.  John and Gail’s combined risk category would be considered moderately aggressive  
Time Horizon and Other Constraints
John and Gail have two time horizons for their investment goals.  Their first goal of retiring in their early sixties has a long-term time horizon (15+ years).  Their second goal of paying 50% of their daughters’ future college expenses has a short to medium-term time horizon (2 – 5 years).
Most of the Smith’s investments are held in retirement accounts, where there are no taxes on income or capital gains.  The portion of their portfolio that is held in taxable accounts should be invested in more tax-efficient assets (equity mutual funds, equity exchange traded funds, municipal bond funds, etc.)  They should also consider funding tax-deferred 529 college savings plans for their daughters.
Asset Allocation Ranges and Targets

For College Funds:
	Asset Class
	Target %
	Allocation Range
	Expected Return

	Money Market Funds / Cash
	30%
	20% - 40%
	4.5%

	Bond Funds
	40%
	30% - 50%
	5.0%

	U.S. Stock Funds
	20%
	15% - 25%
	9.0%

	Intl. Stock Funds
	10%
	5% - 15%
	9.0%

	Total Portfolio
	100%
	
	6.0%


The Smith’s college fund should be invested conservatively because their investment time horizon is fairly short.  They would not have time to recover from a major stock market correction or crash.  If they continue to contribute $4,000 annually to their daughters’ college fund, they should be able to achieve their savings goal of $60,000.
For Retirement Funds:
	Asset Class
	Target %
	Allocation Range
	Expected Return

	Money Market Funds / Cash
	2%
	0% - 5%
	4.5%

	Bond Funds
	23%
	15% - 30%
	5.0%

	Real Estate Funds
	5%
	0% - 10%
	8.0%

	U.S. Stock Funds*
	45%
	35% - 55%
	9.0%

	Intl. Stock Funds**
	25%
	15% - 30%
	9.0%

	Total Portfolio
	100%
	
	8.0%


*Small Company U.S. Stock Funds will comprise no more than 50% of the U.S. Stock Funds allocation.

**International Emerging Market Investments will not exceed 10% of the Total Portfolio.

The preceding investment structure fits the Smith’s risk profile and investment time horizon.  It is a moderately aggressive portfolio with approximately 70% invested in stock funds.  If John and Gail continue to save at their current rate, and if their portfolio achieves its expected return of 8%, then they should be able to achieve their goal of retiring in their early sixties.  They should continue to maximize their use of tax-deferred accounts.  Gail should start contributing to her employer’s 401k plan and John should consider starting a Roth IRA.
Investment Authority
John and Gail’s advisor, Rob Noe, has discretionary investment authority over the following accounts:

· Joint taxable investment account

· John’s Rollover IRA account

· Gail’s Roth IRA account

Rob Noe provides guidance, but does not have investment authority over the following accounts:

· John’s 401k account

· Joint money market account

Communication and Reporting
John and Gail will inform Rob Noe of any significant changes to their financial condition.  They will also communicate any changes to their risk tolerance.  John and Gail will meet with Rob at least annually at which time they will review this IPS.
Rob will provide John and Gail with investment summary reports on a monthly basis for the accounts that he has discretionary investment authority.  Rob will provide John and Gail with expanded reports on a quarterly basis that cover all of their investment accounts.
