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Brandon Averill (00:02):
Hey everybody. Welcome back to another episode of AWM Insights. As you know, we're taking a little path using our good buddy Brian Kane's formula for goal development, and we're applying that to your financial structure, how we look at things, how we build an overall successful game plan to achieve those goals. And we've hit on a couple of those starting points. So the very first concept that we visited was actually setting the intention. What do you want to accomplish? Being very thoughtful for that. In our world, as you know, that's really setting your priorities. The second topic we tackled was scheduling it. So how do we make this routine? How do we actually bring a system and a process to this development?
(00:46):
And now we're on the step of measuring it, and really when we think about measuring it, I think there's lots of different ways that we can tackle this subject and we're going to tackle it in a few different ways today, I think. Really, talking with Justin I'd love to hear ultimately from you when we get there, but just investments. How do we evaluate investments in the course of our overall plan? But of course, this starts at the very high level. We visit with you guys on this pretty regularly, but it's all the way back to that intention. What are the uses of money that we want to have? What are our spending goals? What do we want our spending dollars to accomplish, right? It's the support of those priorities. What do we want our giving intention to be? So how are we making sure that we're executing upon that plan? We got to be measuring that. We got to be measuring whether those charitable dollars are actually being allocated.
(01:42):
And then, ultimately that comes to the savings side. What is the savings target that we're trying to hit? Everybody knows for us, that's a pretty magic number. Around 40% of your gross income is the standard that we talk about a lot. Once we hit that intention and we're measuring it, we know 40% of our gross income roughly is going into our savings. I think Justin, maybe jump in there and talk a little bit about, "Okay, that's great. Now we've built a portfolio. How do we go about evaluating and measuring that?"
Justin Dyer (02:12):
I want to start by reframing some of what you said around setting your intention or what we say a lot internally and I think on this podcast as well, is money is a tool to accomplish your priorities. That's a simple statement, but it's incredibly important and it's kind of why we're going down this little miniseries here on the four step goal formula.
(02:32):
Why I want to reframe it or repeat that before we get into the investment side is because that's kind of our end goal, right? We're using money as a tool to accomplish what's important to you, to accomplish your goal, to accomplish your priorities, as we say internally. How we go about that from an investment standpoint? Well, we want to invest in the highest probable way to accomplish those goals. This isn't just a, "Hey, let's throw a bunch of random allocations, investments, together into a portfolio?" Whether they're real estate, because everyone loves real estate. Not a bad investment, but it's a part of this whole process. It's not the end all be all. Same thing with venture capital, which I think everyone knows we favor quite a bit as well, but it's a part of the entire equation.
(03:24):
We also talk a lot about customized solutions, customized portfolios, and I think that's really important to bring into this conversation as well. Each and every individual has different priorities or different goals, and so your portfolio, your investment, should really represent those in a unique fashion as well and speak to those and support those. The simplest way to think about investments and really getting to measuring it is in what we call a priorities-driven allocation or liabilities-driven allocation for the finance nerds out there, the academics out there, where we want to match an investment with a specific risk ...
Brandon Averill (04:07):
Profile?
Justin Dyer (04:08):
.... Profile characteristic, et cetera, with a corresponding priority or corresponding goal. So if you have a goal that is short-term and it's really important that you meet it, you don't want to take risk on the investment side of that, matching it up. But if there's something long-term and you have some flexibility on the timing of it, and if it doesn't end up happening potentially, it's maybe, okay, well, that's where you get to take a lot of risk.
(04:33):
And so our measurement is comparing the traits of an investment with the importance of your intention at how you've communicated that to us, to your advisor. And it really kind of comes into this overall portfolio where we're building an aggregated, diversified set of investments that gives us a very, very high likelihood to meet your priorities, to measure and accomplish what you've communicated is important to us.
Brandon Averill (05:06):
I think that's really helpful and hopefully clients listening, I mean, you're familiar with this. We talk a lot about your priorities and allocating the portfolio to that being customized. And really, creating that personalized benchmark ultimately for everybody, and that's how we measure success. If you're not a client and you're listening, every once in a while, we get, in my opinion, a pretty lazy question or a question around, but intuitively makes sense as, oh, what kind of returns do you get? What kind of returns do you get? And the only appropriate answer, unfortunately, is it really depends.
Justin Dyer (05:38):
Right.
Brandon Averill (05:38):
It depends on the priorities and how the portfolio is structured. What we do say is that we want to gather everything that you deserve. So the public markets part of your portfolio, we want to outpace the public market benchmark for that. Same with fixed income, et cetera. But everybody's going to have this blended difference because it all comes down to what your priorities are and not exposing too much or too little to different areas. And oftentimes it's the latter. It's not exposing enough. If you have wealth and you are planning for generation two, three, four, then the investing changes quite a bit and it should be a little bit more out on what the traditional approach to a risk spectrum would look like.
Justin Dyer (06:22):
Yeah, there's no question about that. I think to maybe round this part up, I want to make sure we mention how the investment team on a regular basis is really, in the true sense of measuring this, looking at your priorities versus your existing portfolio. Are there new cash flows that have come in that have hit that we can then allocate and bolster the portfolio to better measure up or stack up against your priorities? Or has something happened in the market that changes the overall makeup? And we can take advantage of that. Those are some true day-to-day measurements that we're doing just automatically, essentially behind the scenes.
Brandon Averill (07:01):
So I think that's all really helpful. And then what we can maybe round this out with and close out with is, okay, if you've set your intention and you're measuring the uses of money, you're measuring your investments, make sure everything's aligned with your priorities, there's also this measurement of do you have a complete plan? And that takes engagement, right? That takes, as you guys know listening, that takes the time that we meet with you to make sure that, "Hey, is this multi-generational wealth formula working the way that we should be working? But then additionally, there are risks to that, and are we sitting down and actually evaluating and measuring, do we have the right liability insurance in place? Do we have the right estate planning in place? Have we worked on family dynamics to make sure that we don't have an issue there? Are we avoiding bad investments from a private side standpoint and blowing everything up?"
(07:52):
These are the risks that we continue ... Death and disability, probably the first one.
Justin Dyer (07:56):
The first one, yeah.
Brandon Averill (07:57):
Have we evaluated that? Do we have the proper life insurance, proper disability insurance in place? And ultimately really relying on the team that you have to help you navigate through all these and measure these areas appropriately. So hopefully this is helpful. We enjoy talking about this stuff, but please give us feedback if you want us to dig in any further to any of these topics. But until next time, own your wealth, make an impact, and always be a pro.
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