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Disclaimer

This presentation is for INFORMATIONAL PURPOSES ONLY.  The comments and slides ARE NOT investment recommendations. They can 
NEVER be considered as trading calls or advices. If you decide to use the information offered here for your real trading it is at your own 
risk.  CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA Institute

Investing in the stock or bond markets involves risk and may not be suitable for all investors. Before making any investment decisions you 
should carefully consider your investment objectives, level of experience and risk appetite. The possibility exists you could sustain a loss of 
some or all of your initial investment and therefore you should not invest money you cannot afford to lose. You should be aware of all the 
risks associated with your investments and seek advice from an independent financial advisor if you have any doubts. All investments 
involve risk including those managed by Strategic Equity Management.

Opinions expressed are those of the individual speakers and do not necessarily represent the opinion of Strategic Equity Management, 
SEM Wealth, or any other related entity including the host of the presentation. Any opinions, news, research, analysis, prices or other 
information contained in this presentation, by Strategic Equity Management, its employees, partners or contributors, is provided as 
general market commentary and does not constitute investment advice. Strategic Equity Management (SEM) will not accept liability for 
any loss or damage, including without limitation to, any loss of profit, which may arise directly or indirectly from use of or reliance on such 
information.

Past performance is NOT indicative of future results. There is no representation made as to the future results of SEM’s programs or if they 
will be profitable.

For additional information on the presenter and Strategic Equity Management, please see our DISCLOSURE DOCUMENT (ADV Part II)
available at SEMWealth.com.
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1.) Assess your strengths 
& weaknesses

What gives you joy?

What do you not look forward to doing?

What distracts you from doing what you enjoy?  
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The Value of an Advisor = 2.25% to 4.1%/yr.

SOURCE: Vanguard Putting a value on your value, September 2016. 

SOURCE: Russell Investments 2017 Value of a fiduciary advisor, March 2017. 
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A Behavioral Portfolio Approach

STEP 

1

Construct complete financial plan with specific goals 
and objectives.

STEP 

2

Develop cash flow strategy taking into consideration cash and 
other low risk investments. This reduces short-term risk and 
the likelihood of making short-term, emotional decisions.

STEP 

3
Divide assets into specific layers and set specific goals and 
objectives for each layer.

STEP 

4
Select investments that align with specific objectives and 
risk levels for that layer.

STEP 

5
Use smaller portions of portfolio for concentrated or riskier 
investments.


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2.) Document how you 
spend your time

How many hours do you spend on client facing activities?

How much time do you spend on generating new business?

What is your highest & best use for your business? 
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Imagine if.....


……..you could gain 55 extra 
days per year*.
That’s about how much time the average 
advisor spends on investment management 
under “normal” conditions. 

* Based on a 9 hour work day

How advisors spend their time

Source: The Cerulli Report, RIA Marketplace 2018, E*Trade Advisor Services

……what if those 55 
extra days were 
spent on client 
facing activities?
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3.) Stress Test Your 
Practice

How much revenue is exposed to a recession / bear market?

Are my investments/models designed to protect my revenue?

How has my client mix changed since the last bear market?

Where will my focus be during a recession / bear market? 
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A Biased 
Point of 
View
• Conservatism: not 

adapting to new 
information

• Confirmation: seeking 
only positive 
information

• Representativeness: 
evaluate based on past 
experience

• Illusion of Control: I can 
get out in time

• Availability: “Recency” 
bias
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Long-Term 
Biases

How Bubbles Form:

• Hindsight: past bear markets 
were predictable (cognitive)

• Overconfidence: 
unwarranted faith in abilities 
(emotional)

• Self-control: letting short-
term influence long-term 
decisions (emotional)

• Regret-Aversion: avoiding 
decisions that differ from 
crowd (emotional)
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Diversification doesn’t always help
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Volatility Matters in Retirement

$1M starting value | 3% Annual Withdrawals | 3% Annual Inflation Adjustment
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Volatility Matters in Retirement

$1M starting value | 4% Annual Withdrawals | 3% Annual Inflation Adjustment
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Volatility Matters in Retirement

$1M starting value | 5% Annual Withdrawals | 3% Annual Inflation Adjustment
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How will you spend your time?
How advisors spend their time

Source: The Cerulli Report, RIA Marketplace 2018, E*Trade Advisor Services

During a large market decline, 
you may spend significantly 
more time monitoring your 
investment models & dealing 
with client phone calls & 
“emergency” meetings.
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A Behavioral Portfolio Approach

STEP 

1

Construct complete financial plan with specific goals 
and objectives.

STEP 

2

Develop cash flow strategy taking into consideration cash and 
other low risk investments. This reduces short-term risk and 
the likelihood of making short-term, emotional decisions.

STEP 

3
Divide assets into specific layers and set specific goals and 
objectives for each layer.

STEP 

4
Select investments that align with specific objectives and 
risk levels for that layer.

STEP 

5
Use smaller portions of portfolio for concentrated or riskier 
investments.


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4.) Identify & Create Your 
Baseline Portfolios

What investments or models will I use?

How do those investments inter-relate?

How will I monitor the investments/models?

How will I decide how to allocate the investments? 



SEMWealth.com

Presentation is for informational purposes only & should not be considered investment advice.                                © 2019 SEM Wealth Management, all rights reserved.

What investments will I use?

LOWER
RISK

HIGHER
RISK

LONG-
TERM

SHORT-
TERM

PRESERVATION
Allocation

CONSERVATIVE
Allocation
BALANCED
Allocation

CAPITAL GROWTH
Allocation

AGGRESSIVE
Allocation

LOWER
RISK

HIGHER
RISK

LONG-
TERM

SHORT-
TERM

High-Quality Bonds

Short-term Bonds

Specialty Bonds

Large Cap Stocks

Mid-Cap Stocks

Small-Cap Stocks

Int’l Stocks
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What investments will I use?
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A Behavioral Approach

Divide assets into specific layers 
and set specific goals & 
objectives for each layer.

Select investments that align with 
specific objectives & risk levels for that 
layer.

Use smaller portions of portfolio for 
concentrated or riskier investments.

Most difficult aspect
Advisors are expected to:
1. Calculate probabilities of all 

future events & know impact of 
said events on investments / 
strategies

2. Understand cross correlations & 
event / environment specific 
correlations for each strategy

Common Advisor Cognitive Errors :
• Conservatism
• Confirmation
• Representativeness
• Illusion of Control
• Availability
• Hindsight

Common Advisor Emotional Biases:
• Overconfidence
• Self-control
• Status Quo
• Regret / Loss Aversion
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Understanding Your Clients’ Personality

Common Biases

Loss 

Aversion

Regret 

Aversion
Hindsight Availability Conserv. Confirm. Represent. Overconfidence

Illusion of 
Control

Self-
control

Bias Types

Emotional Cognitive Emotional

Personality Score

Conservative Moderate Growth Aggressive
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The Cost of Behavioral Biases
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The Art & Science of Risk Tolerance
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Loss Aversion
Studies have shown 
investors feel losses about 2 
times more than they feel 
gains. This is the primary 
reason SEM focuses so 
heavily on risk 
management and 
diversification.

Advisors can be susceptible 
to this when evaluating 
investments, often creating 
an inferior client 
experience.
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Understanding 
Investor Behavior

The stock market is a 
story of cycles & of 
the human behavior 
that is responsible 
for overreactions in 
both directions. 
– Seth Klarman

Behavioral Buy Signal

Behavioral Sell Signal
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The Value of Blending Strategies
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Building Personality Based Portfolios

Mostly “emotional”
• Afraid of losing money
• Does not like making mistakes
• Susceptible to hindsight & 

herding

KEY: Frequently communicating 
they are “ok”

CONSERVATIVE
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Building Personality Based Portfolios

MODERATE

Mostly “cognitive” 
• Susceptible to hindsight
• Projects recent trends into 

future
• Fails to adapt to new 

information

KEY: Show them bigger picture 
DATA
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Building Personality Based Portfolios

GROWTH

Mostly “cognitive” 
• Seeks opinions that agree with 

their own
• Looks for similarities in markets 

& bases decisions on the same 
outcome

• Tends to be confident in own 
abilities

KEY: Provide data and ask “what if” 
questions
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Building Personality Based Portfolios

AGGRESSIVE

Mostly “emotional” 
• Tends to be confident in own 

abilities
• Often makes rash decisions
• Decisions often based on short-

term vs. long-term benefits.

KEY: Allow some risky investments 
& frequently frame performance 
inside financial plan.
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Building Personality Based Portfolios

Tactical 
Models 

Dynamic 
Models 

Strategic
Models

AGGRESSIVEGROWTH

MODERATE

CONSERVATIVE
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SEM’s Models & Asset Buckets
Bucket 1a
(short-term)

0 to 3 yrs

Bucket 1b
(short-term)

3 to 5 yrs

Bucket 2
(intermediate-term)

5 to 10 yrs

Bucket 3a
(long-term)

10 -20 yrs + (based on risk)

Bucket 3b
(long-term)

20 yrs + (based on risk)

Tactical 
Models 
(Daily)

Dynamic 
Models 

(Monthly)

Dynamic 
Income 

(DIA)

Dynamic 
Balanced 

(DBA)

Dynamic 
Aggr. 
(DAG)

AmeriGuard 
(AG) Models
(Quarterly)

AG
Balanced

AG
Moderate

AG
Growth

AG
Max

Tactical 
Bond 
(TB)

Income 
Alloc. 
(INA)

Enh. 
Growth 
(EGA)


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5.) Implement your 
behavioral approach

1 - Systematize your prospecting, meeting, and review process

2 – Develop model line-up of 4 client types

3 – Weed out clients & products that do not fit your culture 
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A Case for a Behavioral Approach

Weed out clients & products that do not fit culture

Develop line-up for 4 client types

Structure Meetings 
& Reviews

In 3 years
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A Case for a Behavioral Approach

Weed out clients & products that do not fit culture

Develop line-up for 4 client types

Structure Meetings 
& Reviews

In 1 year
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3 Keys to Success

For more information on how SEM can help, contact SEM or go to 
SEMWealth.com/Advisors


