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JUDGEMNAN UNITED STATES DISTRICT @Y% CW 5 5 @ 3
SOUTHERN DISTRICT OF NEWYORK

FINANCEWARE, INC. d/b/a
WEALTHCARE CAPITAL MANAGEMENT and
WEALTHCARE CAPITAL MANAGEMENT IP, LLC, /i

Plaintiffs,
V.
UBS FINANCIAL SERVICES INC.,
Defendant.

COMPLAINT FOR PATENT INFRINGEMENT

Plaintiffs Financeware, lnc. d/b/a/ Wealtheare Capital Management (“Wealtheare™) and
Wealtheare Capital Management IP, LLC (“Wealtheare IP™), through their attorneys, for their
Complaint for Patent Infringement against defendant UBS Financial Services Inc. (“UBS™),
allege as follows:

THE PARTIES

1. Wealthcare is a corporation organized under the laws of the State of Delaware.

2, Wealthcare IP is‘a limited liability company organized under the laws of the State
of Delaware. Wealthcare IP is a wholly owned subsidiary of Wealtheate.

3, On information and belief, UBS is a corporation organized under the laws of the
State of Delaware. On information and belief, UBS is registered to do business in New York
State, and has appointed Corporation Services Company, 80 State Street, Albany, New York,

12207 as its registered agent,
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JURISDICTION AND VENUE

4, This action arises under the patent laws of the United States, 35 U.S.C. §§ 101 ez

seq, This Court has subject-matter jurisdiction of the action pursuant to 28 U.5.C. §§ 1331 and
1338(a).

5. This Court has personal jurisdiction over UBS. On information and belief, UBS
has systernic and continuous contacts in thig District, regularly transacts business within this
Digtrict, and regularly avails itself of the benefits of this District. For example, on information
and belief, UBS is registered to do business in New York State, and hag facilities in this District,
including in New York, New York. On information and belief, UBS has numerous employees in
this District, derives substantial revenues from its business operations and sales in this District,
and pays taxes in New York State based on revenue generated in this District. On information
and belief, UBS has committed acts of infringement in this District.

6.  Venue is proper in this District under 28 U.S.C. §§ 1391(b), 1391(c), and 1400(b).

FACTUAL ALLEGATIONS

7. On July 27, 2010, the United States Patent and Trademark Office duly and legally
issued United States Patent No. 7,765,138 B2 (the 138 patent™), entitled “Method and System
for Financial Advising” to Wealthcare. A trug and correct copy of the 138 patent is attached
hereto as Exhibit A, The *138 patent issued from Application No. 11/014,378 {the “’378
application”). The 378 application published on June 30, 2005, as Publication No.
2005/0144108 Al. Wealtheare TP is the owner by assignment of all right, title, and interest in
and to the *138 patent. Wealthcare 1P has granted Wealthcare an exclusive license 1o practice the

*138 patent.
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8. On August 2, 2011, the United States Patent and Trademark Office duly and
legally issued United States Patent No. 7,991,675 B2 (the “*675 patent™), entitied “Method and
System for Financial Advising” to Wealthcare IP. A true and correct copy of the 675 patent is
attached hereto as Exhibit B. The *675 patent issued from Application No. 12/770,946 (the
“*946 application™). The *946 application published on August 19, 2010, as Publication No.
2010/0211528 Al. Wealthcare I is the owner by assignment of all right, title, and intexest in
and to the *675 patent. Wealthoare [P has grantad Wealthcare an exclugive license to practice the
"675 patent,

9, On information and belief, UBS, its employees, and/or agents provide financial
planning advice and reports to their customers in this District and throughout the United States
utilizing computerized financial advising software and systems, including, for example,
MoneyGuidePro.

10.  UBS has been and is infringing the claims of the 138 patent and the *675 patent
by, at least, using MoneyGuidePro to practice the inventions claimed in the *138 patent and the
'675 patent.

11.  UBS’s financial planning advice and reports compete directly with Wealthcare’s
financial planning software and sysfems, causing damages and irreparablé harm to Wealthcare.

COUNT I: INFRINGEMENT OF THE *138 PATENT

12, Plaintiffs re-allege and incorporate herein paragraphs 1 to 11 above as if fully set

forth herem.
13.  UBS is directly infringing, conteibutorily infringing, and inducing infringement of
the *138 patent in violation of 35 11.8.C. § 271, by, including but not. limited to, committiog the

acts deseribed above.
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COUNT II: INFRINGEMENT OF THE ’675 PATENT

14.  Plaintiffs re-allege and incorporate herein paragraphs 1 to 13 above as if fully set
forth herein,

15.  UBS is directly infringing, contributorily infringing, and inducing infringement of
the *673 patent in violation of 35 U.8.C. § 271, by, including but not limited to, comumittirig the
acts deseribed above.

PRAYER FOR RELIEF

WHEREFORE, plaintiffs pray for the following relief against UBS:

(a)  Forjudgment in favor of plaintiffs that UBS has directly infringed, contributorily
indringed, and induced infringement of one or more claims of the '138 patent and
the 675 patent;

(b)  For an injunction pursuant to 35 U.8.C. § 283 prohibiting UBS and its respective
officers, agents, servants, employees, and attorneys, and those persons in active
concert or participation with them who receive actual notice of the order by
personal service or otherwise, from committing further acts of infringement of
any one or more claims of the *138 patent and the 675 patent;

(¢)  Foran award of damages to plaintiffs for UBS’s infringement of one or more
¢laims of the *138 patent and the *675 patent, together with interest (both pre- and
post-judgment) and costs as fixed by this Court under 35 U.5.C. § 284,

(d)  Forsuch other and further relief in law or in equity to which plaintiffs may be

justly entitled.
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DEMAND FOR JURY TRIAL

Please take notice that plaintiffs, pursuant to Rule 38(b) of the Federal Rules of Civil

Procedure, héreby demand a jury frial for all issves so trdable.

Dated: August €, 2011

Respectfully Submitted,

FINANCEWARE, INC. d/b/a

WEALTHCARE CAPITAL
MANAGEMENT and

WEALTHCARE CAPITAL
MANAGEMENT IP, LLC

Jotlﬁ Flock (ma.@gij

Mark A, Hannemann (MH5697)
KENYON & KENYON LLP
One Broadway

New York, NY 10004

Tel: (212)425-7200

Fax: (212) 425-5288

Attorneys for Plaimtiffs Financeware, Inc.
d/b/a Wealthcare Capital Management and
Wealthcare Capital Management IP, LLC
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US 7,765,138 B2
1 2
METHOD AND SYSTEM FOR FINANCEAL In otherapproaches, sochas wealth ivanapemicot, the client
ADVISING ruay define fheir sk tolerance and gosls, and the advisot maxy
provide advice regarding asset allocation relative to those
CROSSREFERENCE 1€ RELATED risks and goats. Often, the financial adviser has the mpabﬂny
APPLICATION 5 of rooming Moute Carle sinuilations of fitire seturns of vac-

This is . noi-provisional application of pending 1.8, pro-
visionul spplication Ser. No. §0/530,144, Giled Dec. 17,2003,
by David B. Loeper, titledMethod and Bystem tor medmg
Inveistors Financial Planning Advie, Giving Consideration
© Individual Values, Without Unnecessary Sacrifice of
Liidue Tovestreat Risk with. Accorste Confidence Levels,”
and is a confinuation-in-part of U.8. pateat application See.
No, 09/916,358, Bled Jul. 27, 2001, now 118, Pat. No. 7,562,
040 by David B. Lodper, titled “Miahod, Systewn and Coon.
puter Progrant for Auditing Fipancial Plang,” which is s:non-
arovisionsl of 118 provisional application Sep. No, 60/22],
0140, fitesd Jul. 27, 2000, by David B, Loeper, tifad “Method,
System and Computer ngram for Auditing Financial Plans;
and 5.1 continuationsinepart of 1.8, patent application Rer,
No. 09/434 643, filed Nov, §, 1999, now abandoned by Dpvid
B. Loeper, litled “Method, System, and Computer Pro;ram
Jor Anditing Financial Plans” which 8 & non-prévisional
apphigation of LLS. Provisiensl application Ser. No. 60107,
245, filed Now, 5, 1998, {he entirety of each of which appli-
r:a'ti{:m are incorporated heeein by reforence.

FIELD OF THE INVENTIEN

“This invention relates o the field of finansisl services, and
in particular W 2 riew methed of financial advising.

BACKGROUND OF THE INVENTION

The field of Avancisl advising ncludes varous best prac-
tigey, These best practices fnshde dent friog aeliont*s Hran-
cial goals (e.g. desired retirement age, desired snnual income
o retirmment, desired vacation badget in retiverent, desined
estate value at dissth C16.). It sone applicution of general
indnstry practices, but notail, clients arealsa asked to rank the
staled goals In relive order af imponance, Genally
aeecpied *Best practices™ alsn include idetifying the client’s

risk tolerapce aod creating an investment aliocation simed at.

producing the highest ot dor the oliam s visk fokmance and
then based on that allocalinn’s expected retum, caleatating
the savings needed 1 schivve theclient’s gouls. In a conven-
sional spproach, to determine the clients risk thleranée.a
financial advigornses a risk tolerance questionnsre or asks
thes oliemt ahout their tolarance for investment risk definsd by
varicgs msthematical methds like standard deviation, semi-
variance or more cornmonly the largest level of aniual port-
folio Yosses with which the client conld tolerate. This pisk
tolerance inguiry may be more mnnctd, such asattempling to-
determing the amwoont of assets or percentage of value of a
yotitemant ylan. thit the clivnt is willing to put inko assels of
varieus risks. Whatlever method of attempting o ideriify the:
client*srisk telerance is nsed, the resultof fhis inguiry is then
used in, recommending an alloestion and celatod invaktmens
wrat individual. Often, investors are advised to aceept 3 risk
tolerance that iy a0 of acar the ¢lient™s maximum enduranes
level for losses ju their portiolio valoe,

Qfien the allgeations are tested using 3 Monte Carlo sima-
Tation based on assumptions of the capial markes, sHupies
of ligtorieal data, or both, The results of thuse sinalations
nemaally are used to convey.a confidence leve] and/or a per-
centage wisk of Bilue o achieve a destred inconie Jevel,
ausels at retirement of any othar of the client’s iderdified
aualg,

a8

a0

A5

50

55

fio

k]

ous financial plans. These simulations can providé results
which instude u confidenes Jevel and therefore wither an
immphicll of explicil percentspe risk of faihiie o ackdeve o
Sexirad ficome Jevel, pesety at retiremant, ending extate valoe,
arothet poals. As befbre, thé 4 Hentminy bewdvised 10 allocare
their issets in the asset classes modeled and (o ibvest ina
varivty of managed oriwinanaged portfolio choives. Advisors
may advise the clivnt that actively managied investnient altér-
natives canexceed the performance of the aysetclasses them-
selves (e, thet they con outperform the nurke. Ofian, the
fact that such actively muansged ipvestroent ajternatives also

<arry the risk of materially underperfirning the market may

not-Be adegnately conveyed 1o the client by the advisor, or
such risk may simiply not be adequataly understood by the
investor, or the advisor and thet upeenaioty is not normally
considared o the confidence saiculation.

Typical disclaimers used in the industry, which are i sig-

siifcant pat itended 1o provide legal safe-habor to the

adviser (e, “past perlopmence s 101 8 graranies of foturne
fesnits™), may not adequately convey 1o the clisat the nature
of the risk 'm aotively mindged investments, This is because
norpally the confidence caleulation was based on the upiwr
tainty of asset ¢lass retums; hut actively mmaged portiolios
ey equal, exceed or wodarperforn: their nejpéetive asset
classes theithy introduveing additional uncertainty shsent
from the confidence calcwlation. Therefore, what that confi-

‘dence sumber misans may ermay ot be fully understood by

the client, orthe finapcial advisor fir thist matter.

Fuoithesmore, current approaches often invilve pedodic
mviews af the performance afthe clieat's porfolio. As part of
the review the client may be provided with a chart, graph or
other representation &f how their portfolio has performed
sefative 10 the various capital markets (¢, the cliant's optimsil
allocation 1o various ssset classes for their sk tolerance), If
performance was lower than expected o assumed by the
advisor iti the otiginal consultation, the client may be sdviged
to change. investment mansgers, wait fora more favorable
anvironment for the manager's “style”™ orpeslaps incwease the
amount toptributed to the pontfolio. Alternatively, the clieat
gy beadvised to eliminate one or more of the hewest-pinked
ponls. If, on the othor huad, perfirmance was hotier fhaun
expented, the client will typically not be advised toreduce the
amemmnt contributed to the portiolio, even if such a reduction
baserd on this sppericn performance is possible (.., maintain.
ing the original "risk tolerance™ lovel).

Thus, theire is 8 need in the idustey for a new method of
financial advising thet eliminates the substantial nncertaintics
associsted with investing the client’s assets in actively man-
aged investment alternatives, does not isition clients at their
maximuen toleranee for risk if there are more appealing
choices the client eould make that enable them 1o have sufli-
oiont vonfidence-of adhieving, the goaki they value and this
elimitudes the aforémentioned diffikniliies associated with
conveying spch risks to the client. Fiithiermpre, there js a
fesd o provide clionts with periodic: feedback hat does not
simply shar how ibeir portfolio hae performed relative to the
market, bt rather provides clients with 4 practical undar-
standig of the congeete irapact that the performance of their
porifalio has had their desired goals. Thert is also a need for
» wibre yaneed approvch to. evaluating elient goals, which
comprises mome Han a simple i vaoking of goals, bl
tither which interrelates all of the ¢lieat’s goals so that the
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clientvan makie moke infbrmed and sarisfying choices about
their goals i Hght of the performance of their portfolio. Asa
mesult, (her inveadive systern will be more highly valued by
clients compared to cutrent appiroaches.

SUMMARY OF THE INVENTION

The methiod of the invention is directed to-applying a new
medhod of Ananda advisiog hat Is mors appropriate and
miewes highly valued by intlividoals, The: advising discipline
inclirdes a new method of sdentifying aiid assessing not only
the elient s gouls, #% m raditional sevvices, ot alse identtfy..
iugyaid gssessing the price that the client is willing to pay-in
one goal o “buy™ another goai (or portion of 2 gaal} that is
valued more highly. The miethed also includes & means of
modeling the witértainty in future iacdkets so that répre-
sentedoopfidenve lovels can be eagily and fully nnderstood by
the elicnt,

The miethod incindes a means af'using probability anabysis
to define the balagce between ton wmch uncertainty and too
rooch sacrifice. Thos, the method eonbines oatheinatical
riarket simulation with the profiling of the client's goals, and
the balnnee hetwern koo paueh wnd 100 little Hek, to prmidues a
package-of guals and an investment stratogy that balance the
desire 16 have sufficiant confidence, avoid umecessary risk,
yeit maki the most of the:chient™s Lifestyle and do 5o in a
matiper thet is easily ynderstood by the iadividual investor
Thus, Mante Carlo sirmdation and/pr historical marieet analy-
gis oan be.ysed to wiode] markot Udcerainny 0 a maaney thit
provides the clientwitha balance of mfficient confidence yet
that alse avdids undie sacrifice 1o their goals.

Furthex, the method meludes investiog exclusively in pas.
sive investntents, for which it is possible to matbematically
prove in all material respécts Hsk of zmderped‘ummg oF
superfornring the targeted -asset altocation. This is unlike
actively managed investments, which carry the risk of mate-

tial wocertginty of uudwprsrf@xmmg ar potentially outper-
forming, the ssset alloeation strategy:

The methort firtheyr cothprises a perfodic revigw and
reanalysis uf the client's goals. Quanterly reprioritization: of
gouls can be perfarmed, to eliminate nutdated gouls ar goals
that have become unimportant for any reason, and to add new
gomls. The perodic review dnd reanalysis ako inclodes
reviewing value of the client’s portfoliv 1o ensure thaf it
rermains-withio the “comfort zone” ie. the balance: betwesn
isufficient canfidence und too much sacfice to omes's 1Hf-
estyle.

By properly assessing the chent’s pouls and, their felative
weighting, Buth unacoeptable sacrifice and insufficjant oon-
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fidence can he aveided. The proper rélative weighting of 50

goals, i accordance with the client™s subjoctive agsessmgnt
and the advisor's interpretation. of that assessmnnt, i3 impor-
et in providing advice that minimizes any sacrifics as per-
ceived by the client. A recommendation should inclnde

target value for each goal novworse than the'icéeptable valus

s nol better than the ideal value, A recornmendation under
thin method of financtal advice will have tatonal, sufficient
confidence yet avoid excessive sacriiive to one's goals. -
ents are preferably provided with o range of future partfolio.
values that wonld providesn seoeptable raoge of confidence.

Recommendations are reviewed periodically for changes in
clivm*s gonls, changes in priorities among, clicnt's gogls, and
whether the risk of unaceeptable cutcomes has bocome o
high (i.e too much uncertainty which requires pew advice
abont the choices the clisnt bus 10 bring the confidence level
buek into the “comfort wine”, or whether the performiance of
the portfolio has brought them:ta the paint of having chnices

fu

)
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torincrease goalt or rednce risk). Becanse of the wide mage of
naeerainty in capital markets and changes 04 client’s future
grals (in most reasonshle probability simutation meihods, a
thient may bavean equal chance [1.e. 1 in 1000] at badng broke
in just 4 few yeurs or dying with a mubti-million dollar estute
hasest only upon the uncertainty of asset class retwns, excha-
sive of the uacertainty of active investenent results eefative o
the roarkels andexcluding the likelihodd of future changes o
clienst’s goals) and therefose the notien of being sble to have
certainty to avoid an unsatisfactory resull is ceronesns. Also,
altetnpting to provide the highest confidence level pessible;
can only ctme st the price of compromisiog client’s goals
and/or avcepting morne investment risk which contradicts the

netion of avoiding uninecessary sacrifice to the client™s 1if-

esiyle, In essepce, in the shsence of o ressoned scceptable
rangé of cotfidence (i attempting to get 1o the highest
confidence Jevel possible) i ameun of conservatism (sacei-
ficer) is toos muoeh., Therefore, this wethod ermbraces and fnan-
ages the uncertainties of the fulure 0 provide continuous

-advice about the best chojces & client rin make dbouy thieie

Tifestyle ay well as the aptinal scoeptame and avoidance of

Investment risk in Eght of the uncertairities of the fiture, (oot

oty in the merkets, and not ooy by avoiding the added
uncertainty of astive investments, Wi als the wcerkinty of
the client’s desire and willingness to change their goals ar
priopities tmonghosit their lves ss may hedesired, or as muy.
be recessary 0 obtain tegsoned contidence, based on ow this
capital markets performed,} This fhethod accomplishes this
batawce of the best choiues baged on what is curmently known,
what it eurrently plamond W e desired, and ressonablecon-
fidence censidering the effest of the uncertainty. of futuze
asset einss returns on the clieor's lifestyle and their willing-
ness to edify teir poals. While tadftional best practices
attergpt to e “right™ sbomt where a clent may end up falling
in the wide range of market ancerfainties (assumming they do
not change their goals and their sctive portfolic imiplementa-
tion doesi™t under-perform the ayset classes) the reality of the
wide potenvial extiémes of mrdcomes sets up Snancid] advi-
sors and theit client’s for 4 continuous stream of surprises
without wineans of taking o delermined course ol sction based
on randam market events. When short term macket anvinon-
miems produce disappointing resniis in traditional advising
methods, the typical fiest comse of action, is action (i.c. wall
becayse we hope an the lopg teem thivgs work out). If short
tenm xmarket envirgnents or forturate active managament
sedection prodnoe wexpestedly pasitive results, traditional
best practices nomal actien is sgain inscton, merely cel-

ebrating the random: fortunate outcome. By contrast, the
presemt method of finaneidl sdvising defines specific vahresin
advance-where new advice wonld be required (if the clients
gosls and priorifies remain unchaaged) allowing client’s to
prepaes forand know what prodent o jong ik ferms of
reducing or deliying goals (or accepting more investment
risk) enake sense hased on what has happebed in extremely
podr environments and whene client's have the chedee o
inerease 7 goal-or have theges] sooner, or reduce invesiment
tisk wihere results are excoptional, o either case weduiring
detersrined #ctinn of new. advice nesding to be designed.
Critical to this process is thecreation of & canfidenct range
that eonsiders the uncertzinties of the markets, and that the
“getion point”. or partfolio(s) valua(s) for neading compro-

mising, advice is relatively infrequent (i.e. the client would
heve Jittle confidencein an sdvisor ifhalftie time their sdvice
1510 reduce goals or delay goals and half the tite increasing
poials). Likewise, before goals sreadded, moved to an earlier
date or porifolio pisk is meresmed, this selting o new exmi.
tation for'the client, it is alsa important thet thete is faifdy high



Case 1:11-cv-05503-JFK-JCF Document 1 Filed 08/08/11 Page 18 of 53

LS 7,765,138 B2

5
contidenc the addition or ucrease i the goals will not need
1 be compromised again a1 some futwre date if they reman
unchaogied by the client, Therefore depending on the
approach tsed 10 caletlate probabilities and how well the
asgurmptions are designed 1o catenlate the probabilities, the
preferced embodiment would have move than half of random:
marked environments requiring no changs, Jesy' than oné in
five requiring:a compronise and the remaining environments
rexuiring o positive change 10 goals, ar redoction in portiolio
tigk, sssuming cHent-goals are unchanged and theuncertainty
of active nvesting is:avoided. This method accomplishes this
by defining the conmfbrt zome whsre normal market eoviron-
mens do pot réguire now wdvice (usless the chent changes
their geals or prierities), where particularly poor markets
must be probinbilistically extrome 1o regidre sonspromising
advice, and where fairly frequent posiiive muodom mdarkets
residis fn neeasional, batmaore frequent, oppartmities to pro-
chuow advice shout improveinents to gosls o portibtio risk
reduction). Such 2 relanonship wittva financial adviser, where
things. ate normally “on teick?”, wher poor markets are “still
on track", whare extreamely poor markets have some prdent
advice solwtions that are unlikely 1o be extréme and wheee
orcasional favorable markets have positive advics inproves
rgtits, drapatically improves the comfon and sonfiderce thie
client kas in the advisor, and the advisor’s advice and more
impcrrautly shont the clignt”s lifemyle. An exagple of defin-
ing such & range-would be calolsting all of the future port-
folio values throughow the client's time borizon needed to
have 75% confidence of excending the clisal’s curmeotly ric-

ommended goals (i.e: 75001 1000 statistically potatitial port-

Yolia resulis) and the partfolie valves that would have 0%
confidence (Le, 900 of 1000 smtstically potomial pondelio
results) in excesding all of the client goals.

BRIEF DESCRIFIION OF THE FIGURES

FICGS, 1A w0 10 constitule a flow didgram autlining the
method of the present fovention,

F16. 2 is an exemplary repart generated in accordayice with
the: pregent method;

FIG. 3 is an examplary goil priveitization mauix in sccor-
dance with the present method,

FIG. 4 i aiv eixemplary roport gemon tod in accordance with
the present method,

FIGE. 5 is an exemplany chart geperated in sceordance with
the presam method.

DETALLED DESCRIPTION

A niew methed [or finaircial advising is distlosed with the

poul of finding & baluoce Tor the client betwé insuficiont
confidence (i:4: too much uncertsinty) snd unnecessdry sac-
rifice. Cugrent technicués atlempt to idsntify the client’s
ki telesanve for vigk, and then to optimize assel-allo
catiop, hased on that maxinmum rigk, withott considerstion of
whether such risk is warmanied. The clieat is perdodivally
advised of the status of their pokrfolio based 6n actun] perfor-

miange of the market, Typically, this status review consists of

# seitation of the perfirmianca.of the client’s portfolie com-

to the market. Less often, the client i providesd with sn
updated % risk of not schieving their stated goals, or current
prohabmty of “achicving” goals (which i astaally thechakce
of exceediag, but vavely is-disclosed as sush). I actunsl pee-
formance of the client's investment portfolip is poot, the
client will vsnally be advised to stick W their long texm plan
im hope that things work gut inthe lpng term or less freguently
1o jncresse contributions 1o the portfolio ¢r to climinate ong or
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e of thedr low-ranked gonls, Alterativaly, it paformsnce
is betterthan expectod, (he¢lient may be advizsed 10 ke no
champes (even iFit would be possible for the client 19 choigh-
wtet losg, while still msintainivg the same risk of exceeding

- their investment goals),

The: present method is intended 1o help the client make the
most of the ane Kl Yhey Bave, by confidently achiowiog the
goals the cliant l.mzquely vajues, withtiut needlessly sacrilic-
sy thisir coreent lifestyle and by avoiding vnneressary invest-
ment gigks. Thus, the method obtaing fram clictts ondy thut
information that is necessary-and material for the advisor 1o
understand the client's wouls. 1t Kentifies the ideal droams of
the chent as well as the acceplable. Cunproinises, wnd the
priorities and propartion in amount and timing amang each. It
also avoids unoscessury visk, and provides pesfomianee
‘benchmarks that are practically woderstandable to.the clienr
{e.. “buying the besch house”) It further provides.a comfant
rimge based o ¢ ratiodal Jevel of confidence in periomance
of the idvestment dlterngiives, thereby avoiding toe much
wneerainy as well as too pmch sacrifice. It provides a means
of working with the clieat to provide solutions based on
acceptable compromises to achieve. privritized goals, and
peivides the elient with an voderstaidable analysis of the
progress made toward goals, while allowing (be client 1
¢hange gosls or priorities on demand.

Thus, the method I8 nset o subijedt e client 1 6o moe
risk than is ecessary 1 achieve the-client’s goals fle. no
more investment risk than is necessary to permit tha client to
Tive Iifi in the best ponsible way while achieving the gosly thar
the edienitvalues most highly or padisfly in proportion th other

goals).

Additionally, the mehod implements a aew notion of how

gk of the client’s goals intérrelate to one another, and the

b of goal achievement eptions that exist depending on
the client’s desire. The muethod comprises orgnizing » rauge
of goals; interrelating their timing (j.e. when sach is expectod
1o be “achieved™), and mmouits G.e. the relative dollar “cost™

-of each goal)).

The methed allows the advisor and chicnt 1o reotient and
re-evaluate goals going Torward as o theans for seeontiguring
the elien’s portfolio and desirod goals for the future. Thus,
based on actual market performsince, the client cam he agvised
{orat east presanted with the aption) (0 change or repriositize
their goals of redice orinciesse livestment Hsk, For exanphe
the client may he advised that their highly valued investment
ponli ean bis schieved simply by delnying retivement for one
year (the dare of retivertivat in this case j2 ndt a8 ctitically
valued goal of the client), or hy dropping the mumber of
anomal vieation teips at retireinent frdin 4 1o 1, Furthenmon,
the metbod atlows 1he adwisor amd client 1o make sligh
champes lngoal prioritics that cowld allow the client to keep =
Tow-yanked goal, even though portfilio performance hos heer
lower than pormal. This differs from present merhods in
which advisors sitoply adwise fhe client to “wait fur the Tong
werm™ (e oo action) save more money or elimibate one of
more of the lowest mnked goals when the pertfelio perfonms

ly;
pwln one aspect of the invention, an assessment of goals of an
investor is carried out By a financial advisor. The fingncial
adviser niny te an individual, s oaganiztion, veeos ormore
organiaions, atd may include the use of progiummed com-
puters. The invostor may be any legal or natueal person or
gioup of parsoris, Typically, the ivestor will be an individoal
or couple, bt conld also be an institution that has 4n irvest-
mesnt pertflio snd labilities it wishes to fuad ke an endow-
menl; pension find, -or foundation. The example below iy
tailored o financial advising for individuals or couples. How-
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ever, such priociples may be applisd o investors oiher than
individualy;, for example, these principles may be spplied to
vharitiss sweking proper munagement of finds or emlow.
ments. In this exareple, s financial advisor will obiain eertain
information. from the individudl or couple, who will be
referved 1o as the client.

Refertng to FIG. 1A, the Hnaneial advisor may ask the
chient for centain backgraund infortation at slep 105. This
information is typically bricler and easier ©© ohtain than fhe
typee ofinformeationtypically reqeired in designing a financial
plan. Becanse of the amount of uncertaintiosin the futire, the
Teformaticon eollected does not sieed 1o be 58 arduous as is
typical in planning because there are many detadls thet are
imrpsterial in the comext of 1be overall vast nacartainty of the
future: In general, such tafornsaion intludes broad bt per
detsiled information abeut the elient and the client*s currsny
finances, infoomation vt anticipsted futurs jncome of the
client, and theyYike. Information sbeout the ctent inclades sneh,
a8 age (m- apes if the “clienl™ i3 & couple), current assets,
TNt Speome, CurreRt rmtdence, and cimen! expenses.
Information sboot fiture income will be in the nature of
-assamptions 25 10 future income from sources other than
Hvestmants, such 45 earnod income, Social Security, por
sions and other sources of rescmses, Regidence s inipbrtan
for caleulation the impact of local 1axes, inchiding state,
ottty and muricipal ted. The namve. oF This information,
will vary if the technique is applied to investors or clients whio
are not individuals.

Faving, received this relstively sitaiphtfotwaed Siforma.
tion. at step 110, the firemeial advisor now asks the client to
identify their goals, as at block 112, Goals typically inetude
thi: sivailutritity of resonrees ot various times, soch as u rnge
of annual incomme duting retirernent, a-desired range of funds
in s wstate at o particular poiot, A range of desires for- antiel-
pated lage expenditures, such 96 educatitng) sxpenses for »
child, major future purchases swch as a vacation home, a
redivement vacation travel bidget, o desived estate value at
death, or any other pxpenditare of sty description. Goals tax
be relatively serious or frivilous, apd no accounting between
Ther bty ¥s. riade doring the goal idetification phase of (he
methid becamse traditional financis] planning methods have
gdvisors copthing clients abait heing realistic in goal setting
which elitminares the potentisl for achieving “Trivolous " goals
this methed of financial advising would enable, Parthermore,
ihe kinds of goals will vary batween chients. Por example, a

childisss couple rmay have oo necd for an estate or to pay for’
education. The advisor should be careful to dicitall of the:

gowls o the cliept, including both commen goals and those
thatsee fark or evet bnigoe 10 the lient. The wivisor, baving

obtained the identify of the goals, at bluck 113, then cop #sk
therelient to identify-an idanl viloe of sach goal, asat step 118,

Valies of goals can be in the form of an ides! rirdment age,
or an ideal munber of annual vacation trips during refirement.
Either valyes can be bt the niture of oneormore planned cagh
withdrawals at otie or more defined points it the future, or for
TECHTH DR expinses oF 2 foture mdjnt excpersse (2., “the bench
hivisse™). The vahse of goals nray also include wmouots und
timing of savings to be added to the portfolio prior to retire-
et

Tdealvalues of gowls are those values which she elieut most
prefess in each separate category, without regard io whether
achieving cach of these ideal values is realistic. The advisor
shiouid communicate th the idett] goals need not be reslistic,
all taken together. In peneral, clients will want to save less,
retire soapi, avaid risk, have a grester retisement income,
and have 3 larger estate, and (he idew] values of gials will
reflect these desires. Any appropriate verbal formutation may
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be wsed by the olient and advisor 1 communieale the ideal
value of each poal. The ideal vatue can be expressed viriously
depending on the puture of the goal, 43 noted above, in terms
of tipniig (ideally ns.soon 88 possibie) and valies Gdeally as
much as-possible). The ideal values of goals are received by
the-advisor, s mdicaed by hlock 120, and recorded.

The advisor can theh ask therclicot t idamity “acceptahle™
wvalues.of each goal, as indicated by block 125, An geceplable
value of a goal will generally the a smaller dollar vitdue, such
as of apual retirement ineome, oo sstate, fanding for educa-
tion of children, or 2 Jarge filure purchase or a later date, such
as when one ratives or 4 fater date for a larga fotnre piribuse
thas the client would tind ns aceeptable, {x. they wonld be
satisfied compromising the goal (or delaying it) to that level if

iwere navessary 1o achieve another goal they personally

valued monre.
It shauld be noted that the: acceptable size or Uming of a

poal s not the smallest or katess Bearable or tolerable amonn,

butt rather 1s the smount that is sufficient for the client 1o be
reasonably Plessed. When a valne  FERISSENLE 4 e, such as
pevirsnent age or o date of a major foturs purchuse; w- be
desmed an acceprabile value of that goal, the date must be
sitfliciently soon thit $he client will be reasonably bappy. It
will be understood that s vanety of verbad formdations co be
used by the client and advisor to communicate the acceprable
watue of vach goal "The accaptable gouls are reoiived, as
inadicated a block 127,

An exemplary illustration of idesl and acceptable valies
foor o variety of goals iy shown n FIG. 2, in which the “client™
has jdentified an deal retiventent age of 63 yeurs, and an
acceptable refireyent age of 68 years, Likewise the client has
itdentifien ah ides] travel budget goal of 525,000 and an
acceptable value of $5,000.

Upon regeipt of these values, the cliend is then asked o
provide relative vaduee for each of the gouls, as indicated st
bick 128. These must be provided in & pumerical form for
purposes. of calowlatzon, but can be obtained in verbial foc
frome g elient 2ud then sonverted to a pnmernical form throogh
interpretation by the advisor. The client way be prowpred o
prowide the relative value, of for example, schieving an garlier
retircrieat date, Versus their Hfpatyle onee retired, of ereas-
ing the amount saved ¢ach Year pricr to retirement, of tehic-
ing thieir Trave] tdgiet peio toror daring retircneny, ofmdug-
ing the pmonnt of an estate, of reducing e maximizm dmaun)
available for edvcation of children, and the Tke. For example,
while: it mny be acmptable to- have & $5,000 tavel budget,
would it be worth it 16 you to Jeliy retiverent one year if it
meant you.could have 2 $10,000 retirement travel budges; The
set of relative values may involve, if dotier in other methods
without the Jitniting hounds of ideal and 2ocemable profiling
a8 in this method, a cather unwicldy large set of questions,
witdeh cowld be presented inthe formatof s questionnadre. By
this méthod, having the constrainied bounds of ideal and
at:ceptable goals to work from, simplifies the process 1o
terely giving o relative valoe dontria amongst goals, learned
by Ihaadwsormasmplecmwmtwmmp:ﬂmps with the aird
ol a simple goal muteix.

There sre pumercus manners of inquiring sbour such pref-
erences, Forexample, relative weighting may beinquired ina
verbal forroat, suich ag“Is an early setitemon as important as,
less important thap, much Jess important than, more impor-
tant then, of mach more important than, having, additional
income durtig retirement?™ Thie questions may be asked with
quantitative values, such as “Is delaying retirement by five
years abnut the same. a8, fouch prefecable to, somewhat pref-
erable Vo, sotuewhat luks preferable to, or very much loss
preferable to, having $3,000 less in annual spending during
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wirerment?™ As gouls are gendmlly expressed In cerms of
tinding and mometary amounts, the cornparisons will involve
pelative weighing of these types of values. As will be.appre-
ciated, this munner ofquestioning and of relative weighingof
goals cain and-will be applied to:all of the goats identified by
the client so. that a eimprehensive inierskytion of gosls is
devietoped and will be conceptualiy understood by the fibin-
cial adviser fop him or her ty lonmulate their reommendatjon
far thie elisot. This conseptoal imerrélation will ensblé the
rlient and financial advisor 1o obtain a deepier understanding,
of the relative Enportance of each ofthe client’s goals that is
suhstmmally more nianced thamechmqum in the prive art
that require the client simply to rank gosis in sseending or
egeeniding ovder. The interrelatiors can provide insights 1o the.
clica thernselves abiut the relationships of goals in o way
that they may not have previously considered norunderstood.

Utiinnataly, g goal st iz developed, similar to the one
iMostiated i FIG. 3,90 which goals ace Tistéd on the vertica)
ankd acceplable coinpromises are fisted on the horizontal: As
can.be seen, the matrix can provide an caxy visual comparison
af each individoal goal againg each other goal, 1o the iliug-
trated embodiment, the client has identified that in order to
weduoe the nvestment sk i the ponfolio, they wenld be
willing (o retire later aod/or reduce the size. of their estatis A
firther analysis shows that, as 1 1he latter two goals, theclient
wonkd be willing o reduce the size of their esteve in order to
achieve their eatly retirement age. Atranging goslsin 3 matrix
alews the financial advisor w determine the relative impor-
tance of eaeh goul ermparéd 10 each other doal, which then
allows the advisor to propose arecommendstion that provides
sidficient confidence and comfon of achisving or exceeding
those goals eueli chient niguely valses, withoot uunecesssiry
sactifios 10 theis liféstyle and avoids nonecessary investent
risks.

Alsrnativifly, the fiospeial adviser can vge the matrix to =

identify lower ranked (perhaps even frivolows) gaats which
cén heachieved gither thaough a minar changs in the client’s
investtent allocation (fe, a wmisor facrease o investment
risk) or only slightly reducing or delaying other goals. Pro-
viding guch an additions] benefit to the chient will msult o
significant eustomer satisfackion, compuréd to traditivhal
practices of profiling the client 10 be ealistio at the beginning
which would ignore what would otherwise be copsidered o
frivoloiis goal, or it simple ranking methods where frivolons
goals would he complelely eliminuted due 1o their low rank.
The use of & matrdy provides an additional ndvantage, in
that it can point out gpparent contradictions in the client’s
relative vauations of goals. As can be seen from FIGL 3, a
contradiction appesrs in the client’s prioritization of retire.
ment age and estate size. The client in this example has
identified that 10 erder 10 schieve their early relivement age
they would be willing 16 teduce the gine of their estate, how-
ever, they have also identified that in order to achieve their
state-goal they would be willing W retire later, The identifi-
cation of this contradiction highlights the many times fine
differences exigt hetween goal velues, and thus canbevsedhy.
the advisor aad the cligntto obtain jn_dwpwmﬁmtsndmgof
the actual relative prioritization of these goals. fn the fllus-
trated example, wpen identifying the conflicr, the advisor
eeuld ask the client maore detailed questions sbaat theit rela.
tive prioritization of estate value versuy retirement age or if
there are preferred values for citber between the ideal wnd
seteptable extromes the advisor may want to consider when,
designing 4 recommendation. For exampte, i delaying retire-
ment by only ong year confidently “buys’ an estave equal to
what the eouple inbesited [rum their parents of sy perhaps
$500,000 (far above the acceptable minimum estate, yet far
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below The ideal as well) the cliem may be-wiiling to e it
trade of deleying mimement one year. ikewise, the client
may be-willing t0 compromise their estaiv below thal $500,
000 namber if any other ponls (travel bixdget, retirenont
lifestyle, retirmment age eic.) must be compromised 19 only
steeptable levels to have sufficient overall confidence.

After recsipl of (e relative gual valve information, ws
indicated at block 12¥, the Binancial advisoruses the matrix to
develop-# recommendation, 43 indieated at block 130. [ the

- atialysis, the ideal and acteptatile vildoes aTgoils are wken ai

extremes of each of the-goals (i.¢: they are bookends). Each
goal has.a representative doller vahie of schisvement (o:p.
cost of the "heach house,” cost of “child's college teition”,
both in ideal —the isost, aivl accepiable, i.0.adequate). These
asscrnbled values along with the advisor”s uaderstanding, of
the relitive prioritiey amongst goals are userd by theadvisor to
build a recommendation.

Thy tideisor then vses these virtues aod pecforms shomla-
fions of varigas meade] allocations, and puking sssamptions
abeart the futwre perfarmance of fhe associared: capital mar-
kets, The sdviser uses the resilis of these simabations- in
combination with the goals mawix of FIG. 3 10 determiine
which mede) allocation will allow the cliont 1 achieve their
most ighly valued goads, which gouls, i sny, will nied u be
adjusted closer to their “acceptable” value, and which goals

can be-achicvisd at or near their“Ideal™ value, Likewiss, vaing

this method the advisor can also recommend which lower
value goals can be achieved with only slight modifications to
thie walues of olber goals (.. increase pre-setiremel savings

by $X to arhivve oné more Jamsien wip per year fn retine-

mignt).

As will be appreciated by one of vrdinary skill in the art, »
variety simulations can be performed. In a pieferred embods-
mént bf the inventive method, the capitel market assumptions
an thase based on the agitmption that aseets in o pouﬂ:l’in
will be invested passively. As previously discussed, investing
in aetively nidnaged inviestrent altematives curries a risk of
‘materially uoderperforming the relevant asest clises to
which the 1vestment belongs therehy iatroducing a risk not
heing madeled if one uses only the risk and retum charster-
Istics of the agset classes. Although actively managest jovest-
ments alsovarry the potertial for returns that are substantially
ahave those of the associated ssset classorelasses, iLis knovwn,
thixt agy active impleentation has the potential for u wids
mange of possible outcomes (from mueially underperform-
angt the market or ssset class fo substantially out-performing
the market, and all points in between) thus k6 carrying antd
introdueing a leviel of risk that is difficult, if not iepossible, fo
adeguately prodict, and thus cancprovide widely varying ont-
earnies fram year 10 year. Also, in the absente of being ahle tor
Lesow this risk, any coufidence numbety presentod o theclient
can be substantislly Hawed 1fthis sdditions] risk beyond the
asset class uncertamty was hot tonsidered. Saying aclient has
82% confidence if investing in these asset classes {le. pas-
sively) may be 8 roasonably and directionslly sound repre-
gentation. However, saying the clismt has 2% confifence
based on the asset classes modelod, oo investing in 8 manner
that intrixduees ai appartunity for exceeding macket resnilte
and a.risk of materially underperfoarming ke results (nes-
ther of Which were miodelad) makes that confidence number
of questionable value 1o the client hesanse it can be substan-
tially flewed. Thus, recommentations should not include
mungauy agsets il any activelymanaied fund. The fac
that a givert find or find manager has done better than the
markets i the past is not an indication. that the fand will be
more spctessful in the funre, Thesncertainiey involved ja
ivesting i any manner other than fully passive investrent
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creaie a divergenee hetwoen the predicted probabiliny. Rather,
the inclusion of actively managed fands in.a recommendation
craalas.an gdditional glement of uncertainiy. Mareaver, there
fs oy reliatle model for predicting this additionat element of
uncertainty, althsugh one can model poteatial impacts of the
amount of oaceitaiaty intreduced and based on the confi-
dence sod comfort targeted under this method, even & sl
amount of active uncertuinty (i.e. well below any actual his-
woricsl ranges) introduces s iratiobal imvestoent risk that
eonld be avaided. With a managed find, ohe cannot we sta-
Aistical techniques to accuritely model the sk of inderpér-
forming or outpeifiwming the marot but the possible risk it
indroduces dan conceptually be estimated mad shown o be an
irrational risk this method of advising would avoid based
upert 8 key teoet of the raethod of avoiding vntecessiry
investment risks.

By contrast, the ke fpsissive investment slternatives pro-
vides # relatvely high depree of predictability (b the foretast
sirmulaticns. Atthough such investments have essentially no
chance nf ever siguificantly owperforming the associated
assed. class or clusses, but likewise they will never awterially
underperform their classes by more than their expenses which
can be aceurately modeled. Thus, passive Tvestments form
1he basis far inviesting using thia -prei;ent b, by aveiding
1he npnecessary tisk of potentially material market under-

p

The model vsed to simudate market results is preferably one
thist bears a realistic relationship t aginal historical market
returns: However, o well-designed mode] shouid notshivishly
follow the data available for Listarical markets. Historical
market data is available For only & imited period of time, apd
only represents 4 partog of the oucomes possible in the
futare. A, wiell-designed model s valid regardless of short
term ket changes. A model that shavishly follows market
reitns, soch s modeling baserd on the most secent twenty
years; changes éach e pew data is.added. Even for long,
perinds of iave, such sy 30 years, the Hmited histaricn! data
the industry has shows that for volatite sssets like large cap
stoicks, 30 year retuns based en monthly dats back to 1926
show g 30 yeat aversge vt rEnging fmm 211 10 14.29%,
If one uses either of these 30 year resuliy as gn nput fo a

siminlation engins, thay would ke simulating a 50% chance of
doing besser o wiarse tha the market hag ever done, whichis.

statistically efruneous, Such depeadenee on trailing returns is
not. approptiste. for g rehable model of market behavior.
Indeed, depending o the time period seleeted, thuo will be
signi ficant varialion when a mode] based on tailing returns is
tested againgt sctual historical refurns. A modef with Mgher
lovels of confidince will not be so dependent on the datn. A
mode] usiog Monte Carle analysis is preferred to mode! the
possible fune resadls to coable the espansion of the prob.
sbillty thar we hive not yet seen either the best or worst the
markeds may produce,

A-owethdasipned moced will show sarious defined charac.
teristics when compared with historical resulte. OF courss, in
conidiseting such a comparison, it showld be kept in mind that
historizal resnlts pepresent. a reletively shart pirdod, and a2
relatively small number of pofeatial results. A well-designed
model should include resnlts, in such arsas 45 average retirmn.
arsl srandard deviation, st the extoenges that £all beyond actvsl
historical results. For exaniple, at the 5% and 5™ percentiles,
stmarlated results should be respectively, higher and lowet
than the 5% and 95 pereentile for historical results depending
o the. number of simmlations being run . . .., mathemati-
#aly the greaterextronies will exist in lacger number of simy-
Tatiotis, though their probstilities of acewrence onesea kia-
tistically valid pumber of simulations has heen run will be too
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remote of a probability 1o be usefal in advising a clign abow

& dynacnie and chaoging set of goats and priveities. The best

and warst resulls should be hetter und worse than the bestand
worst historical results. Chherwise, the simulation woulkd
indicate thatthe worst o best possible results had vcenrred in
the relatively short periad of time for which, there is accurate
data. The dmaunt of the varistion should depesd on the vola.
tility of the asset class. For example, simdluted results wili be
vary close 1 real resnlts av the 50 percentile for Treasury
bilks, and wili gencrally be forther away from real resubis 4s
the maiket becoines more volatile, such as small caplm]ma—
tion. stocks. Testiog should also indicate that the veriation
hetwern the simulsted retioms and actusl retory, ot the
extremes; is gredfer iz assét classes with higher vlalility, For
exutvple, the best wnd wort results Tor small cap. stocks are
likely to be significantly better and worse, respectively, than
the historical resulis. If the model is found not fo predict
results alang the foregoing Koes, then the model may be
Jound to be unrealistie. The modeling, assinnptions should
thes be adjustod.

Assol elasses candneiude all U5, stocks, US. large capi-
talization stocks, 1.8, large capital growth stocks, one or.
more foreign rearkets, U8, mid-tapitalization stm:ks, 1.8,

siall capitalization stocks, Tyeasury bills and bonds, icspon
rmite and mmaicipal bonds of various maturity, cash, cash
equivalants, and oiber classes:of assets.

The tegting of the motls] shewdd take into account variar
tions in historical markets. For example, using randomly-

selected historicel results in the generation of reswms i 2

Morite Caro siemnlation can result in oheaining an‘excessive
nuvherof selected restlts from gither bull or bear markets, If
duts from those markids sppears excessively in shoulared
returns, the silated retums can b skewed excassively ina
positive or negative direction, Thas, the inpuis for the Momte
Carliy data should e yelosted so Thivt unusnal resalts, such as
thost from the-unusnal bull markets of the 1990°s, or thase
fren the Jorig béar market of 2000 t 2003, are oot dverrep-
rosented.

Madels which are found to predict that an excessive per-
centane of outepmes will be warse thm history ase inagpro-
printe, us a plan bised o yuck « madel is likely 1o result in
unuecessary sacrifice ta the lifestyle of the client. Similarly,
midels which are fownd 1o rosult in an inapprpriaely fage
percemage of outcomes supetior to history will overstate the
cenfidence that the client can have in the recomimendation.
Maodels that £} 1o acconnt for fuctuations io markets (e.g;
agsuning 2 coostant gnoual rate of retum) will miss' signifi-
want isks associated with et foctuations apd completely

jgnore the wneertainty of futae markety,

By employing these sinulated return lethnities, the advi-
50T desdgns an spprapidite recommentation for the ehient, In
the process of designing o recommendation, the finansini
advisar tests the effect and sensitivity to various goals based
on. their eomeeptiial nodersanding of relatfive privritic: and
fteratively works their way to the best solution among the
goals, priorities and dewre lo avoid or fglerance 16 sccepl
nvestiint gisk. The recommendation thet mesults will ut 2
minini fulfill atleast all of the acceptabie values and dates
of the goals of the client while providing as litthe deviation as
pussible from the idenl values of those goals that the ¢lient has
indicated are most importint. The goal mattix is used in this
process, This-may bean irerative provess for the advisor, and
it msy involve the creation of a gumber 56 st plaas tharare
developed amd compared using the goals matrix. While ane
tnight be tepptid 1o create a testing algorithun, the required
inpists would be unwieldy oy previously discossed and the
prectical reality that the-clieat's goals and prioftics will
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change thvoughowt their e aoyway (clienl’s ae not clair.
voyant) meke such an effort a rather vseless expense of
enpepy-and Jead 10 8 [ilwi senseof precision thar fs inadvisable
considering the vast unceraintics of the future,

‘The financial advisor will develop these resommendations
uEing B compirer haviog vericus hackground informatian
refating to the client stored thendi, Thus,; the client”s back.
ground mformation will typically be siored in memory ar oz
some foren of storage mediom, atd 4 prograni running ot the
computer (or 8 ¢onnecied computer vVia 8 network connies-
tion) will use the background infiyation in concert with the
markét sirindation techniques to develop the woommends.
tion. The recommendation will jnchide. a current dsset
wmannt, the time and gmiowt ol all contribntions (cwrenthy
plaonedy vy the portiolio assets, the tinme and aount of all
withdrawale {eurrenily. planned) from the portfolio dssets,
sl allodations of assety smong one or mare classes of pas-
wive investments, which allovations mey be votstant ar may
changé &t varions Lmes.

‘The:apprapriaw recommendation will bave sufficient it
nut expsssiveconfidence of excertling a recontmended resuly
for each. geal, not betler than the idesl vakue and not worse
than the scteptable value, As previously noted, 3 recamimes
dalion with better than the ideal value of & gl is congidered
ungesirable, because it would indicate that some other goal
hag been sacrificed unnecessarily or that the clisnr s sserific-
ing tot much by contributing more to the portfole than iy
netpusary and thus will have less cash available for present
(i.e. noweretisement) use. IF the ideal vadue of the goual hig
been properly elicited from the client, a target better thun the.
sdeal value will be of no or almost no additions) value r
utility to the client.

Tt will ber undetstond that a part of the process of the
evahsation wder this method is running @ sevies of simala-
tions iy appropriate modeling, se disenssed above. 1 will
be appreciated that appropriate modeling, provides superior
restlts, da: does nokeontain un-wodsled Hisks, As previously
explained, the modeling of copital markets is preferably car-
ried ont assuming passive investment altermatives, The adyi-
sor iy tely oo priertestiog of capital ikt modeds; or may
ke the additional stepof conducting 4 comparizon. As indi-
cited at gtep 140, the appropriatengss of the model for the
partienlar recormendation may e tested by compariag
against historical rebults, using techniques explained in co-
pending 1LS. patent. application Ser. No. (%/434,645, filad
Nov, 5, 1999, titled “Method, Systern, and Comptter Pro-
gram IurAudx[mganmal Plans;” 0 David B. Logper, the
entive contents of which 15 incorporaied by reférence hevein,
As noted dbgve, i the imodeled results differ significantly
from historical ressilts st the 50 percentile, or differ inappro-
pristely dt tha pxtremes, then the mode] must be re-evaluated
undd wltered 1o provide gppropriate resnlrs. Thiz is indicated at
step 145. The recommendatica can then be re-evaluated, and
vigry noed.to be abtered by the advisor, as indicated atstep 150.

Thie selected recommendation can then be prasented to the
clien! (stejr 155) in 2 report sinuar to that shown in FIG. 2,
whith csn be partof s kger repoit, in electronds ar hard copy
form. The recommendationwAill inglude an assessnrent of he
enrrent copfidence Jevet, the secommended size apd fiming of
giuals, tesommendations: for svesttaent, aad 4 range of port-
folio values within which il is not necessary 14 re-evaluate,
whetherany changesam neaded based on the:imarket’s hehav.
ior (deiitified by the “comfon level” zone in FIJ. 2). The
portfolie value “zones” will be discussedl further helow in
eonhiextion with FIG. 8. The recommendation includes ree.
ommedded vislnes of ghch goal, ntt bietter than the tdeal valie,
and not wopse than the accepiable value. Investment recom-
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mendations are prefivably classes of assets whichi sre. pas-
sively invested (e.g. targe cap, mid cap and small 2ap stocks,
Toreign stocks, Treasury and or muonicipal or corporate fixed
ineome nedurities, aad cash oquivalents),

The clictit can review the recommenidation, and provide
fieedback or question the advisar about the recomumendmions
forthe itnpact of altemative stlocations, récomamended values
berween the ideal and acteptable goals;, eft. Thit could be
esded due to the concsptual nahwre of the discussion of
relative priotitivs. These reasons may pointontan error in the
daty abtaingd as 1o the identity of the poals, the ideal and/or

acceptable values of the goals, andlor the relative valugs

ethodied in the goal matrig, Afler consvitation, the advisor
can make the appropriate changes, and then repest the steps
above of desigming o recommendation. The rewised recom.
mendntinn i then provided ns the cliant.

Using the relative poal-weighting techaigue, it can ofien be
Found that a relatively small chatge in one goal (e:g. increas-
ing retirernent age by one yearwhere client loves their joband
dossnt mind warking s additional yeac), can be sufficient te
ke a-signiticant change io another goal (=g buymg heach
house 5 years eartier). In general, by increasing savings dur-
ing, working yeuars, delaying setivement, and reducing spend-
ing during retivement, 2 gramer likelibopd of EXCERDING
all of the client’s identified poals oxists. However, ii is an
oapontant feators of the present fnventipn that the advisor snd
chient recognize it such sieps ivolve some certainty of

-sacrifice for the client, and thaf a recommendition that

achisves too high a cerainty of exeeding o1l or mostofone’s
gorls more goalsiney not be desirable because it can yndoly
zaerifice carrent or future enjoyment of the only life the client
has.

Once ugain, the importance of investing in passive invest-
weat alternatives is considersd key 10 providing the client
with a recomemensabion that includes a8 seemmie estimate of
the confidencelevel being represented. As previously stated,
a reasonable estimate of the confidence level can oaly he
provided when both reasonabile capital market assumprions
are use and passive nvistments are ssswned. I the advice to
bes provided wens (o e for investnent of tne.or more aseels in
imaigged fands, or in iodividual stocks, individual parcels of
real pstate, or other assets-that bebave differantly than the
cajitad paarkets that were modeled, then the coufidence baing,
represenbed to the clieat will be Hawed beeuse the specific
uneeriainly introduced cannol he predicted with certainty,
was fot 3ocinited in the confidence calenlaion aad therefore
cannot be modeled to produce iy paxﬁcu}arconﬁdence-levei
that vrudd be mﬂummm A recommendation of
portfolios, carries a degree of trpredictability that makns
them less desirable foruse with the present method because o’
this wnwertainty of their fatore bebisvior (we can reasonably
eatimte potential merket uneertainty but not haw any ene
money marager may behave} apd the inportance of the con-
fidence calenlation buing an reasonable estimate in the valne
provided in this miethod (a0 abvious contradiction exists if
one is. measuring und advising to have sufficient b oot
xenssive confidence but how one Dplements B introduces
an mkmwahle effect o confidence thnt iga’t modeled).

FI(79, 2 and 4 show an-uemplary form used o copvey
information reganding the recommendation to a client. The
method of profiling, the client®s goals cad be noderstood by
cotipaiing (e resilting recommendation for twe clicis with
identical baekgrownil information add, ideat and acceptible
values of goale, but whe have different relative welightings of
those poals. I the example o FI3. 2, althoygh oot shows, the
chient has priotitized the following poals: (4) retirement
income, (b) minimum savings prior t retirement, (¢} educar-
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ing their son through graduate school, and () maximizing
their travel budget in rebrement. The resulling recommerdn-
tion meats thefr desived ow level ‘of savings, aroual travel
budger, und support of (heir son's educution, while other
goals are compromised much eloser 1o the aceeptable level
bt bnportaitly are peseradly 0ot completely efimitated
unless the value 1o the client wes extraordinacily Jow in eon-
taxt of other goals, In the example of FIG, 4, the recommen.-
dation reflests gouls thar, although nor shown, e gignifi.
eamly différerit than the previous client, The highly valaed
onls of the client in FIG. 4 are: (a) early retirement, and (&)
a ynfniomim vecie 0f an sytace—hers, an sstate of 51,000,000
{in this client’s case 1heir desire was to not spend principle

miwaaungtommmnthzmaispmdwgpowwaﬁhw_

portfolio). The goals are schieved here by compromising the
amount of savings prior to retirement as - well as anincreassd
investroes xisk.

FI(38. 2 and 4 also place the recommiendsd, ideu] and

accapteble wihyes of gosls on.a eontipuum of comfort assess-

ment, This combined package of the client’s 1ife bong goals
glong with the recommended investment strategy/allocation
0 passive vestoxents and approxiinate oiorent portfoliooval-
uew. are sembined 1o ealoulate those future portfolid values
neressary 1 bave snfficient confidence-(L.e. avaid o much
unicertainty} and those petential future pordolios values that
woilld place themn at excessive confidence (le. oo much
sacrifice to their lifestyle). In this example, thers are thres
cateperies: “socertain” —where confidence is desmed oo
low to huve reasgnable somfint aout one’s atility to Hee as
curtesnly planned and recomemendsd and the risk of undesived
material changes i thersfiore too high, wnd is thus wricoept-
able; “sacrificg™—where there is a ceriainty of givitg up
excessive tine or curreat or future spending and lesves one
with » very high likelilood (Le. 9096) of lenving an éstate
larger than planned at the price of other goals and/or wnnec-
assiry investrtient risk (volatility of the itivc;wtxmm portfelio);
and “pomfort” —which provides an approprimte balance
between the risk of tob miuch ubcertainty and teo much Jif-
wstyle sacrifice, As shown in FIOS. 2 and 4, the “comfbr”
range resides betwisan. 7549 and H0% canﬁdence The recam.
wended values of goals will be somewhere within this “cormn-
fort” rauge. The acceplabie vakbms of gosls noanally fa0] jn
the “sactifiee”™ ragion, while the jdeal values of goals nog-
malky regide in the “ancertain” region. While this is not nec-
eqsarily nlwiys the cage, ideil and. swepptable ses of goals
that fall in inappropriate areas offir another oppormaity for
the advisor to goach the vlient about needing 10 be more
realistic about their scceptable geals (J.e i the scoeptable
falls below the comfort 20ne) or to coach the clhient that they
sanhave granderaspirstions (i.e. iFfths idisal goals fall into the
sacrifice zous). As the grophical display shows, thete is a
range of potential autdomes and targeted potential portfolio
valows where if onés goals reoain unchunged there is wo
resizon t be concorned |
course vary for the panicnlar dlient,

"The *eomlon™ or “eonfidemee” valtes reprosent the results
of the historical marker analysis and/or Monte Carlo analysis
of the: yelevant capital wiarkets based on the pussive invest-
meit allocatieny recommendsd by the finanoial advisor, 1o
one embodiment, 1000 markel environmeritg, both goad and
bad, are simulatesd based on thorowghly analyzed capital nise.
ket assuinptidns designed io 8 manoer to realistically model
the natwre of the poteatial range of eapital market outcomes,
The “wensford™ or
those . 1900 simiilations n which the elient's poals die
pedad.
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T ovder 1o appropristely imglement aid manage te -
ommendation created using the method as deseribed so far; it
i impurtant that the advisor wid client penodically monitoe
the efficct of the capital market results on the progress heing,
madé of the recommendation m erder 1o keeg the clicot ratio-
nally confident about their financial futnre yet avoid undue
sacyifice or capltalize on opportinities t redive Investment
tisk, As part olthis monitaring step, the advisarand elieat can
make changes necedsary. 1o mainiin a recommendation
within the “comfort™ zone throughont ins life. This periedic
review is importasd because it allows the advisor and client i
efficiently 1emct 10 make sppropriate changes to ihe recom-
nieadation when actugl market povformance is oiside of the
performance needed to maintain confidence, and avaid sac-

- tifice. Bt alse allows the cleny and advisor o address any

changes 10 the clieat’ s gonls or wlative priorities among goals
that have necurred since the previous review period. Thus, for
exarnpie, wherk actual madit perfoemacce for the period
wepe worse thap required 1o maintain sufficienl confidence,
the advisar can resommend a change in allocation, an
Increase S0 contribotion amount, or o change in valoes.and/er
privritization of goals it order to maintain the client within
the “comfart’” gone. Corresponding changes ¢an be made
whivez-getual market parformeancs for theperiod was better os
well offering the opportunity to increese goals, obtain goals
earlier, or reduce thie portfalio msk.

‘The ponadic riview adventageously will also capture
changes 1 the client’s ghaly, o their ideal/sisaptable values
al’ those goals. This provides a degree of Bexibility 1o 1he
recommeidation that comsponds 1o the nataml changex in
the chizn’s life and their financisl and other pnunnes Thus,
where the cimnt ariginally jdeiifiod "paying son’s education
expenses,” as 4 high priority goal, this goal could be elimi-
oated whiere, for example, the son receives a schwolership or
decides o 1o attend eollipe. Likewine, if the client is the
Beneficiary of & Jarge family estate payout, the Pre-Retire-
inent $aviogs valoe could be chanped acenrdingty.

Additionally, even if the client does notadd or dedete poals,
they will be requested to review their existing goal mairix o
incorporate any chatiges to the relative priovitisdions of their
fols represented in the metrix,

Once anyfall changes have been identified, a caléukation
el be made of nesdod poifolio values necessary for the

liemt to remain in the “comfort™ zofe. These miults can be
-provided to the user in the form of & graphical display similsr

%0 thut shown in FICH 8, in which pordolie value is indloated
on the vertieal axis and client ageis indiéated on the horizan-
tal axis. Again, the “comfort mnge s identified in the copter,
with “saerifice™ and “oncertaind™ sbove and below, reapec-
tively.

It witl be understoed, referdng to FIG. 5, that the:range of
porttolia valies bused. on the uneeriainty of passive portiatio

-allocation naturally parrows as the'end point of the plan, and

a certain. dollar amount, is approsched. Thas, the middle
raage in FIG. § represents the portfolio vatues that wonld
produce 75% to 0% confidence at each year throughout the
elienrs life. This is in confeast to curent methods of prob-
ability based finaneinl advising, in which the range of risk
actoally expands toward the end poiot of the plan,

Using the inventive ppethiod, the finaccial sdvisoraod clent
are able 10 make penodic sdiustments 1o the clignr's recom-
endation in order (o ensnro it remains within the “comfort™
zone. The fasncisl-sdvisor will sdvise the client 1o review
and chanige the portfolio if the value approaches the edge oF,
ar falls watside of, the comfort Zone, If the mrkels have
unexpeciedly high returns, sueh as those fron an exteaoidi-
oarily upnsial bull maret, for a time perdod near the bogin-
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ning of the retommeidation, the plap assels, or ponfulio
sssets, will likely exeped the upper lunit for that year {or other
time periad). Thas; the advisor ean secommiend a chunge to
the recommendation that would move the plan o thesac-
rifice™ zone back down ot the “comfon.” zone. Such
changes could, for example, include a reduction i Annal
Savings (FICGS. 2, 4], 2 reduetion i penfolio visk, increasing
Plapngd retiremiznt income; ele. Allemztively, if the markets.
have ratens that produce portfolio valhes less than the lower
Limit of the comfort zone, the adviser would recommend
similar chianges to the plan {&.g. a change to goals orvalues of
goals, increase investement visk or dming of goals) o place it
buck within the “comfnt™ zone. As previously méstioned,
how often sach gvents ocour s centralled by the target con-
fidence raige. ¥ the range were dn the middle, say # comfort
range of 43-57%, many market environments wonld require
significant medwtions W goals (dearly Balf) Whereas if the
range is tou speall, say 80-32%:, while negative adjustments
would be less frequent, positive chaniges-would ocour very
frequently only with a frequent likelilivod of neediog to bie
reddijond onee again in the fomre, While the specific values of
75-90% are not rigidly required (obviously these are depen-
denton how the capital market assumptions.are built ss well)
the notién is that matket behavior driven chunges are ot

frequent and are unlikely 1o he very extreme by measuring

confidence tovwird a tadl of the distribution with the sddstilted
it favor of exceeding client goals (clients can change their
poals and priprities at auy time and is ohviously alwaysbetter
to get » bettar understaniiog of what how they woild ke to
live their Tife), and positive changes to goal recommendatians
are more frequent than reductions srdelays in goals, and that
pusitive improvements 10 recommendationg (enbuneing ree-
ompiendsd goals) aie no more likely to need 1o be reduced
sgain bater than any recommendstion previeusly mide (again,
voptroiled by measwring conlidence toward the distedbution
tai} that favors odds tilted toward exceeding the results)..

Likewise, if there §s @ bias in. the capital market assump-
tiving which cansed the moduling to be innccuraie, the post-
frilio value review will tend to reveal such: assunptions. For
example, if the assumptions were ovedy pesstboistic, te porl.
Todio value might tend wward the upper Lot of the comTort
2eme, If the assumnptions were averly opticistic, the portfolio
valoe might fend towasd the Jower Lirnt of the domfort zone.
Appropriate changes to the assumptions can then be imple-
tinted, _

Referring to FIG. 113, the sep of moenitoring the et
statis of the regommendation and making appropriate
changes Is indicated ut step 160, while the step or reassessing
client goals it indicated at step 165, and the step of prepariog
new repominendations based on those goals and the elient™s
current sirnation and evaluating the model used o genérate
stich recommundation §s indidated ot steps 130-180. T iz
ooted that the timing of this periodic review is not critical,
thisugh in a preferred smbodiment the reidew wonld eceur
quarterly. When ap alterstion scciirs in the client's goals tr
their vefative Importance, as noted in block 175, the firanciat
adwisor ot abtak the chient’s gew gools sodfor it new
relutive weighting, ag indicated at step 180. The financial
advigor then prepares 4 new recommendation for consider-
ation, taoorporating the client™s corrent posds, angd dévelops 2
preposed recornendation based on thie modified gal infor-
mation, » indicared at block 130, A revided recommendarion
is presented to the eliegt (step 158), along with a range of
portfoliovalues within which the client would remain in the
comfort zone and would therefine not requirs reassessment if
goals and priorities laave not changid. [Fihe peformance of
the. markets (and therefore also the passively invested putfo-
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To(s) wiich cannot sterielly. underperfomm, the markeis) is
within 1he apprapriste raige, and the client’s goals have not
changed, then the current recommendation, will cémrent pas-
sive investments, i used, as indicated by step 190,

Providing the client-with sn ssésstsnt similar 1o that of
FIG. 55 highly advantageous to the client because it provides
% clear and casily vodirstmdable indication of progress
oward the goals they wish ta plan their life sroumd, and
clearly places this progress within the context of the balance
between undue sacrifice and excessive uieertabty previougly
discussed. Using the present methed, the client will easily be
alle totell, basesd on 'what bos happe ned with the performance
of the portfalio, when a change in the meommendation is
required to maintain that balance,

Thepresent methad sigmificantly differs from sonventional
pribr art methods in that prior ant fethads ofieh sttempt to
assess The psk based m erely om a client™s stated willingness to
erichare Josses in their porttblio or some other mathematioa]
method; Such # willingoess to eadure rigk baurs fitthe or oo

rélpticiaship 1o whether stvepting such risk makes sense for

what the client wishies t actieve when sonsidering sooopts
able compromises to goals that would enable them to.accept
less investment risk. Alse, vsisg such a prior-ait ik sssesse
met, the cliert has no way of knowing whether ar Whes
losges incurred as lime psgses arcsufficientte tiggera review
of the braditiona! finaocial plan.

The prosent metliod Also Jdiffers fiom the prior art in that it
employs pagsive investments whose potential wide range of
futire potentiol behivior can be relatively accurately osti-
mated. This is in contrast with typical financial platuing
systems which advocme the use of aetively managed vest-
menf abternatives, whick. inteoduee a sk thet the client’s
portfolic may materially underperform the assoviated asset
clngses, and whose future hehavior can oot be aconrately
estimated,

Tt should bie noted that the client should be advised that a

Teassesmment ¢f the reconimendation is advisable whenever &

goal is added/deleted, the ideal or accepble viles of a

#isting goal hias changed, or the relative priosities of any of

the e.mslm,g goals has chatged (stop 175), Fhe samie & trua for
changies' in backgroind information, such as where a olient
receives 7 significant inheritance, thereby. increasing the
prevent portistio balance, Previously accepiable. goals for
savings may beeothe unatiainable; such as where & client
loses & job apd is therefore foreed 1o save less or when the
olicat recuives 4 promotion that may wke sdditional savings
less of o burden and thewby ensbling more, or greater, or
sooner goals to be medified, or partfiolio sk reduced. Addi-
tiomally; aceeptable and ideal valuss of goals for post-reting.
ment spending may change if a clienl 35 promoted and
becomes sccustomed 1 o more expensive lifestyle; 4 child
who was expected 10 require substaniing college twition, pay-
ments may choose mot to go 1o college or may obtain a
scholarship, thereby eliminaiing a goal of providing for the
child's education. Likewise, a cient may change jobs or
careers and decide that an early retirement is of less value to
thea than ather goals.

T wlll b vsderstiod et the prodess of muonitoring the
statns of the recommendation and the client's geals and their
rative importance preferably will contioue trvughout the
duration of (he: financtal advising relationship with-the cligil.

The mathod of pravidieg advice 2ecording o the mvention
can be gonuralized. In 4 generalized form, @ miethed of the
invention j5 used 1o provide investment advice 2s well as
advice ahout thebest choioes abaut 1if¢ goals piven o st
twee goals {one Being some targered end vahee or series of
spending goatsior linbilities, and the other being the desire to
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svoid vanecessary investment sk}, In this gemeralized
methed, a tlien! may e an individoal, corperation, or insli-
tution. Background infmation may inehode 4 cuerent port-
folio value, curnenl program exgenses, and ettrren develop-
ment expenses, for example. The client is prompted ta
identify a speaddiog o tanget ead gonal, their tokerxy for
iuvestment risk and their desire to avoid investment risk, and
[dentify both ideal and avceptable values for cach, Thegoals
gy vary depending o the sature of the elient. For exanaphe,
for a charitable institttion engaped in planniog investmert of
an saisting or vewly domsted: som, the goals may loctade
Jevels of investrent risk,.a desired anmual iodame for pro-
:gramg, an anmal budget for development and 4 desired vahie
of & portfolio at 2 certain date in the Futre. The client is then
prompted to identify relative. valves of such goals. A chati-
table institufion may weigh a desire to engagie in presont
spending against 1 desire to have s large son in the: futore for
a capital project. A recomtendaiion imnder this mithod
appropriale 10.the client, fhe goals, the ideal and accepfabie
vatnes of each-goal, mmlame values of all goals, may then
be developed. As with other recommendations, the invest-
wents must be passive. in onder for the confidence assess-
ments o be direcuonully socusane. A raage o vidnes on a year
by year basis (or other (ime period) may be provided within
which the goats of the client can be reasodably copfident of
exceeding such goals, yet avoiding vedue sacrifice or exces-
stvp compramise 1o the zoals cart be caienlated. If the value of
the portfolio Falls onlside this range, then e recommenda-
tion should be reviewed. Bimilarly, if background informa-

tion changes, il gools are addiad or deleted, or if ideal or

aeceptable valoes of goals ehiange or the relative weight of
goals change, then the recozunendation should be reviewed.
The method of prviding, advice, inclading the steps of
ohwining background information the client, identifying 1 set
of client geals, idenlifying jdeal and acceptable values for
ench goul, and 3dmufymg redaiive weighring of the various
goaly, and disigning arecommendation with results for cach
goal not better than the ideal value and ndt worst fhan the
agoeptable valug, may be applied nsing a variety of gch-
hiciies of messuring the confidence und or likelihood af vard-
pusouteomes, In one preferred embodiment, the technique of
using A Monte Carde based. madel nfcapital nyatkers, proparly
considering the market™s nacetrtainty and lehavior n randoin
time perinds and specifieally not ignaring the risk ofactive
{rvestimionts peteritis] visk of materia] voderparformance s
assessed and can be used in thedevelopment, and in the funure

wssessment of the cimfidence of 2 recammendation, eveis. if’

the recommsndation is got developed: aod reviewsd using the
goal-based metlwids set forth sbove.

The present viention can be embodied i the fom of
methods and spparatus for pescticiag those methiods, The.
priset irvéntion ean alse be embodied in the fom of pro-
g corde srabudied iy tanjible mediz, suchi as floppy dis-
kettes, CD-ROMs, hard drives, or any other machine-read-
shle stomge mediuin, wherein, when the program code is
fomded dnto and executed by a mackine, such s 4 wmpu!m
the miachine beconies in apparatus for pracmng the inven-
tion, The proseut iiveation can:alse be-embodied in the form
of progrm code, for example, whther stored in & storage
meditmn, loaded inlo andfor skeculed by a machine, or truns-
mimed oversome srarsmission medivm, such a3 over eleetri-
cal wiring or.cabling, threargh fibier optics, orvig electromag-
netie radiation, wherein, when the program code'is Joaded
into and exeented by o machine, such as a computer, the
machine hecomes an spparatus for praciicing the inventivt.
When implemented on a genaral-furpose processor, the pro-
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o cock skgments sombing with the-provessor - provide &
anique device that aperitos analogously tospecific kigie elr-
CRItS,

While the iovention has beon degeribed with refersnoe 1o
preferred embodimentss, the invention shiuld not be reganied
s Jinnited to preferred embodiments, bt t inclnde varations
within the spirit aud ssope of the invention,

The invention elaimed is:

1. A method of financidl sdvising, comprising:

determining by & compoter an initial valoe of & wlient

mvestment partfolio;

obtaining by the computer a Jist of client investment goals,

thie list inchading ideal and seceprable vahses forerch of
the investment goals whesein the ides] value of each goal
comprises thevahng for that particulargoal that the elient
maost predées to seliieve, and the accepiable vatie of each
goul comprises the value for that partientar goal thal is
lews profersble w the cligntcomperad o the ideal value
but that is still acceptable i the clienly

obtaining by the computer a relative valse tomparison

between paies of investient goals within the Yist of
goals;
simulating by the wrmpater a plurality of mode] mvestouest
pottfilio allbeations over a predetermioed tme perdod
using a capital market modsfing technique, the simula-
tion socounting for dmvestments -and expenditures
planned 1o necur during the predeternmined e pesiod;

determining by the computer a recommendation compris-
Ty 2 investonkns sliokition and a recommended valne
for aach investnent goal, where the reconmended valoe
for each geal iz not better than the ideal value and not
worse than theacceptable value, wheseio th recorimes-
dation is determined vsing the using the relative value
cooaparieon, the ideal s scooptable values for sach
goal, wod the shrolation of the plurality of portfolio
allocations, whereiit the recomniendation has 2 mea-
sured coafidence of exceading the meommended value
for ench poal, and wherein the measured confidence is
within 4 predefiped range; and

commricating the meoramsndation 1o e client.

2_"The micthod of elaim 1, Whsesin the popdolio sllocntions.
incinde only passive iovestments in order 1 avoid the possi-
hitity that the client Savestment portfolio will materially.
wnderperformn the recommended portiolio asset allocarion.

3. The method af claim ¥, wherein the market modeling
technigue coinprises 8 Monte Carlo analysis of putgntial per-
formance. )

4. The method of claim 1, wherein the idesd value of gach
goul is expressed efther in terns pfa soonest time for achicy-
ing the goal or a largest doflar value of the goal; and the
acceptable valve of each goal is 4 woatler dolfar value or »
Tater diate for achieving that goal compared to theideal value,
and that is still acceptable 1o the client.

. The method of elaim. 1, wherein the step ofd«tmmmg
4 reédmmenclation vsiog the relative value comparisen fur-
ther comprises determining by the computer whether avie or
e dow valued geals cin be achicved with roodifications (o
the values of atber gosls on the list,

$. The. uethad of claim 1, wherein. the step of obtaining a
relutive value womparison further compeises dwelnpin,g i
thatrix of the. goals that représents (he relative comparistn
betwern the pairs of invesithent goals, ad the step of deter-
mining arecommendation comprices using the goal matrb 1
develep the recammendation.

T, The methed of claim 1, further covmprising:

petiadically mémitbring by the computer the rsconumends-

tion to determine whether, based on a cusrent vejue of
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thies clignt investment portfalin, e recommendation still
has suffictent but not excessive confidence of exceeding
the recommmended st of goals or whethee new advice is
necded; and

reperforming the simulating, determining, and communi-

cutiog steps i e recommendiation dows not provide
sufficient contidence; or has excessive confidence.

8. 'The method of claim 1, further comprising:

determining by the computer whether the clientwonkd like

10 acdd new poils or remove goals fremethe st of fnvest-
ment goals, or make changes to the relative value ¢om-
parison; and

reperformzing thie steps of simulating, detercining, and

communicaiivg if the-client has.wided or removed goals
or matde changes o he selative valos Sebparison.

9. The method of claim 1, wherein the measurad confi-
denein of erceeding the recomumended value for each goal is
determined by caloulating a percentage of & pherality of dif-
Jerent sivinlatiting in which the recommended value for each
goal is exconded,

0. The method of cfainm 8, further comprising:

comparing by the compuier the calculated pércentage-of

the phorality of differem simwlations in which the rece
penmmended value for each goal is excesded 19 a prede.
termined comfort zone to determine if the caleulated
percentage falls. within the comfurt zone, the comfort
zone representing 4 range of confidence that is neither
gxeessive nor insufficient.

1L The mathod of glaim 1, wherstn the ides] und sccept-
able values for.each goal comespond te 4t Jeast one of 4 dollar
ameount and'a tine for nchieving the goal.

12. The method of caim 1, Tudber comprisiog:

perindically monitoring by the computer the recommenda-

tion 10 determine whother, based an 3 current valoe of
e client Invemment portfiliv, the measured contidence
is siill within the predefined range; and

mepeeforming by the compuier the simalating and deter-

mining siens if the measured confidence is aot still
within. the predefined range.

3. A device Tor financial sdviging comprising,:

a processor configured for deterdainiag &n inttial velue of a

client investment portflio;

the processor fisrher configired for abtatning a st of

client investment goats, the list including ideal and
aeceplihle values for each of the investment goals
whercin the jideal value of cach gosl comprises the valoe
for that patticular goal that the client most prefers to

achieve, and theacepiable value of tuchyoal comprises.

the valve for that particular goal (st is less preferable to
the client compared (o the ideat value but that is sull
auceptable 1o the cliént,

the processor Firther mnﬁgumd fai pbtaiting a relative
vahe compatson between pairs of investment goals

~ within the list of goals;

the processor further configneed for simmidating a phoratity:
of mode] investment pertfolio allacations over 2 prasde-
terpnined tione perdod using a capitad marker modeling
technique, the simulation accounting for investments
and expenditures planned \o oopir daring, the predeter-
mingd time perdod;

the processor fursher configured for determining a recom-
mendation. comprising an investioed allopeation amd 2
recommetidind valoe for each iovestment gon), where the
recommended value for each goal is not btter than the
iden) vadue amd 1ot worse than the scoeptable valoe,
wherein the wecommendation is detsmmed nsing he
using the relstive value comparisen, the ideal and
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acogptatile values for each geal, and the simulstion of
the plulity of portfolio allocations, wheeein the recone.
mendation has a meagured confidence of exceeding (he
resarmendsd val ve loreach goal, and-whirein th mis~
gured confidence 32 within 4 predefined range; and

the progessor further sonfigured for communicaring th

recommendation to the elimt.

14. The device of clains 13, wherein the portfolio aflaca-
tians include oilly passive invesiments in order to avoid the
possibility that the eliem investraent portfolio will maoterialty
underpecform the recommended partfolio asset allocation.

15 The deviee of claio 13, whetein the madket modeling
techuique comprises 8 Monte Carto.analysis of potential per-
formanee.

16, The device of claim 13, wherein ths iflea] viloe of cach
poal is expiossed either in terms of a soonest time for achiev-
ing the goal or & Jamgest dollar value of the godly and The

weceptable value of wach goul i 2 smaller doller valee or o

Tater date for achivviog thut poal compured ta the ideal vilue,

ained (hat is mill acoeptable ro the clent,

17, The davicie of claing 13, wherein the processor provides
a recomnrendation using the relative value comparison by
firther deténmining whether ane or morg Jow valued goals
catr be seldeved with modifications to Yhe vidues BT other
goals on the list, )

13 The device of claim, 13, wherein the processor is furthier

confignred fof developinga matrix ofthe goals that represents

the relative comparison hetwesn the pairs of investmient
ioads, and wheredn the processor provides The recopmmenda.
uon firther gsiug the gosl matix o develop the revotmmen-
dation.

19, The device of clajm )3, whirrein this processoris further
configured for pariedically monitoring. the recomméndation

1o determnie whether, based on 2 ourment vedue of the cliept

Investeot portfolio, the reeommendstion still bas salfoiem.
bt got excessive confidence of execeeding the recommended
set of gouls or whether new advive is necded;
and
wherein the pricessor is further configured for reperform-
ing the stomlating, detormining, and commimicaling
steps if the reiommendation does not provide suffieient:
confidence, or has excessive confidence.
20, T devics afuhaim 13, wherein the progessoris fusther

configured for detenmining the measured confidence of

-w&cwdmg the recommended value fov each goal by caleulat-
ing & perceitage of @ plueslity of differen siomlations in
which the recormmendad value for eich goal is exceeded.

ZL.The device of claim 20, wherein the processor is further.
vanfigured for comparing the calvalated percentags of the
plurality of different simulations in which the recommended
vadue Tor each gonl it eXieded 19 3 prodetermingd ombirt
mnetedmmmﬁthamlmﬂamdpcmmsefam within the
comfort zone, the comfort zone reptesenting 4 range of con-
fidexoa that is neither excessive nor insufficient.

#2. The desiive of claim 13, wheredn the ideat and socept-
able values fur each goat carrespond to at teast one of a dollar
amoont and a tine for schieving the goal,

3. Thedevice of elairn 13, whergin the processoris firther
configured for periodically monitaring the recommendation
by determing whether, based oo 2 curiant value of the client
inveslment portfolia, the meusured confidence is sB1l witiin
the: predefined rangs; aad wherein the processor is further
oonﬁgumd fot veperrforming the sitnvlating and deteroining
steps if the measured confidence is not stif] within the pre-
defined ravge. _

24, The devics of claim 13, wherein the provesser is Birther
configures] for detéemining whether the client would fike 1o
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add new gouls or remove poals feorn tae Bt pf irvesiorent
goals, or make changes to the relative valte comparising and
wherein the processiy ks further configured for repeclorm.-
ing the simulating, deverrnining, and communicating
steps if the client has added or removed goals or made
chages 10 the relative value comparison.
2B A compulerreadable storage medivm having com.
putér-réadabie prograny code for fnancial advising Qored
iherein, the computerreadable program code comprising:
eomiputer-usable program code for detemining an initis)
value of a client investment portfolin;
compiter-usable prograen code for obtaining a List of client
invesinent goals, the list including ideal and acceptable
values for éachiofthe investment poals wherein the ideal
valye of esch goal comprises the value for(bat particolar
goal that the client most prefers to achieve and the
accepiable value of each goal comprises the value for
the particulae goal that is less prefersBle fo the clieot

compared to the ideal value but that ik still scceptable to

the: client;

compurér-usable program code Tor obtaining o relative
value comparisen. between pairs. of invesiment godls
within thi Tist of goaly;

computez-usable. progrom Sode for simubating a phurality
of model investrent portlolie zllocations sver 3 prede-
Teemined tinve: perid nging g capital mrsdet modeliong
technicjue, the simulation aceounting for investenty
andd. expenditures planned to actur during 1he predetes.
mitied time period;

computar-nsable pragram code for, uging the relative vatue:

comparison, the ides) and accepiable values for eacd;
goal, and the sipmlation of the phuraity of portfolio
allocations, determining  recommendation comprising
an investment allocation.and a recommended value for

ench investment goal, whirethe recommended value for

wach goal is not better than the ideal value and not worsa
iz the aceeptable value, whesein the rcommendation
has a measared confidence of exceeding the recom-
mended value for each goal, and wherein the measused
sondidkmos is within & peedefined rnpe; and

wompiter-usable program code fior comniunicating the ree-
ommendation to the cheut,

26, The somputer-redable storage medivm of ¢laim 28,
wherein the portfolio allocations melude only passive invest-
ineuts in onder 1o aveid the possibitity that the client invess-
ment portfolio will maternily underperform the fecom-
mended portfolic asset allncation,

27, The computer-ridable storage medion of clain 15,
whetein the market modeling techniqoe compiises. a Mame
Calo analysis of potential performiance.

28, The computecaeadable stomuge medinm of claim 25,
wherein the ided! vilue of cach goul s vxpressed sither in
termy of a soonest time for schioving the goal or 2 largest
doflarvalue of the goal; ind the acoeptable value of each goal
i a smaller doliar valueor  later date for achicvinig that goal
compared 4 the ideal valie, and that is atill seceptable to the
elien.

29. The computer-readable storage medium of claim 25,
farther curmprisiog:

computer-ngable program cikle for determining whether

ope ar more Jow valued goals can be achieved with
modificatinns to the values of other geals on the list..
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30. The computesreadable storage miedivm-of claim 23,
farther comprising:

uomptitar-usable progrem code for developing » matrix of

U woals thar represenis the reletive comparison
between the pairs of invesimisnt goals;

wherein the compuler-nsable progeam code for delermin-

ing a recommenskation paing the celative valug compari-
son further uses the: goal malrix to develop the recom-
mendation.

31, The compnter-readable sorage medinin of ¢laim 25,
further comprising

computer-usable progran éade fir penodically monikor-

1ng the revommen dation to desersting whethier, based on

a cument value of the client investment purtfolic, the

recommendation. st} has sofficient but not @xcessive

confidence of exeseding the recommended set of goals
ar whether new advice js needed;

angd

somputer-usable program eode Tor reperforming the gimu-

Tating, determining, and cammunicsing steps if the rec-
ommendation does oot provide sufficient confidence, or
has exvessive confidence.
32, The compntec-peadable siorage medinmn of claim 25,
whercln the computer-usable program oods dbtesnsioes the
méasured confidepce of exceeding the recommended value
for each goal by caleulating o parcentage of a phisality of
different ditnlations in which the recommended value for
each goal is excearded.
33, The computer: etdable storage medinm of claim 32,
fisrther comprising:
computer-isable program code for ¢omparing the calci-
la@@dpmmﬂg& of the plrality of diffsrent sisulations
in which the recommended value for edch goal Js
wr.cended 1o a predetermined comfort one to determine
i the calewlared percentnpe fills within thie comfon
zone, the comfart zone representing, & range of confi-
dénr: that iy neither exeessive nor insufficient.
4. The computerseeadshle storage medium of ¢lpim 25,
wherein the ideal and scceptable values for each goal corre-
spond 1o at laast one of a dollar amopnt mad & twe for
sediieving, it pog
35, The qunputeﬁreadab]e storage mediam of claim 25,
foether comprising
computerasahle program code for periodically monitor:
ing the recommendzion o determine whether, based on
- current vatue of the client fovesyoent partfolio, the
measored conifidence is still within the predefined range;,
“Hrid

compiterusalbile piogiam code for seperfrming the
simulating and determining steps if the meusured confi-
dende is Aot still within the predefined rmag.

36, The computer-teadatile storage medivm of clatm 25,
further comprising:

computer-usahle propram code for determining whether

the eligrit would: like to add new goals or remove goaly
fromthe listofitvestment ghals, or makic chanjzes to 1he
rislativs valye comparison, amd

computer-ugabile program code for réperforming the sinmi-

lating, determining, and communicating ééps i the cli-
wnt hag. added or removed goals or made changes to the
relative value compurisan,

* % W e
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o COMFORT ASSESSMENT
s Z ACGEPTABLE
o, o -
75% pr?2, RECOMMENDED
70% A RS
) RN S N R A Y
At DR R
40% RO
gg?g AR
£33 UNCERTAIN F273 COMFORT EASAGRFCE Do
IDEAL RECOMMENDED ACCEPTABLE
ZONE UNCERTAIN COMFORT SACRIFICE
COMFORT LEVEL 13% 8% 08%
SIMULATIONMETHOD ~ MONTECARLO  MONTECARLO  MONTE CARLO
DEFINITIONS: |
UNCERTAIN: CONFIDENCE TOO LOW, SIGNIFICANT CHANGES TO GOAL MAY BE NECESSARY
NOW OR IN THE FUTURE

COMFORT. SUFFICIENT CONFIDENCE WITHOUT UNDUE SACRIFICE, CHANGES TO GOALS
MAINLY TO BE MINOR AND MANAGEABLE |
{27 SACRIFICE: UNNECESSARY SACRIFICE TO LIFESTYLE OR UNDUE INVESTMENT RISK

[DEAL RECOMMENDED | ACCEPTABLE

RETIREMENT AGE

CLIENT B3 65 68

SPOUSE 59 81 64
RETIREMENT NEED | »

CLIENT $120,000 $120,000 §110,000
TARGET END VALUE £2,000,000 $500,00 §100,000
AVG ANNUAL SAVINGS

PRE-RETIREMENT §32,034 §32,667 364,251
DEFAULT INFLATION RATE 3% 3% 3%
EDUCATION YES yes SOME
glg?(lAN RETURN 6.72% 909% 1.07%

STD, DEVIATION 7.96% 14.45% 21.54%

DOWNSIDE (95%TILE) 5.56% NT1% 18.65%
OTHER GOALS

GIFTING TO SON $10,000 0o NO

TRAVEL $25,000 $25,000 $5,000

FIG. 2
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708 e T N
| RO R RN
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COMFORT: SUFFICIENT CONFIDENGE WITHOLIT UNDUE SACRIFICE, CHANGES TO GOALS
MAINLY TC BE MINOR AND MANAGEABLE
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TRAVEL $25,000 $25,000 $5,000
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METEOD AND SYSTEM FOM PINANCIAL ous Anaocial plans, These siomlations cen provide resolts
ADVISING which include a vonfidenice level and thecefore either an

CROSS REFERENCE TO RELATED
APPLICATIONS

This application i a continuation applicetion of U.S.
patent applicatipn Ser. No. 11/014,378, filed Dec. 15, 2004
now U.S, Pat. Mo. 7,765,138, which is & non-provisional
application of U5, Provisional Application See. No. 50/530,
144, filed Dec. 17, 2003, and is a continuation-in-part of 1.8,
pawtsqaphcm&er No 09/916,358, Aled Jul. 27,2001 aid
issued Jul. 14, 2004 as U.S. Pat. No. 7,562,040, which is a
aoip-provisions] of 118, Provisiongl Application Ser, No,
BOA,006, filed Ful, 27, 2000, and §s & contingaiion-in-pact
of 1.5, pateitt application Ser. No. 09/434,645, filed Nowv, 5,
1999 now abansdoned, whish is  non-provisional spplication
of 1.5, Provisidnal Application Ser. No. 60/107,245, filed
Nov. 5, 1998, the entirety of each of which applications are
intorporated hesein by refereace.

FIBLEY OF THE INVENTION

This invention relates 1o the field of finanwial services, and
in particular to & new methed of financial advising.

BACKGROUND OF THE INVENTION

Fhus feld of findnial wdvising includes various best prag-
tices. These best practices lhctude identifying a clieits finan-
il goals (e.g. desired retiveent aga,dwmd annual income
st etivement, desired vacation budged it retirement, dewived.
estate value at death, ¢1r.). In some application of general
mdumypmumhmnm all, clinnts Are alse asked fo rank the
stated goals B relative order of uoportance. Generslly
acceplied “Best practices™ also include identifying the client’s
sk ylerance and creating an investment allocation aimed
producing the highsst ftvan for the elient’s risk toleranosand
then baged on that atlecation’s expected return, calculating
the savings needed (0 ackieve the client's goals. In 4 conven-
tonal approach, fo deternune the clicut's risk toletnse a

financial advisor wses n risk tolerance questionnaire or asks.

thee client abont thedr tolerance for investrmen sk defined by
varicus mathematical methods like standard deviation, semi-
varignce or more commonly the Jargest level of anmial port
folin Jonses with which the client could tolarate. This risk
toletancemq;mrymey bemore muznced, such as attempting to
deternine. the amourt of assets or percentage of value of 2

retirement plan that the client is willing te put into assets of
varipus risks. Whatever method of attempting to 1denﬁfy the.

client’s risk tolrance is used, the result of this inguiry is then
usod in recomrending an ailocation and related investments
0 an individual Often, investors are advised 10 accept a risk
tlernnod that Is st or near the Cliont’s masdmyrm endurance
leve] for logses and or risk in their portfalio valoe,

Qffen the allocations are tested using 5 Monte Carlo simu-
lition based on assumptions of the capital markets, samples

of historical data, or both. The results of these simulations .

noruilly are used to conivey 2 confidende lavel and/or-a per-
centage risk of faiture o achiove 3 desired incotine level,
agsets a1 refirement or any other of the client’s identified
oals.
¥ lngtherapproaches, suchas wealth marmagemens, the client
myde&]eﬁ:etrnskm;eranceandgoals, and the advisor may-
provide udvice g, _asset allocation mlative to thase
rigks anid goals, Often, the finantial advisor has the capability
of ranning Monte Carda simulations of future vetorns of vani-
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implicit or explicit percentage risk f fajlure to achieve a
dogirod income level, assotsal retirement, ending satate value,
orother goals.As before, the client may be advised 1o allocate
thair assets in the asset classes modeled and 10 invest jo a
varigty ofmunageior untmaaged paetfiolio choices. Advisors
may advise the-client thal actively managed investmeny aller-
datives cravaxseed the performance of the asset classes them-
selves (1o, tht they cogontperform the miarked). Often, the
firct that such, actively managed investment alternatives also
carry the fisk o mumterially pislerperforming the mueket may:
ot be sdeuately conveyed to the clent by the advisor, or
such risk may simply not be adequately understood by the
investor, or the -advisorand that uncestainty 1 not tomriglly
considered jn e copfidence calenlation which normalty
relies on the.sigmulated parformance of only asset elpsees ta
congider the offest of the unceriainly of asset olass returns,

Therefore the additions] uneectaioty that aclive muinagsment
risls potentially underperforming the varions asset classes 35
noemally not considersd, Tt is ignored sntd therefore rendees
the confidence level of such simulations in esséice meantng-

Jess.

Typieal digelaimers wsed in the industry, which are in sig.
nificant part intended 1o provide Jegal safe harber to the
mdvisor (e.g. “past perftnmancs is not a guarentee of future
results™), may not adequately convey to the eliont the nature

of the risk in actively managed investmerits This s becanse

normally the vonfitdence caleulation was. based ao the uncer-
taitty of asset ¢lads retams; but actively managed portfolicos
may equal, exseed or undee-perfarm their respictive assat.
classes therdhy introdocing additiona]l nacertalnty absem
from the confidence caleulation. Therefote, what that confi-
denge funber mesns may or may notbe fully undwstondby
thies elint, or thes Bnaneia} sbvisor for tiat matter:
Furthermore, current approaches often involve periodic

seviews of the performane of the clieat’s portfolio. As part of
the review the clispt may be provided with & chert, grph or
other representation of hiow their portfolio has perfarmed
relative 1o the various sapiial markets (.e. the clieat’s optimal
allocation 1o various asset classes fm their ek tolerance), I

perfonmance was lower than «or assummed by the
adwwrmﬂxwrigmal consultation, the cliest may be advised
o changé investmeant IS, ‘Wit for a more fvorable
exrviroument for the mansger’s “style” or perhaps increase the
amowt conteibuted o the pertfolie. Alternativaly, the client
may be advised to-efiminste ope or more 61 the [owest-ranked
goals, If, on the uther hand, performance was berter than
expested, the client will typically not e advised to.reduce the
amount contributed to the portfalio, even if such 4 reduction
based on.ihe spperici performance mir:{:essihla(i ., mainiain-
log thes nngm.al “risk toleranci” |

Thus, there is a need mthcmdusw for a new method of

finuncial advising that <liminates the substantial uncertaintios
asscerated with investing the cHent’s sssets in actively man-
aged fovestment alternatives, does not position clients at their
maxinsum tolernnce for risk iF there are more appealing
choices the client coald malee that ensble themn to have suffi-
cient confidence. of achieving the goals they valne and thus
eliminates tip aforémentioned difficulties associated with
eonveying such fisks to the client. Furthermore, there s a
need 10 provide clients with periodic foedback that dogs not
wimply:chart how their portiéalio has performed relative th the
market, but rather provides cfients with a practical undgr-
standing of the concrets impace thit the performance b their
portfolio has had theix desiced gaats. There is #lso a need for

2 more nuanced approach o evalvating client goals, which
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coniprises more thay ¢ sinple Hocar mnking of goals, b
rather which interrelales pll of the client's gonls so that iha
chient ¢an make modk nformed and satisfying choices about
their goads in ght of the pecormance of their portfolio, Az a
_result, the inventive system will be more ighly valued by
clients compared 1 curvent apprmaches.

SUMMARY OF THE INVENTION

“The method of the inveation i disted to applying a new
method of financial advising that is more appropgiate and
mope highly valued by individuals because itis more reliable,
becatise it avisids the sk of nesterinlly undsrperforming mi-
kets, because it acoumstely. exposes not only risk over the
long-serm ponfidense of exivending a st of fitancial goals, but
importantly also aceurstely discloses and demongteates thie
shoitderm risks of chavge to the plan that are out of both the
client’s and financial sdvisors’ control, wiid begause it con-
tinuaily is modified based upon both. fortuite and unforfu.
e portfolio resulty, changing goals and privgities as well as
thie best choices the client can mske baged emthmrpem’ml
goals 10 maintain adequate confidence, The sdvising disci-
pling inchudes a new method of identifyiog andmaasmgam
turly the olient’s gouals, as in tradivioss] serviees, but akse
identifying and assessing thie price that the client is willing to
pay in e goal 1 “Day™ another gral (or portion of 2 goal)
that is valned morehighly. The method alse includes a means
of modeling the uncertainty in futere markets so that repre-
seotesd confidence levels cin be easily and fully podersood by
the client. _

The mithod includés s mieans of uging probability analysis
1o define the balance between 10 muely dokertainty and t0o
murh saprifice. Thus, the methtd combines mathematical
market mmlation with the pmfiling of the client” s goals, and
the balanee hetween o much awd wa little risk, to producs
both a recommended. package of goals and an invesiment
‘steategy that balance the desire to have sufficient contidencs,
avoid unnecessary risk, yet make the mcst of the clent's
lifestyle and do 50 in 4 manner that is casily wnderstood by the
inghividual mvestar. Thus, Monte Caslo sioaulation andfor his-
torical marker analysis can bewsed to model rmiscket noger
tainty in 4 manner that provides the client with a balance of
sulfivieat confidencs yet that also aveids undue sacrifice to
their goals. .

Fuebicr, thier nnethod inchudes investing, ﬁxclusiwly in pas-
“sive mtmmm, Tor which it iv possible to
prove in sl material respects the risk of undupufarmmg or
ontperforming the tarpetedl asset allocation, This i unlike
ackively managed investments, which carry the risk of mate.
rial uncertainty of underperforming or polentially cutper-
forening the asset allocation strategy,

The method further comprises a periodie review and
‘reannlysis.of the client's goals and the effect of the marker's
Tenpaston obe’ s goals as well as new advice tha contionpasly
mproves, mainitaing or corrects the choices the client s mak-
ing, in (heir Jife goals and pertfolio hased on both the market's
nnpact ‘ae well as changing noalk aod priedties, Guarterdy
reprioritization of goals can be performed, to aliminaté out-
dated goals or goals thet have become unimportant for any
reason, and 1o add new goals. The periodic review and
reanalysis also ancludes reviewing value of the client’s port.
fulin 1o emsure Tt it remains within the: “eetfort zone,” i.¢,
the balance between insufficient confidence and ton mvth
sacrifice fo one’s lifestyle. _

By properly assessing the client's godls and their relative
weighting, both unsieeptable sacrifive and insufficient ton.
fidence can be aveided. The proper relative weightig: of
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goals, in scsordante with this clicin's mbjective asscsmment
and the advieot's interpretation of that assrssment, I8 imipor.
lant in providiog advice thet minimizes any sacrifice as per-
ouiverd by the elient. A recommendution shonld inchude
targel vitlue for sach goal not warse than the aceptable value
and not better than the ideal value. A recommendation winder
this migthiod of finuncial sdvice will have rational, suffcisat
confidence yet avoid excessive sacrifice to one’s goals. Cl-
ents sre preferably provided with a range of fimure porifolio
values that wonld provide an scceptable range of confidence
as demonstrated in P10, 5. Recommendationy are teviewed
pesiodically for changes in client's gouls, changes in prios-
ties amemg chient’s goaks, und whether the risk of unmccept-

ableputcomes has become oo high (i.¢. too much uncertainty
which requires now adwice about the cholces the elient hiss to
bring the confidence level back into the “comfort zons”, or
whther the perforrmanee 6fthie portfolio has brought them o
thie point of having chelioss 1o increase goals or redoes mlg)

Berause of the wide rangie of nncertainty in capial markets
and changes to-a-clisnt’s fisture goals (in most reasonable
profisbility similstion’ methods, o client may have an equal
chance fie. | in 1000] t being broke-in just 4 few years or
dying with & malti-niillion dollar estate based only upon the
uneeriainly of dsset class retuns, ext:lusiwof:he uhesrainty
of active investment results relative to the markets and
exetuding the likelihood of fimre changes 15 cliem's goals)
and therefore the notion nfhmng able to haive certainty
avoid an unsatisfactory result is emroneous, Also, atiempting
1 provide the highest confidence level possible, con anly
come u1-the price of compromising client’s gosls and/or

accepting more invesinent risk which contradicts th notion

of avoiding nmnecessary sacriflce to the chient’s fifestyla. In
essence; in the absence of 2 reasoued actepable range of
vanfidence {i.e. atlempling 10 g&tmihﬂhlghﬂs‘lmnﬂdm
level posmhla) o amount of sonservatism (uerifice) is too
mmch. Therefore, this method embraces snd manages the
uucﬁmmﬁea of the future fo prvide contimons advice about
the best choices:a client ¢an nnke abodt their Hifestyle as well
as the optitnal a and avoidance of investment rigk in
Light of the ungeriainties of the fature, (ot caly in the mar-
kets, and not enky by m@ngﬁmaddadmrmmnf active
investrients, but also the uncerainty of the client’s desire and
willingness to vhange their gouls ar priorities throughout theiy
Tivéis us may be deticed, or a8 may be necessary to obtain.
reasongd confidence, based on how the capital rodrkets per-
Sotined.) This-methnd sccomplishes this balance of the best
choices Based un what is comently known, what is ¢umeatly
planned to be destred, and reasonable confidende considering
theieflent of the tnceriainty Of foture ssset clags returns an the
client's lifestyle and their willingriess to modify their goals.
While teaditions) hest proctices anempt 1o be *Hght™ abow
wherea client may.end up falling in the widermnge of market
tmceriainties (assuming they do net change their goals and
thair aetive portfolio implementation dossn't
the asset classes, obvicusly erroneons sssumptions that ren-
der sueh advice meaningless) the reality of the witke potential
axtremes of owlcomes sets up Snaneial advisors aod their
cliedt’s for a contigmous stream of surptiges without a nieans
of taking a determined coursé of action baved oo mndom
wmatket events. When short-term market epvironments pro-
duce disappointing resuits in traditional advising methods,
the typical first conmse of action, is inaction (... wait hecanse
we Tope in the Jong term things-work out). If shots tertn
market environments or fortunate active managamen selec-
tion proxnee unexpectedly positive resuits, traditonal best
practices novnal action s ageadn issciion, merely celebrating
the rindom or skillfal fortunate outcome. By contrast, the
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present methoxd of finatcial advigitg defines specific valnes n
advanee (see FIG, 5) where new advice would be required {if
the clients poals and priorities remsain unchanged) allowing
elient’s to prepare for and Koew whiat proden modifications
in terms of reducing or delaying godls (or-aceepting more
investmant £isk) make xonse baselon whet has happened in
extemely poor epvironments and where elient’s have the
chinice 1 1nexease a goal or bave the goal seoner, or reduce
‘investment visk where results are exveptional, in cither case
Tesjuiring determined sction of new edvice needing  be
designed. Critical to this prictgs is the creatlon of a canfi-
e range that considers the uncertakoties of the markets,
and that the“action point™ orportfolio(s) vaiue(s) {see FIG.5)
fow nevding compromising advice is relatively infrequent (...
the client wonld havs lithe confidence in an advisor if bl the
tirie their advice is 1o reduce gosls or delay goels and blf the
tme inceedving goals). Likewise, before goals sre added,
moved toan earlier dae ar portivtio risk s neredsed, thus
“wetting a new expectation for the client, it.is also imporiant
that there is fairly high confidense the addition or icrenss in
the goals will not need to be compromised agmin a1 some
fiture date i they remain wichanged by the client. Themfore
depeniling onthe approsch used 1 calenlite protsbilities and
how well the agsumptions are designed to caleplate the prob-
whilities, the prefernid embodiment wonld have more than
half of random mare EVirDAments reqtﬁnng 0o chauge,
less than ong in five roquiring s comnpronist and the rematn-
ing environments wxpidng o pnmnve change to goals, or
reduction in portfolio sk, assuming client goals are
nnchanged and the uncerninty of active investing 18 dvoided
(These are upproginations meant 1o convey the notion thist
‘¢lients would be move satishied with an approsch where port
foliv results tnabled what was anficipaved, or planaed on, is
either on track or beter ina significant majority of slient
review mestings). This maﬂmd'ac‘complishes thisby defining
the comfort zuie whera nocmal market environments do not
require new advice {unless the ¢lient chanjzes their goals or
rnm;nes), where particularly poor markets must be probabi-

istically extivion o mquimmpwmwwgmw, and where
fairly frequent posttive random markets results o oesasional,
mt more frequent (thin negative cutcomes J, opportunitics o
poduceadvive aboutimprovemments to.goals (or-portfivlic risk.
reducrion), Sucha relitionshipwith a financial advisor, whers
things.are vorpally “on track”, where poor markets. ace “still
omtrack™, where extremely poor markets have same prodent
athvice solutions that ar: unlikely to he extreme and where
orcasional favoralke markets have positive advice improve.
mants, drematioally fmproves the comfort and confidencis the
client has in the advisor, and the advisor’s advice and more
impoirtantly about the client’s lifestyle. An example of defin.
ing such a range wosld beé caleulating 2l of the futere port
folio values throughout the client’s time horizon needed to
Yiave 78% eonbidence of pxcesding the client’s ooereimly ree.
omnended goals (ie. 750 of 1000 statistcally potential port-
folio, results) aiil the portfolio values that would have 90%
confidence (Le. 900 of 1000 statisteally petential portfalio
resulty) in exeeeding all of the client goals (See FIG. $).

BRIEF IDESCRIPTION OP THE SEVERAL
VIEWS OF THE DRAWING(S).

Having thus described the invention in general terms, reds
erence will now be made ta:the accompaiying, drwings,
which mre pat nwema]y drawn to scale, and whersin:

FIGE, TA to 10 constitute 8 fow disgram guthining the
method of the present invention;
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FIK3. 2 is an exemplary repost genermied in accordange with
Ihe present method;

FIG. 3 is an exemplary goal prioritization matrix in accor-
dance with the present pithod,

FIG. 4is an exemplary report generated inaceordance with
the preésent methocd; and

FIG. § is an exermplary chiar generated fn accordance with
the present method.

DETAILED DESCRIPTION OF THE INVENTION

The presont invention now will be described wiore fully
berednafier with reférence o the secempaaying drrwings, in
which preferred embodiments of the ipvention are shown.
This ievention may, however, be embodied inmany differsit
Formy and shonld sot be eonstrued g2 lingtsd 1o the embodi-
ments set forth herein; mitier, these embodiments are pro-
vitkel g0 that this disclosre will be thomugh and complete,
and will fully convey the scope of the inventicn i those

skilled in thie art. Like numbers refer o like elements fhrough-
out,

A new method for Bnancial advising is disclosed with the
gonl-of findiog a balages for the chient between insulficient

confidence (i.e. too much mceriainty) and unnecosary wacs

rifice. Cirrent techniques attempt to identify the client’s
maximum fokerance for risk, and then to aptimize svset allo-
cation based on that nwexingsun risk, without consideration of
whether soch risk is warranted The clienk is periodically
advised of the sturus of thedr portfolio based on saosl perfor.
mapee of the market. Typicalty, this states review cinsists of
avecitation of the performance of the cliem’s pertfolio comi-

panod 1o the markert, Lasss oftein, the client is provided with an
updated % risk of not achieving their stated goals, or current
probability of “achieving” goals (which is actually the shance

i of exceeding, bt vavily is disélosod a5 gueh), I actual per.

formance of the cliemt’s jnvestment portfolio is poor, the
chant will usually be advised 10 stick 1o their long tern plan
i oe that things work out in the long teom or less fequently
10 increase coniributions to the pertfolicor to climibate one or
wore.of theirlew-ranked goals. Alernatively, il performance
is better than expected, the client may be sdvised to make no
changes (even if it would bi possible for the cliant to contrib-
wte Joss, whiky sill moajutxining the same risk of excoeding
their invesument goals). _

Thepresent method is intended t¢ belp the client make the.
most of this wne Jife théy have, by confidently achioving the

: geals the cliant uniquely values, withont nsedlessly sacrifie-

ing Wheir cusrent Efastyls and by avoiding nnnecessary jnvest-
et Heke, Thus, the methad obdaing Tram lieats only tat
information that s ecessary and material for the advisor to
wnderstand the clical™s goaks. It identifics the ideal dizams of
the clivat as well as the acceptable compromises, and the
pricrities and proportion in amonnl and timing among each. It
also avoldy unpecessary risk, and provides performance
benchmarks that are practically understandable to the clisnt
(0.8, “uying the bessh house™) It further provides e comfort
tange basid on a ratignal level of confidence in performance
of the fivestmient alternitives, thereby avoiding wor much
wneartainty as-well as 1oo much saerifice. Jt provides o means.

of winking with the client to provide sohticnd based on

acceptable compromises to schieve priotitized goals, and
prvides the client with an understandsble aalysis of the:
progress miade towand goels, while allowing the cliem o
change goals ar priorities on demand.

“Thus, the pethod B.wsed 1 sithject the client t o more
risk than is pecessacy to achieve the client's goals (e g0
mpre investmecn! visk than is necessary to permit the'client to
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tvelifés in the hest possibile way white actileving the goalsthat
the client values most iphly of partially in proportion o other
o).

Additionaily, the method ittiplemente a new notioh of how
each of the client’s goals interrelate 15 one another, and the
awmber af yoal achievenaent options that exlst depending on
theelient’s degires. The rethod comprises onganizing a range
af goals, interrelating their tuning {i.e. when each is expected
16 b “achieved™), and amounts (e, the rebative dollar “cast™
of exchgal).

The methed allows the advisor and clignt to reoricot and
revgvaluate goals goitg forwand as a means Fow reconfiguring
the clients portfolio and desivsd gouls for the fiuture, Thus,
haged oo acinal market performance, the chient esubeadwsad
{owart lennt pwsenwdthh the option) to change orrepeioritize
their goals or reduce o increase investment risk, For example
the: client may be adviged thit their highty valued invesiment
gonls cn be avhieved simply by detaying retirament for one
yeat (the date of retirement ig this case is not a critically
valned goal of the cliear), or by dropping the number of
annuiEl vacation trips ot retiretnent from 4 to 1, Furtbermons,
the. method allows the advisor and client to make slight

changes i goal priorities that could stlow the cliest by keep o

low-rankud goal, eveis theogh portfulio perfonmanos hag been
lower than normal. This differs from presemt methods m
which advigors stmply sivise the client 1o “wait for the long
ferns™ (L&, no action) ssve more moaey or ehrainate she or
mare of the lowest ranked goals when the pertfolio parforms
worly,

! In cne agpect of the invention, an assessmentof godls of an
jnvestor i5 carfied ont by a financial advisor, The financial
admsermaybemmdmdual A0 CAZANLEEON, Bt DI GF 0T
organizations, aid may include the nse of programmed com-
puters, The investor may be any legal or patrg] peson ar
proup of persons. Typically, the investor-will be s individiul
or couple; but could also be an institation thirt hay s irvest-
ient portfolio-and ligbilities it wishes to fand Tike an stidow--
tnent, pension find, or foimdation, The example below is
tailored to financiak ashvising for individuals or couples. How-
aver, such prisciples may be applied 10 investors other then
indivicuals; for example, these principles may be applisd to
charities mkmg proper management of funds or epdow-
oot T this ecarngsdey a finemcis] sdvisor sl ohtain cerain
information from the individual or couple, whi will be
refecred 10 a5 the eliadt. _

Referring to PIG. 1A, the financial advisor may ask the
client for cerfain backpround information at step 105. This
infowrmation is typically briefer and easier to obtain than the
type.ofinformation typicatly required in designing u financis)
plan. Because of the mmonnt of wncerldinties in the future; the
informiation eollested does not need 0 be a5 ardwous as is
‘typicel in planning because there are many detsils that are
immaterial w the context of the overall vast uncertsinty of the
future. Tn gengrs], such information includes broad bul nat
detriled] information about the client and the client®s cuteit
finairces, information sbont anticipated. fatyre jncome of the
-elieny; and te like, Information sbow the ¢liem inclnder such
#% age (or ages if the “client” is a couple), current assets,
cwrent incgane, cuent residence, and curent expenses,
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Inforrsation whout future income will e in the natwre of o

assumptions.as o Riture income from sowrces ofher than
investments, such a5 carmed income, Soctal Scourity, pen.
gions and ather sources of resources, Residknes is importan
for calculmion the impact of local taxes, including state,
couaty and. municipal Txes. The nature of this inflummsation
will viiry i the technique is spplied to investors orelents who
are notindividuals.
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Faving received this relatively traightforward ifomms-
tibn. at step 110, the financial advisor now agks the elient 1o
identify their goals, as 4t black 112. Goals typically inelude:
{he availability of resourees ot various tioes, such a5 a mnge
of annual income during retirement, a desired rasge of funds
in o gstate ot 2 partiendar point, « range of desires for antici-
pbed large expenditures, such g educationn] expenses for 2
¢hild, major filwre purchases such 25 a vacation bome, a
retinscent veition tevel bidget, & desied estate value at
desth, ur any other expendituee ¢f any description, Gogls can
he relaiively sedous or fravolous, sd pi accounting between
the ywe s reede during the goal identification phase of the
method hcause traditional financial planning methods have
advisors coaching, clients-abaut being reshstic in goal setting
which elimingites the potential foe schieving “feivolous” gouls
this miethod of financial advising wonld ensble. Purthermore,
the Kinds of goale will vary between clients. For exaple, a
childlgss couple miay hive no need for in gstate or to pay for
eduesion. The advisor shonld be careful o elicit 4] of the
goals of the vhon, foacTudiog bath common goals snd thoge
thiat are rare or even unique to the client. The advisor, having
ohtained fheidentity of the goals, at bleck 113, then can ask
the el bo identify an ideal valme of each goal, o at step 115,
Values 6f goals can be in the form of an ideal retirement age,
aran idest number of annizal vacativa trips g rétirempnt.
Other values ¢an be n the natore of de or more plansed cugh
withdrawals atone or mare defined points in the futhee, or for
recurring expenses or a futore major expense (e.g. “the heath
Youse”), The value of gouls muy also inchide amounts and
timing of savings to be sdded to the partiolio prier 1o mtire-
ment.

Tdeal values of goals are those values which the client most
prefors in each separate category, without regard to whether
achiesing woch of those ideal valies T realistic. The sibvisor
should compunicatethat the ideal goals need not be realiitic,
all taken rogethir, In geoerdl, dlients will want 1o save Jess,
Tetine sooner, avold risk, have a preater refirenyeit Tncime,
and have 4 larger estate, and the, isleal values of goals will
reflest thiese dosires. Axy sppropriste verte fortnalidion may
be used by the client-and. advisor 1o commumicate the jdes]
value of each goat. Theideal value can be expressed vaneusly
dcpmximg on the nature of the geal, a5 noled above, in termi
of timing (ideally s soon.a5 possible) and values (jdesily as

anuch as possible), The ideal values of goals are reeived by

the advisor, #6 indiutad by Block 120, and recorded.
The advisor can then ask the client to identify “acceptable™

vilues of cach goal, as indivated by block 125, An acceptable

valué of o goal wilk generally the g sonaller dolla value, such
as of innual retiretient Income, an estate, funding for edvca-
tion of childrem, orala:geﬁrtumpumhasaoralmm‘daw such
‘as when one retires or 2 Juter date for s hege futire porcbese
that the client would find as acceptable, 1.e. they would be
satisfiod compromising the goal (or delaying it) fo that level i
it wire pecasdary to achieve snother goal they prrsomally
val usd more.

It should be noted that the seceptable sive or timing of a
goaliy not the smallestor latest bearable orilerable muount,
bt rather is the amonnt that is suffickent for the client to he
reaspuably pleased. When a value represents » titne, such as
tefirernent sge or a date of 8 major flure purchase, w. be
deemed an deceptable value of that goel, tho date must he
sufficiently soos that e dlient will be rddsonsbly happy. 14
will be nnderstood thata variety.of verbal formulations can be
uséd by the clicnt and advisor fo commsusicate the acceptable
value of each goal, The acceptable gouis are restived, us

-indicated at block 127.
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Az exomplary ilhustation of ideal and acceptable values
fer a variety of goals is shown in FIC3, 2; i which the “client”
by identified a0 ideal retirement age of 63 years, and a0
acteptabie retitenent age of 68 years. Likewisethe elictithag
identified an ideal travel budget goal of $25,000 and an
acceptibie value of $5,000,

Upon receipt of these values, the client is. then asked to
provide relative values for exch of the goals, #s indicated at
blogk 128. These must be provided in a mamestcal form for
purpises of caloulation, bt van be obiasined in verba) form
from a client-and then-converted to a numerical form through
interpretation by the advisor, The client may be prompted to
provide the telative vitlue, of for exampie, sthieving sn.carlier
refiremnent date, versas 1heir lifestyle once retired, of increas-
ingg thie sciciant savid esch year prior to retinement, of reduc-
mgthe;rtravelbudge‘lpnortn or during retirement, of redisc-
g thie amount of anestate, of rducing the meaximum ameunt
availibile for education of children; and the like. Foregampile,
whiile nnmybeawepwblemhma $3,000 travel budpet,
wonld it be worth. it t vou to-delay retirement ong year 3 it
inenut you could havea $10,000 retirement tzaveslbudget The
set of relative values may involve, if done in other methods
without the Brmitiog bounds of ideal and scceptable profiling
a8 in this method, a rather unwieldy lage sot of thsmns,
Which conld be presented in the format of a questionnaire. But
thig miethod, having the conktrained bounds. of ideal and
scceptable goals to work from, simplifies te process to
merely giving 4 relative value contrast smongst goals, learnad
by theadvisor ina gimple conversatiotorpeaps with the aid
of a simple goal mateix.

There:are munerovs manners of inguiring about soch pref-
erences. For exarmpie, relative weighting nmy be fquised in a
verbal format, suchas “Is an early retirement as important a5,
Jess important than, wuch less impertant than, more impos-
tant than, or mock meve important than, having additional
income during retiremieat?” The quusnansmaybcaskedw;th
quantitative vales, such as *“Is delaying retivament by five
years abot the samne as, much preferable to, somewhat pref-
erable to, somewhet less preferable to, ar very mnch less
preficcatile t, having £3,000 less in annval spmdmgdmmg
retirexttent 7" As goals are geverally expressed i terms of
timing and monetary aounis, the comparisons witl imolve
relative weighing of these types.of wiluis. As will be sppre-
ciated, this manner of questioning and of relative weighing of
goals can and will tie applied o all of the goaly identified by
the clent sn that a comprehensive interrelation of goals s
developed dnd will beconceptually understood by the finap-
ial advistr for him or ber to formutate their revoninindation
fow the clieft. This conesptual intesrelation will enable the
client2nd financial advisor to ebtain a desper understanding,
of the yelative importance of wach of the client's goals that is
sthgtabtially moré migheed than téohniques ba the prior aet
that require the ¢lient simply to rank goats in astending or
descending order. The interselation can provide insighm 1o the
client themseives about the relationships of goals'in a wiy
that they yoay vot have previously considersd nor understood.

Ultimstedy, 2 goud maknx is developed, similae to the one
illuswated in FICE, 3, in which goals are listed on the vertical
and seceplable compromises are Jisted on the horizontal. As
can berseen, the matrix con providean saay visisl comparisen
of each indwidual goal against each cther goal. In the {flus~
tnted embodiment, the client hes ideatifiéd that in order to
reduze the investent risk i the portfblio, they would be
willing to retire later and/or redice the size of their estate. A
further snalysis showsthat, us o the latter two goals, the clieat
would be willing to reduce the sive of their eslale n arder {o
achipve their early retirement age, Arranging goals ina matrix
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altows the financial adviser 1o detérnine the relative impor-
tance of dack yoal compared 16 cach other goal, which then
allows theadviser 1 propose a meommendation that provides
sufficient confidence and combort of schivving or exceeding
these goals each clisnt niguely vidues, without unnecessary
sactifice to their lifestyle and avoids unnecessary investment
rivkd. Ahernalively, the Anancial advisor canuse thamanris to
identify lower ranked (perhaps even frivolous) gosls whith
can be achieved aither ‘lhmughamimrchangeintbn clienr’s
investment allocation (e, 8 mivor ineresse in nvesiment
risk} or only slightly reducing or delaying other goals. Pro-
vithing such an sdditionad benefit to the client will result in
significant customer satistietion, cumpared o taditional
practices-af profiling the client ta be realistic at the beginning
which would ignore what would ofherwise be congidered a
Trivoleus goal, of in simple ranking methods where firvelons
goals would be completely slimineted due 1o their low raok.
©The vse of o mateix provides an sdditional sdveatege, m
that it can point out apparént contradictions in the chient’s
relative valmtions of goals: As can be-seen from FIG: 3, a
contradiction apnears in the clients primiti:mtion' of ytine-
ment age and estate size. The client in this example has
identified fhat jo oeder to achieve their early retinsment age
they mmwmllmmMoememm of thedrestats, how-

ever, they have also identified that in order 1 achieve their
estate goal they would be willing to wtire Inter, The ideniifl-
cation of thiz contrsilicton highlights the many times fine
dlﬁmmmmbmswlwluw.andthmmbeumdby
the.advisor und the client to oblain a deeper vnderstinding of
the acroal pelative pricsitization of thebe goals. In the illug-
trated example, wpon identifyivg the conflict, the advisor
condd ask the clivut more detailed-questions about thedr rela.
tive priontization of esiate-value versug retirement ge or if
there an: preferred values for sither hetween the ideal 20d
acceptuble extrermes tie ndvisor vy want to consider when
designing arocommendation: For example, if delaying retire-
mest by only ope year confidently *buys” sn estate gqual to
what the couple inberited from their parents of way perhiaps
$500,000 (fir above the ageeptable minirmum estate, yoi far
befow the iden] ss well) the cliont may be willing to fuike that
trade of delaying retirement nne year. Likewise, the cHent
may be willing to compromise their estate below that $500,
000 manber 1f many other goals (teavel bedget, retirement

lifestyle, retiremént ajge #te.) myust b compromased to anly:

arceplable levels 1o have sufficient overall confidence.

After receipt of e relative goal value information, s
indicated atblock $29, the finaacial advisir uses the marrix o
develop 4 recommiendation, as indicated at block 130. In.the
anadysis, the idesl snd scceptable vatives of goals are saken ay
extremes of cach of the goals (i.e. they are bookends). Fach

¥onl bas a ithve dattar value of achievernent (e.g.
cost of the “heach house, cost of “child’s sollepe uiton®,
both in ideal—the most, and scceptable, ie. adequate e
ife ix still good, not & sacrifice). These assenibled values
atong with the advisor”s understanditg of the relative privet-
s amongst poals are ised by the advisor 1o build a recom-
inendation,

“The advizor then uses these vilues and performs simula-
tions of varions mede] allocations, and maling assumptions
about the futne performunce of the associated capital mar
kets. The advisor uses the results of these simulationg in
combination with the gouls matrix of FIG, A to defermine
which medel sllosation will allow the elent o achieve their
mast highly valired goals, which goals, if any, will seed to be

. adjusted chaser to their "acceptable” valne, and. which yoals

v b achieved al ornear their “ideal” value Likewise, using
this- method the advisor can also recommend which: lower



Case 1:11-cv-05503-JFK-JCF Document 1 Filed 08/08/11 Page 44 of 53

US 7,991,675 B2

11
vahe goals ean heachieved with ondy slHght modifications to
the values of vther goals (e.g. ikerease pre-retirement savingy
by $% 1o achieve one more Jamalca frip per yeae in nitive-
et}

As will be appreviated by one of ordinary skill in the art, &
varigly of sitowlations can be performed In s proferred
embodiment of the jnventive pethod, the capital market
assnmptions are thase based on the agsumption that assets in.
& partiolio. wil) be jnvested passively., As previbusly dis-
cugsed, ivesting in actively managed investment alteroatives
varriesa sk of matetially uoderperfowming, the relevant asget
clusses 10 which the inviestment beforigs thereby intrducing
a risk 1ol being modeled if one uses only the risk and return
Characteristics of the asset clsses. Althongh wetively: man-
aged investments also carry the potential for returns that are
substamtially shove those of the associated nsset class or
clanses, it iy koown that any active inplerentation has the
potential for & wide range of potsible cutcomes (Tt tiate-
rially undexperforming the market or sssit ¢lags to snbstan-
tally ot-performing the market, und all poixits in beiwmu}
thils also carying, and introducing a level of risk that is
diffieult, inot umpossitle, to adequately presicr, and Thus G
provide widely varying outeomes from year o year. Alsh, in
the absence of being able to know this risk; ey confidence
rarnbers presorted g the client can be smbmnnally Howed if
‘this additional risk beyond the assct class uncertainty was hot
considered, Saying s client has £2% confidence if investing in
these miset classes (e, pussively) may be o missomably and
directionally seund representation. Howevér, saying the cli-
et has B2% confidence baged on the esset classes modated,
then investing in a matmner that jnwoduce ﬂmityfm
exceeding market results and & nskofma:mx]fa
forming, market results (neither of which were nwdelad)
tnabees that confidence number of questopabls value o the
chient becaise it can be substantially flawed. Thus, recom-
mendations should not include investing oy asiets in a0y
activigly-mgpped fund, The fact that a given fuuxl or fand
manager: has done betior than the murkets in the past is not an
Tinfication that the fuod will be moresucoossiol o the futwe.
The uncertuinties involved in mvesting in any manaer ofhier
than fully passive investment create a divergence between the
predicied probability, Rather, the inctusiar of actively man-
-aged funds in & recommendation creates an additional ele-
ment of wertainty. Moreover, there is oo reliable mode! for
predicting this additional element of nneértainty, althongh
one can model potential imipacts of the amtunt of uncertainty
introcucend and based. an the confidence atid somfort Targetetd
vmdesr this method, even a small amount of active uneartaboty
G.e. well below any actual historical mnges) intruduces #n
irrarionel ivestment ik that covld be aveided, With a e
aged find, onecannat yse statistical techniques to sopueately
maodel the risk of underperforming or cutpetforming the mar-
Leit but the pessible sk, it wtvodnces can consepinally be
extimated and shown o bé an irrational risk this method of
“advising would avoid based upen.a key lenet oTthe method af
avoiding unnecessary igvestenent risks.

By contrast, the use of passive investment altermatives pro-
vidis o relatively high degree of predictability to the forecast
simulations. Although soch investments have sssentinlly so
¢hance of éver significantly onperfarming the associated
asnet class or classes, but likewike they will never matcrisily
undeer perform their clasges by more than their expenses
which san be accurately modeled, Thus, passive investriens

farm. the besis- for investing using the present method, by -

svoiding (U noneeessary risk of potentisly material market
under- rmance,
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Themadel wed to siomlare market resultsis profiaably one
that bears 4 readistie relationship to-actal historieal market
returns; Howaver, 1 well-designed model shouid not slgvishly
fokiow the davs available for historical markets. Historical
rasrket it is available foronly o limited period of lime, and
only reprisents 2 portion of the culoomes. possible in. the
Futire. A well-designed miodel is valid regaedless of short-
term rnarket changes. A model that slavishiy follows market
returng, such. &5 vicleling based on the most recent twenty
years, changes each vitwe. new data is added, Fven for long
periods of time, such as 30 years, the Emited historical data
the industey has shows fhat for volatile assets like Jarge
stocks; 3.year returns based vn moothly databmkm 1926
show a 30-year average refum ratging from 7.17% to
14.29%. If ane uses either of these 30-yeur results 45 an ingant
to o simulation_engine, ey would be simubating o 50%
chanee of doing better or worse than the missket has ever done,
il S5 statistically exmneons. Such dependence on traiting
returms. is oot approprisle for @ reliable. model of market
hedvavis, Todeed, depending on the time pericd selected,
there will lie sigaificsnt varistion whed » model based on
trailing rerams is 1ested apainst actual historical returns. A
tiscde] with higher leveds of coinfidence: will not be si shepen-
dert on the data. A model wsing Monte Carlo anadysiz is
preferred] to model ihie possible future results 1o enable the
expansion of the probability that we have not yer seen either
the best ot worst fhie murkets may prodhuce:

A WeIl-demglmd moded will show various defined charac-
weristics wheo compaced with kistorical results. OF course, in
earidueting such 2 corjiarissn, itshonld be kept in mind tha
histwrical results represent a relatively short period, and a
reltively sonall mumber of potential reselts, A wefl-designed
mode] shonld inctude results, in such aroas a5 avertge retyrm
and standand deviation, #t theextremes that fall beyend actus!

“historical resuits, For example, at the Sthand 95th percentiles,

simulated fesuits should be respectively, higher and lower
ikian the Sth and 95th percontile for himorical results depend-
ing onthe mumber of st ations bmngrun .34, mathema -
<ally the gregter extrénies will exist in Jarger pumber of simu-
lations, though their probabilities of pecurmence onee a
statistieally vatid number of denlations has bsen v will be
100 remote of a probability tor be useful in advising o cliemt
abouta-dynamic and setof goals and priovities, The.
best and worst results should b better and woise than the best

andh worst historical resulis, Otherwise, the simlation wauld

indigate thatthe worst.or hest possible remidis had occturred in
the relatively short period of fimre for which there is accurate
ita. The mmount of the variation should depend on the vola-
tility ol the assel clage. For example, sirfdated resulls will be
very close ta real results ot the S0th percentile for Treasury
bills, and will gooseraliy be farther away Fron real results by
the market bezorms more volatile, such as sl cupitaliza-
tion stogks, Testing should also indicate that the variation
batween the simulated retuens and actonl returns, at the
Extrenes; 1s greater in assat classes with highee vokatility, For
example, The best and Worst resulis for ymal) cap slocks are-
Ekely to besignificantly hetter and worse, resprctively, than

the historieal results. If thie model is found et iy predict
results ‘along the foregoing lines, then the model may be
Fondl to be narealistic, The modealmg asstoptions ghould
then be adjusted.

Asset classes can include all US. siacks, ULS, large capi-
taliention. stocks, 11.8. large capital growth stocks, e or
more foreign markets, U5, mid-capitalization stocks, U.S.
small capialization stocks, Tressury bills apd bonds, rorpa-
rate and municipal bonds of varivos. matirity, sasb, cash
erquivaleats, and other classes of dssets.
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The teating of the model should take iDto account varis-
tions in historical markets. For example, using rasdomly-
selented historical results in the generation of mtums na
Muoate Garlo simletion can fesilt in obtiining an axiessive:
number of selected results from either bull or bear markets. [f
data Trom thiose marheis appedrs excessively in sinndated
petarns, the sivovlated retupns can Be shewed swoossively in g
poyitive or negative direction. Thus, the inputs for the Monte
Carlo data should be selectod so that unusal resitlis, soch as.
those from the wmusaal bull mackets of the 1990%5, or those
from the long bear market of 2000 to 2003, are not over
réprwstuted,

Muodels which sre found to predier that an excesgive per-
cemtage Of outoornes will he wonse than history are inappro-
privte, a8 a plan based co fuch a model is 1kely to rosolt i
trmecessary sacrifice 1o the lifestyle of the cliens. Simdlatly,
madels which are found ko result inan inappropriately large
parcedntage of aucomes supedior fo history will overstate the
¢onfidence that the clieat can have in the recommendation.
Models that il to sccount fir fucaions.in warkets (e,
anseming 4 congtant anmal rate of retorn) will miss signifi.
cant risks associgted with markét Buctuations and completely
ignam the upesdainty of fivtare markets.

By smploying these simulated ratorn teebinigues, tee advi-
sor designs an, appropriate recommendation for the client. In
ﬂwprmofdmgmngawwmmmdmmthzﬁmml
advisor tests the effect and semsitivity to vayious goals based
on their conceptial naderstanding of relative priorities and
1lemlm=ly works their way to the best-solubion among the
goals, priosities and desire 10 avoid or tokrance 1o atcept
investment. rigk. The meommeddation that resuls willat u
soiviuvoun Fulfill et Jeast abl of the aceepiible valoes and dites
of the goals of the clien while providing as litfle deviation as
possible fror the idex vetues of those goals that thiscHent hag

imddicated are most important. The gos) roatrx is used in thig

process. This may be an iterative process for the advisor, and
L may involve the creation ofta mumber.of st plans that are
devetoped il compared psiog the goals matrix, Wlhile one
might be tempted to creats 8 tosting algoiithm, the required
inpois wonld be unwieldy as proviously discossed: and (e
practical roality thar dye elient’s gohls ansd prodiies will
change thronghom their Hife anyway (client's are not clair-
viyant) make suclk g effort a rather useless expense of
energy and lead to & false sense of precision that is inadvisable
comsidering the vast uncertainties of the firture,

The finaneial sdviser will develop these recommendationy

using a cofupiter having various background information
relating to the client siored therein, Thus, the olient’s hack-
groind information will typically be stored in memory or on
some formof storage mediur, and prografi running on the
corpputer (or & commocied compoter via & oebwork Soanec.
tion) will use the backgrinmd information fo coneert with the
market simulation techniques to develop the recommends-
ton. The recominendation Wil inclede a chrrent aseet
amount, the fime and smount of all contributions {Cirently
planned) to the portfolio assets, the time and ameunt of all
withdraveals (exrrantly: planoed) fiom the portfolio asses,
and allucations of assets among one or more classes of pas.-
sive investmedits, which aliosdations may be constant or may
changeat various tioes,

The apprapriate rectmmiendation will bave sufficient but
not excessive confidenc of excesding & recormenided result
for eath godl, not betice than the weal value and tot worse
than the acceptable value. As previously poted, a re¢tommen-
dation with better thaw the ideal value of a gonl is considered
undesiable, becanstt it would indicate that some biher goal
has been sacrificed unnecessarily or that the cliént is sacrific-
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angg w0 much. by comtributing more W the portfolio than is
necegsary and s witl husve less cashl available for present
(i.¢. non-refirement) use. If the ideal value of the goal has
been properly slicited from the cliem, a ye-boter tan the
jdeal value will be of B0 or almost Bo additional value or
utibity to the client,

ItwmmmMmMMamufmepmcmsnftm
evaluation ymder Lhis method is runting a series of simula-
tons ustag appropriate modeling, a8 discussed above, Tt will
tie appreciated that appmprim mexdeling provides guperior
reslts, i, does not contain un-modeled rigks. As previously
explained, the modeling of capital matkefs is preferably car-
ried out assnming passive investment altematives, The sdvi-
gor may rely on prior lesting of capital market models, or may
take the additiona step of conduciing 4 comparison. As indi-
cated o step %40, the sppropristeness. of the model for the
pm‘tlcn]ar recominemdation may be tested by coeinparing
against bistorical regnlts, using techniques explained in com-
menly owned U8, jatent ipplication Ser. No. 09/434,645,
filed Nav, 5, 1499, tirled “Method, Systern, and Compuier
Program. for, Awditing Finaelal Flons" to David B, Loeper,
the entire contents of which is incorparated by roference
herein, As noted alwve, if the modeled resalts differ signiti-
cantly from historigal resulbs. o the Sth percdutile, or diffist
insppropriately at the extremes, then the model must be re-
evaluated and. altered to provide apprapriyte results. This 4
idicuted at step 145, The recommendation can then be re-
evaluated, and may nesd to be altered by fthe sddvisor, as
indicated at stop 150,

The selested riomrnendation can then be presented to the
client (step 155) in-a report sirnilar 10 that shown in Fi3. 2,
which can be part of & Larger report, in electronic or bard copy
form. The recopmendation will inélude an susessmentof the
current opfidence level, the recomemended xize and timing of
gl mmmmdmmnn o ivestinent, dnd o vange of poris

Tolio vatues within which it is not necessary to re-eviluate,

Whﬁmw.cha&gm__amnmdbasedontha market” s behuys
jor (idenfified by the “comdon level™ wone in FI6G. 2), The
portfolio valug *zones® will be discussed further below. in

40 connecetion with FKY. 5. The mcommeridation inchidis too-

ommiended valtes of each goat, not better than the ideal vatue;

and nat worse than the céeptable valve. Investmpny rectim-
mensdations are peefarably classes of assets which are pas-
sively irivested (e.g. large cap, mid cap and smisl] cap stecks,

foroign stacks, Treasary and ar municipal ar corporate fi serd
incamis seeurities, and cash squivalents).

“The client van review the pecommendation, dnd provide
feedback or questinn the advisor abont the recommendations
for theimpactof altsmiative allocations, recamimendid values
between the ideal and acceptable goals, we. This conld be
needed due 0 the concepmal gatore of the  discussion of
relakive priovitios. These ressons miy point out an error in the
data abtained a5 to the identity of the goals, the ideal and/or
acceptable values of the goals, and/or the relative vales
emlirdied in the goal mutrix. Afier consuttation, the advisor
can make 1be approprinte changes, and thien repest the sieps
dbove. of designing 4 recomemendation, The. sevised recom-
mendation is then provided to the client.

Using the relative goal-weighting technique, it can ofienbe
Seonnd thit s rebativedy small change in one goal (8.8, increas-
ing retiremen age'by one year where eliem loves theiz job and
doesa"t mind working an additional yesr), van be sufficient o
miake a signtficant chimge in anotber goa! (2.4, buying beach
house 5 years earlier). In general, by increasing savings dur-
ing veorking years, delaying retireinsnt, and reducing spend-
g, during retirement, a. greater kelihpod of Exclatznm(s
all of the client’s identified goals exists. However, it is an
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Smporiont feature of the present laveasivn tha the advisoramd
client recegnize that such steps mvalve zoie certainty of
sacrifice for the cliemy, and that a recommendation that
achieves 1o high o cerminty of sxeseding all or pgst of onie's
goals more goals niay not be desirable because it can unduly
sacrifice ciprent or fiture enjoymént of the only 1ifé the client
has'v

Oneeagain, the ireportanes of investing in passive invest-
rent alternatives is considered ey to providing the client
with 4 recormmendation that inchudes an accurats extimate of
the confidence level being represented. As previcusly stated,
bmmﬁemmafthemﬁdmmmlmmlyhe
provided when both ressomable capital inarket sssurmptions
are used and passive investients are assumed, If the advier to
e piovided wepets be for investeens of oo or more assets in
managed finds, or in individual staeks, individnal parcely of
real estale, or nthet assets that hehave differently than the
cupital markets that were modeded, then the confidence being
répresented to the client will be flawed becase the specific

uncertuinty inteodvead cannot b predicted with, cortaiy;

wis not included in the confidence oaleulation and thenithre
cannatbe modeled topraduce any particularconfidence level
that wonld be representative. A recommendation of mataged
portfulios, carries & degren of unpredictubility thar makes

1%

them less desivible for nse with the present method becanseof 25

this weeertainty of thelir fiutire behavior (we van reasonably
estimste potential mardet uncertinty but not how any one
maney manager muy behave) and the importapce of the.con-
ficenese caleudotion being an remonable sxtimale in the valye

provided in this method (an obvions contradiction exists if

one s mepsuring aod advising to heve sufficient bt niot
excessive confidence but how ong implemenits it inteodoces
an, uaknowable effect on confidence that isn't modeled).

FIGS. 2 and 4 show an exemplacy form uséd to eonvey
{nformation regarding the recomtendation 1o a elient. The
method of profiling the client’s goals can be nndecstood by
cenparing the resnlting recommendation fortwo clients with
idéntical background infortnation aad ideal and sccrptable
values of gaals, but who have different selative weightings of
those goaly. I he exaiuple of FIG. 2; although not shown, the
elient has pricritized the following goals: (&) retirement
incomie, (b} mininem savings prior to retirement, (6) educat-
g thedr son throngh geaduare schood, and (6) maaxdmidiug
their trave] budget in retirement, The resulting recommenda-
tion ests their desired. Jow: level of savings, anmel travel
budset, and suppont of their son's education, while Giher
‘goals are compromised much closer to the acesptable level
bt importantly ave gecerally Dot cﬁmpletely"eliminatﬂd
uiless the valon to the client was extraordinarily low in cop-
tex1 of other goals. In the example of FIG, 4, the recomimen-
dammwnlsmst,almmghmtmmmxﬁ»
caotly differeat than the provions clhant. The highly valiued
goals of the elient in FI1G3, 4 are: (2) early retirement, aod (b)
aminim vahie of anestvte-—Dere, an estate of §1,000,000
(in this client's case their désire was to not spend principle
arid wanHng to maintatn the mal speanding power of their
purtfolio), The poals are schicved bore Wy compromising the
amount of savings pior to retirement as well as an increased
tavestmenit Gsk,

FIGE. 2 and 4 alse place the recommended, ideil.and
scceplable values of geuls on 4 continimm of comfort assess-
ment., This combined package of thie client's life long goals
along wirh the recommendid investment strategyfallocatiog
to passive jnvestments and apiproximate currént portfolio val-
nes dre combingd o caleulate thove furore portfolio valhies
necessary 103 have sullicien) coiifidence (i dvold too much
rneeriainty) sad those potenssial fiture porifalios values thist
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would place them at excessive confidence (e too much
sacrifice to their Jifestyle). Tn this example, there are three
categories: “ungertain - wheris conlidence 1% dekmed toa
low 1o-have regsonable. corfort about ooe”s ability to live as
currently plaoned and recomitionded snd the risk ofundesivred
material changes is therefore 100 high, and is thus tnagespi-
ahle, “savrifice™..where thets is o cetainty of giving up
excassive lime or currenl or futare spetiding and keaves one
with a vity bigh likelihood (i, 90%4) of leaving an estate

- larger than planned gt the price of wiher goils and/or wnnec-

essary investment risk (volatility of the investment pordelio);
and “comfort™--which provides an appropriate balanee
betwettn the risk of too mush uocerainty and 1o mich i~
estyle sacrifice. As-shown in FIGS. 2 and 4, the “comfort™
g resides hotween 7 5% and 90% confidinee. The recam-
mended values of goals will be somewhers within this “eome
fort” range, The atceptable vaines of goals pormally fall in
the “sacrfice” region, while the ideal valves of goals nor
mally reside in the “undertain® region. While this is not nec-
casarily always the case, ideal and acceptable seis of goals
that fall in tonppropriste sréds offer anvther opportusity. for
the advisor to coach the client about needing 10 be mom
renlistic about their aceeptable goals (.o, f the acceptable
falls below the catatort zone) or 1o comch the client that Chy
¢an have grander aspirations (i.¢, if the ideal goals fall into the

sacrifice 2one): As the graphical diplay shows, them is a
minge of potential omeormes and targeted potential portfolio

valueswhexalfnnesgm]smmmn there js no
resson T be concerped, i, comfort. 'This range will of
course vary- for the prrtienlar ::hent.

The “pomfor” or “eonfidence” valnes represent the résults
of the histotieal msmdeet analysis andfor Mo Carlo malym
of the. relevant capital markets baséd on the passive. invest-
ment alloations recommenided by the financial advisor. In
e ernbediendnt, OO0 markel environments, both good and
bad, aresmulatedbasadenmbmugmy analyzed eapital mar-

et assunuptions designe] i 4 manner 1o realistically nodel

the nature of the potentia) range of capital imadkés outoomes,
The “camfort™ or “Sonfidence™ level is the percentage of
those 1000 simoulstions in which the dlignt's godls are
In order to apprapriately implement and manage the rec-
ommendation exeared nslng the mevhod as deseribed so far, it
is Hmporant that the advisor and client periodically monilor
the effect of the capital market results an the progress being
mside of the recomutiendation in order 1o keep the chieot ratio-
nally confident about their financial Tuture yet avoid unidie
savifice orcapialize on appertmities 1o reduce Mvestment
tisk. Aspart of this moniiring step, the'adv__i_;omnd elient can
meke: changes decessary (0 maintain 8 wdcommendation
within fhe: “comfore” zone throughout its life. This peviodic
review fp important bacause it ellowathie sdvizorand client to
efficiently react to maki appropriste changes to the recom-
mendation when actus] market parformance is outside af the
performance neaded fo ronintan confidences, and avoid sac-
rifice. it also . alows the client and advisor to addregs- any
changesmﬁu.clim s.goals or relative priritics among goals
ihat have pegured singe the previous review pariod, Thus, for
example, where actusl market peeformance for the périod
ware woise than reguired 10 maimain suificient confidence,
the advisor can recormmend a change in alkication, an
ingense in comribution amoun, or & chaoge in values and/or
priaritization of gouls b order o maintain the client within
the “comfort” zone: Corresponding changes van be made

- where actual market pecformance for the period was betterss

well offering the opportunily to inerease. goals, obtain godis
earlier, ar reduea the portfolio risk.
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The periadic roview advamtageously. will also capture
changes to the client™s goals, or their ideal/aceegiable valués
of those goals, This provides a degroe of flexibility 1o the-
recommendation that cerrésponds to the tanmm] changes in
the client’s life and theie financial and other prionities. Thus,
where the clicit originalty identified “paying son’s education
expensss)” i w high prienity godl, this goul could e elimi-
nated where, for example, the san receives & scholarship or
decides not to attend college. Likewise, if the client is the
Beneficiary of a Jarge family estate payout, the Pre-Retire-
ment Savings valite could be changed acgordingly.

Additionally, even ifthe client does not addor deletegoals,
they will be pequested 1o feview their existing goal matrix to
tneorporale any changes to the relative prioritizaiions of their
gomals regwesented Jit the nattix. _

Once any/all changes have been identified, a calenlation
can be made of nesded portfolio valiws necessary. for the
client 1o remain in the “comfdrt” zone, These results can be.
provided to theuser in the form.of a graphical display similar
1 that shown in FIG, §, in.which portfolio value is indiguted
on the vartien) axis and v.lmnt age is indicated on the horizon-
tal axis. Again, the “comfart range is identified in the center,
with “sacrified™ and “uncertain’® above and below, respec-
tively,

Tt will be understood, referring ro FIG. 5, that the range of
partfolio values based on the uscertainty of passive porifolio
allopation saturally narrows as-the énd poiat of the plan, and
2 certin dollar amonmd, is approached. Thus, the middle
range in FIG. § repraseits the portfolio Whn:s thart wonild
produce 75% to 90% confidence at each year throyghiu the
client*s Jifie. This is in vontrast to ewrent metheds of prob-
ability based financial ndviding, in which the range of risk
actually expands tgwand the end point of the plan.

Vsing theinveitive method, the finantisl advisor and client
am ahle to ke periodic adjustmam tir thee client’s recorn.
mendation in order to ensure it remains within the “comfort™
wone, The Bnancial advisor will advise the client to review
and change the portfolic if the vahie approaches the edge of,
or falls cutside of, the comfort zone. If the markgts have

high retarns, such ag those from an extrondi-
nuni’ymususlhullmmw for.a fitne period near e begin-
ning of the recommendation, the plan assets; or portfolio
agers; will Likely excesl the upjrer Timit for that yem‘: {orather
time perod). Thus, the advisor can recommend 5 chiange to
the: mmmwdﬂuon thist would move the plan from the “sac-
rifice® 2ome back down inlo the “comfort” sme Such
‘changes could, for example, include a reduction in Annual
Savings (F1GS. 2, 4), # reduction in portfolie rsk, inmréssing
platmed retivement income, ete. Alternstively, if The markéts
‘have returns that produce portfolio values less than the lower
Timit of the comfor wone, the advigor wonld reccanmend
similar changes to the plan (e.g. aehangem‘grm]a or vahes of
goals, increase investment risk or timing of goals) to place it
haek within the “comfart” sone. Ay previously mentioned,
bow often such events osear is controlled by the target con-
{idence range. 1f the rangge were in, the middle, say a-comfort
range of 4356, muny madet envirnmedir would reqoire
sigificant reductions to goals (nearly half). Whereas if the
ronge: i5 too small, say B0-82%, while negative adjustments
wontld be less Srecuent, positive changés wonld oeoyr very
frequently only with a frequent likelinod of needing to be
rixlueed once sgain in the futire. Whils the specific valioes of
759086 ane ot tigidly required (nbviously these sre depen
desit.on how the capital market assumptions ate boilt s well)
the motion is thut market bebavior deiven chaoges are bat
Treeient and are unlikely 1o be vary extreme by measuring
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i favor of excesding client gouts (Ghems oo change their
goals and prioitics of any limeand is obviously abwvays batter
to: get a hetter understanding of what how they woukd like 16
live their 1ifi), and positive changes 10 goal racomemendations
aremore frequent than reductions-ar delays in goals, sod that
positive improvements 1o recommendations (enhancing rec-
ummmended goals) are o more kady fo need o be mdued
again later than any recormendation previowsly msde {aiin,
sontrlled by measuring coméidance towand the distriution
il that favars odds tilved toward excending the resulty),

Likewise, if there is a bias in the:capita] market assump-
tinns whlch cansid the modiling t be inacobrate, the port-
folin vatue review will tend to reveal such assumptions, For
exaniple, ifthe assumptions were overly pessimistic; theport-
folio value might tend toward the upper Hmit of the camfort
rone. If the sssunptions were averly optimistic, the partfolic
value might tend toward the lower limit of the comfort zome.
Appropriate:changes to the sssumptions con then be imple-
mented.

Rederring, 1o FIG. 1B, the step of roonitoring the current
statoy of the iecommendation and paking appmprim
changes is indicated at step 160, while the step or reassesying
client goaly is indicated at gtep 165, wnd the: step of preparing
mew recomuendations based on tose poaks and the élient’y
clrrent sitvation and evaluating the model used 1o generate
such recommmndation is indicated at steps 130-150, Tt is
noted that the timing of this periodic veview is not ertical,
thaagh in a prefiammd embodiment the: review would oceur at
Jeast quarterly, When ao alteration oceus in the client's prials
gr their mlative importance, is noted in block 175, the fimas-
cial advisor mugt ohtuin the client’s rew range of ideal and
avicepiable goals and/ar their new relative weightiog, as indi-
eated at step 180. The financial advitor thin pepates a pew
recankmsiiation for cansideration, incorpomting the client’s
ournent goaks and relidive perosivisd vithies, and develops 3
proposed recommendation based on the modified goal infor-
i, as indicated at blpck 130.A revised secommendation
is presented 1o the chiont (step 155), along with a range of
partfolia valves withim which the client would remain in the
somfort zone and woukd, therefire not reguire reassestoenl 3§
puals and prinvities have not chunged. If the perforriance of
the markets (and thesefore aiso the passively invested portfo-
Tio(s) which canmot materisily wnder perform the markes and
assurning the cemt of such passive iovestzoents ipcorparated in
the analysis) is within the appropriate range, and the clisnt’s
goals hiave pot changed, then the cuntant recormedation,
with cuzrepd passive itvesiments; is used, as indiéited by step
190,

Providing, the cliont with-an asgexsoient similar to that of
FIG, 5is highly advantageous 1o the client bucause it provides
# chear and easily undeistandable indication of progress
tovesrdd the goals they wish 1o phan their life around, dnd
clearly places that progress within thie-comext of the balance
Tetweenundue sacrifice add excersive trcertainty previously
discussed. Using the preseat mesthod, the chient will easily be
ubleto tell, bused on what has happenad with the performaiice’

of thie portfolio, when o change in (he racommendation is

tequired to malatain that balance.

The present method sxgmﬁuntly differs from conventional
prior art methods in that prior an miethods often oftept to
assess the risk hased murely on u elient's stated willifigness 1o
apshare losges in theic portdolio or seme other mathematical
awthod. Such a willingpess to éndure rigk heavs Tittle or oo
relationship 1o whether-accepting such rigk makes sense for
what the clicat vwishes 1o achieve when considering accept-
abile conpromises fo goaty (hat would enable them to agcig

confidence toward a tathof the distribirtion with theoddstited  less investment risk. Also, using such a prior art risk-assess-
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ment, the clidot bay 0o way of knowiag whether or whe
losses menrredas time passes are sufficient 2o tripger a review
of the traditional. finaneial plan,

“The preyent method elso differs from the prior art in that it
employs passive investments whose potential wide range of
futitre. potential behavior can be melatively accurately esti-
mated, This i in contrast with typical financial planning
systerns which advecate the use of actively mianaged invest-
ment flternatives, which introduee a risk: that the clent's
portfolio may materidlly under perform the associated asset
classes, and whase fulure behavior can oot be accurately
estimated.

It should be noted that the élient should be advised that &
reassessment of the recommmendation is advisable whenever a
goal i addedideleted, the ideal or acceptable values of an
extisting poal has changed, or the relative priorities of any of
The existing goals has changed (step 175), The same ix true for

hmg;es 1 backgroned informution, soch ws whm a clieat
receiviis a significant inhedtance, thereby increasing the
pragend pottfalio balance. Previously acceptable goals: for
savings may become wnattalnable, such as where 4 client
loses a job and ix therefore forced te save less of when the
clisnt receives a promotion that may make additiona) savings
less of @ turden.and theteby ehabling more, or grester, or
sooner goals to be modified, or portfolio Ok reduced. Addi-
tianally, seceptable and ideal values of goals Tor post-retive-
ment speniding may change if a client is promoted and
hécomes acoustagned to a more expensive: Iifestyle; & child
wihiy wad expectsd. 0 require snbstantial college twition pay-
ments may choose not to go to college or muy obiain 2
scholarihip, thereby eliminating # goal of providing for the
whild's education. Likewise, a elicnt fay change jobs or
carsers and decide that an enrly retirement is of less value to
then than. other goals.

Tt will be understaod that the af monitoring the
status of the recommendation and the clignt’s goals and their
relative imporfance prefecably will continne. t the
diration of the financial advising relationship with the client.

The method of providing advice according tothe invention.
et b generalized. In a genendized formy, 2 method of the
invention is used to. provide investment sdvice az well as
advice about the best cheices abont Jife goals given at least
o goals {one being some targetod end. vaire or series of
spending goals or Tiabilities, xnd the other being the desire to
aviid uniecessary investoent tisk) In this generalized
maethiod, 2 lient may be.an individual, corperation, or-instie
tution. Background information may. mclude a current port~
foliv vadue, proent progrm expenses, andd cucrent devilop-
ment expenses, for exsmple. The ctient is prompted to

identify a spending or target end goal, their tolerance. for
invesyment risk and their desire to avéid investment risk, snd
identify both jdeal anid scceptisble values for each, Thie goals
may vary depending on the nature of the client. For example,

Tor & charitable: institution engaged in planoisg investment of’

an existing or newly dotuited sum, the goals may inchude
leviels of {nvestrment risk, a- desired annual income for pro-
i, o agnisal budget Sée developmeiit aad & desirad valoe
of a portfodio ot a certain date in the fture. The client is then
prompted 1o identify relative values of such goals. A chari-
table institution may weigh o desire fo engage in prosest’
spending against a desire 10 huve 1 large sim in the fiture for
a capital project. A recomoendation wnder this method
approprivie to the client, the gouls, the ideal and acceptable
values of each goal, the relative values of all goals, may thei
be developed, As with other recommendations, the invest-
enls must be passive, id order for the confidence akses-
menfs o be directionally accurate. A mnge of values on &
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year-by-year basis (or other time peded) may be provided
withih which the guals of the client cau be reasanably confi-

dent-of exceeding such goals, yet avoiding undue sscrifice or
excessive compramise to the godls can b calealated, 17 the
value of the porifolio fally dotside this range, then the fecom-
mendation should be reviewed. Simitarly, if backgronmd
information changes, H goals are added oi deletad, or if ideal
or acceptable values of goals change of the relative weight of
gozls change, then the secommendation should be reviewed.

"The method of providing advice, including the steps of
ebtgining background information the client, identifying a set
of client goals, identifving idest and acceptable values for
ewch goal, end identifying relative weighting of the various
goals, and desiging a recommendation with results for each
gaal not better thay the ideal valne:and not worse than the
am'lable value, may be applisd using a vaciety of rech-
niques ﬁfmmgthemnﬁdsmandmhk&:ﬁhoﬁd of vari-
ous.ouisomes. n one prefeirisd einbodispent, e techaigue of
usinga Monte Carte based model 6f capital markets; properly
mnszdmng the market's uucmamly and behavior in rendom
i periods sad specifically not igaoding the risk of active
invegiments. potential risk of material underperformance is
angessed nod can beysed i the devel opment, atd i the future
wsessrent of the confidence of a recommendution, éven il
thé recommendation i not developed and reviewsd using the
goal-bused methods set forthabove.

The presenl smeention can be embodied in the form of
methods and apparatos for mractising those methickds. The
prissent invention cam slso be embodied in the form of pro-
gram code embodied in tagihle media, such ag foppy dis-
kettes, CD-ROMS, hard drives, or any other muaching-read-
ahle storape medinm, wherein, when the program code 35
Toaded into and exectited by a mackine, such as a computer,
thzmaahmbmmaaapp&mm for practicing the inven~
tio. The pressnt irvention can alst be emhodmi b S
of program corde, for example, whether stored i & storage
miedium, Joaded int sudior execingd by-» mackioe, o trans-
mitted over some transmission medinm, stch as over electri-
cal wiring or cabling, thivugh fiher optics, or via electromag-
netic radiation, wherein, whim the progiram code is lpaded
into and excoutix] by » machine, such as a compwier, the
machine becomes an gpparatus for practicing the ifvention.
Wher implemented on a general-purpose processor, the pio-
g,ramcﬁde segments comtbine with the processor to provide o
unique device that operuies analogously to specific logic cir-
tuits.

While the invention has been described with reference 1o
preferred embodiments, the invention shiould not be regarded
astimited 1o prefirred embodiments, but to inchode vaiations
witliin the spirit ind scope of {he-faverton,

That which s claimed:

1. A niethod of finumeia) advising, comprising:

detemtiining. by a computer an initial valne of & client

investment portfolio;

obiaining by the computer s list of client investment poals,

the Yist including ideal andacceptable vilues for each of
the: inveitment goals, wherein the ides] vehe of each
goal cotpprizes the value for that particular goal that the
client mest prefers tn achieve, and the acceptable value
of each goal comprises the value forthat particular goal
that is Jess preferable 1w the client compared to the ideal
valwe bt that iz still scceptable o the clicnt;

abtaining by the somputer 2 relative valie comparison of

investmient goals within the list of goals;

sienalating by the compter o plucality of model investment

portfolior allocations over a predetermined time period
vsing 2 capital market modefing techrique, the sipmls-
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tion accounting fir investmerts and espenditores
planned to occurduring {he predetermined time period;
determinmg, by the comiputer 4 recemmensddtion compris-
gy investrent allocation and & recommended. valoe
foxeach investmenst goal, where the resmmended value

Jor each goul is pot betser than the ideal vahue and oot

worse thi the scceptable valne, whengin the reeotmen-

dation is determined using the relative value compari-
som, the ideal and acceptable vilues for each goal,and
the simulation of the plurality of partfolic aflocutions,.
wherein the reconpmendation has a measnred confidence
of exvending the tecommended valux for each goal, and
wherein the measured confidence: is within a predefined
rang; and _

commuyicating the recomimendation to the elient.

2 The method of elsim 1, wherein the relative valse Goin-
parlson cofnprises & ranking of vach poal,

3, The method of claim 1, wherein the portfalio allocations
inchude only paisive Investments i ordér o aveid the possi-
bitity that the elient tovestment portfolio will mateslly
wnderperfom the recommended portfolio asset sllocation.

4. The method of <lsim 1, whersin the market modeling
techigue cotnprises a Monts Cale aialysis ol potential per-
Tormance.

4. The method of elaim 4, wherein the Mionte Carla sualy-
si8 uses randomly-selected historica) financial marketresnii.

6. The methed of ¢luim 1, wherein the ideal value of each
goal i5 expressed either inierms of'a soonest tiing for behiev-
ing the goal or 4 largest dollar value of the goal; and the
soceptable vatue of each goal is o smaller doliar valve or 2
taver date forachieving that goal compared to the idéal value,
and that is still aceeptable to the cljent.

7. The method of chaim 1, wherein the ideal and acceptable
values for each goal correspond (o at least oo of a dollar
-amount and a time-for achicving the goal,

8. The method of claim 1, wherein the step of deterrnining
‘a racommendation nsing the relative value comparison fur-
ther comprises detepmining by the computer whethier ooe or
sricsre how valued gouds ean bt achioved with modifications to
the vatoes of othey gaa]s on the Bt _

2, The methed of claim 1, whersin the step of obtaining a
mlatm valne mmpaﬁm farther comprises developing a
miatrix of the goals that represents the relative comparisan of
investonent goals; and the step of determining a recomment-
dution comprises naing the goal matri to develop the ream
mendation. o

0. The-method. of cledoa 1, further comprising:

perindically morduring by the computer the recommenda.

tiem tiy defermine whether, bayed on 2 carrent value of

this client investroent poutfblio, the recommendation 56l

s sufficient but st edeessive confidence of exvaeding

the recommended set of goals or whether new advice is
neaded; aned

reperforming the simelating, detormining, and comuiuni-
rating steps #f the recommendation does not peovide
sufficient confidence, or bus exosssive confidence.

11. The method of ¢laim 1, further comprising;

determining by the computer whether the slient wonld like.

to-add new goats or ramove goals from the Yist of invest-
ient goals, or make changes to the relative vatue com-
parison; and

reperforming the swps of simulating, detennining, and
communicating ifthe client has added or removed goals
ormade chunges to the selative valoe comparison.

1Z. The meiboxd of claim 1, wherein the measured confi-

dence of exceexing the recommended value for esch goal is
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determined by caloulating o percentage of a plumlity of dif-
fetent simylations i whick the fccommended vajue for eachr
goal 15 excepded.
13. The method ef'claim 12, further comprising:
cormparing by the ctimputer the calculated percentage of
the phirality of different sinnlations in which the mee-
ommended vilue for pach goal is exceeded to 4 prede-
termined comfort zone to determine if the calculaled
percentages alls within the comfort rone, the comfort
zome representing 4 xange of contidence thet i rieither
excessive nor insufficient,
14, The method.of claim ¥, forther comprising:
periodically momitoring by: the computer the recontmenda-
tion to deterriine whether, based on a curren vahre of
the ¢lient bnvestment partfolio, e mesred donfidence
i till within the predefined rang; and

re-performing, by the computer the srmu]atmg and. deter-
midning steps i the measared confidence s not 5l
within the predefined-nmge.

18, A device for finencial advising comprising:

a processor confighred Yor detoemining an initial Value of a

elient investmen! portfolio;

the processor furilier configuied for obtamiog @ list of

client investmont goals, the st nshuding ideal and
seceptable values for esch of the investment goals;
wherein the ideat value of each goal comprises the value
for that particutar goal thn the chsnt most prefers to
achieve, and theraccepiable value i feach goal comprises
thevalue Tor that particular goal that is kess preferble 1o
the elisnt compared to the el value Bul that is st
seceptable to the client;

thé processor further condigared for obining & relative

value comparison of investment goals within the list of
soils;
t}mggfma'smr fisrther configaed for siemdating s plurality
of modz] ipvestment portivlio allecations ever a prede-
teemined time period using 2 capitd madket modeling
technique, the stmulation acoounting for invesimeny
and expenditures planied 1o gocur during the predeter-
e time pesiod;

thie processtr fustherconfigured for determining = recomm-
mendation. comprising an investment allocation and a
recoenmgnded vatue fior cach investrasnt goal, where the
recommended value for each goal is not better thin the
ideal value: and not worse than the sccgptable vale,
wherein the reeommendation is determined usiog, the
relative value comparison, the ideal and acoeptable val-
s foreaih goal, and the simnlation of the plurality of
purtfolio gtivcations, whensin the moommendation has o
migasured. confidence of exceeding the recommenided
value far each g, and whérein thi messured coodi-
denor s within s predefined renge; and

“the progessor further configured for communizating the

mcommendation 1o the chent.

16, The device of claim 18, wherein the relative value
comparison comprises & ranking of each goal.

17. The device of elaim 15, wherein the portfblio aliod.
ticas inchude only passive lnvestments in order o dvoid the
possibility that theclient investment partfolio will materially
utidderperfénn i retommieaded porftlio ssiet allocation,

18. The device of claim 15, whereiit the market madslisig
welinigue comprises a Monte (_arlo analysis of potential per-
formance. _

19. Thedeviee of clzim 18, wherein the Monte Carlo analy-
#is uses sandomly-selected hmncal financial maskst results.

20. The devieeof cluim 15, whetein the jdeal value 6T gach,
goal is expressed éither in terms of a sdonest time for achiev-
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ing the goal.or a jargest dollar value of the goal; ad: the
acceptable vaite of each goal is a smaller doar value or a
Tater date Tor achisving fhat goal conpated to the ideal value,
and that s 08l accepiuble ta G client,

21. The device of claim 13, wherein the ideal and aceept-
able valives for vach goal wrmpoud torat lenstone of o dollar
ameint and-a time for achieving the goal,

22, The device of claim 15, wherein the processor 1s firther
vonfigred for detcrmining « recommendation nsing the rela-

tive value comparison by determining whether one ot more
Tow vatoed Joals can be ackieved with modifications to the

walues of othet goals ¢ the list.

23, Thedevice of claim 15, wherein the processoris further
configured for developing o matcix of the goals that represonts
the relativis compsrison of mvestment goals, and wherein the
processor uses-the goal matrix. to develop the recommenda-
tioxn.

24, The device sf claim 15, wherein the processor s further

sondigured for perodically moniioring the rcbasntndation

16 dehermine whether, based vn 2 earrent valoe of the chent
investment portfeho, the recommendation stil] has suffictent
but not excessive confidence of excosding the recnmmended
et of goals or whether new advite is needed; and

wherein the processor is further comfiguped foe reperfori-

g the simmlating, determining, and comnmuicating
steps if the tecommendation does tiot provide sufficient
wonfidetice, or bas excessive confidencs,

25 The deviceof claim 15, wherein the provessor is futher
configured for determining whether the client wanlkd like to
add new goals or remove goals from the Lt of investment
gols, or make changes 1o the relative value compariso, aod

wheremthep:omssor is furthér confignred for reperform.-

ing, the steps of simulating, determindug, acd comsmromi-
cating if the client has nided or vemoved goals or made
changes to the relstive value comparison.

26. The dxmw ofclaim 15, wherein the procassoris fther

dmmninmg the measwred confidence of
excreding, tb,e recommendesd value for each goal by caloulat-
g & perceniagé ol a ploxality of differsm simulations in
-which the recommended value for cach goal is exceeded.

27, The device ofclaim 26, whersin the processoris farther
configured for comparing e calcuiated phrcentage af the
plurality of different sitnotations it which the rezommended
value for ench goal is exvaedid to a predelannined comfort
2one to detorming if the caleulated percentage fails within the
conifort zone, the comiort zone rephesenting s range of con-
fidense that s neither excessive nor insofficiant,

28, Thedevies of elaim 15, whetein the processor s further
“configured for perindically monitoring, tiie récomnendation
10 detenmineg whesher, based on 2 eureat value of the (et
investment portfalio, the measired confidence is still within
the predefined range, aad

whereld the processor is finther configured R veparform.

ing the siulating and determining staps if thie measured
confideic i not sl within Lhe prdefined range.

2. A compumer-readable stomge medium having com-
puter-readable: program code for financial advising stored
therein, the compterteadable program code comprising:

cogputer-isable program code Tor deteomining an initial

value of a client inveitment portfolio;

sanpurer-nashle program code Tor shrainiog s list of ey

invesumént goals; the lis including idisad nod acceptabla

values for each of the investment goals, wherein the

ideal value of edctigoal comprises e valse for that
particular goal thal the client most prefers to achieve,
and the seeeptable valne of cpch goal comprises the

g
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value for that paricular goal that is bess prefiicble 1o the
clentcappared to the ideal value but that is still accept-
ahle 1o the client;

consputer-asable pogam eode for obining o relative
valug romparison of investment goals within the list of

goals;

computer-usible program code it siwulating o plorality.
of miadel investment portfolic allocations over a prede-
temnined time peciod using o caprrlal market modeling
techoiggue, the sionnlation secovaring for nvestments
‘and expendltures planned to oteur duting the predeter-
mined time period,;
compnter-nsable pragram code for determining & meam-
mendation comprizing an investment zllocation and a
recomnmended value for each invisstineas goal, whiens the
sevommended value for each goal is not bettar than the
idesl valve and no: worse than the seceptable value,
whergio the eorumendation. iz detenmined vsing the
relative veloe coniparison, the-ideal and ncceptable val-
awsi for gach goal, -and the simulation of the pharality of
parifolio allodatinpns, wherein the resommendation has 2
mensired confidence of exceeding the recommended
~valpe for eacti goal, and wherein thes measured confi-
dence fs within s predefined rangis; and

computer-nseble program sode forcammunicating the rec-
ommendation 10, the client,

30, The compusier-readable storage mediom of ¢laim 29,
Wherein the relstive valne domparison comprises 4 ranking of
vach gosl.

1. The computer-méatiable storage medinm of clabm 29,
wherein the partfolic allocations include only passive invest-
mente in onderto avoid the possibility that the client invest-
ment portfolia will matetially underperform the recons:
metded portfolio asset allocation, _

32, The copapotes-meadiubie doragi mediu of chyin 29,
wherein the market modeling technique comprises a- thtc
Carle anpbysis of potemiial performance.

2%, The computes-eeadable siorage medivm of cliim 32,
wherein the Monte Carlo analysis uses sandonﬂy—selected
isterienl Rnancinl madke resulis,

34. The computer-readahle storage medinm of claim 20,
wherein the jdeal vajue of each goal is expressed sither in
terms of 4 soonest tine for achisving the goal Or a Jargest

doliar value of the gaal; and the aoceptabile value of'cach goal

1§ a smialler doHar value or a later date for achieving that geal
comparid 10 the idea] velue, and that isstill seceptable o the
client.

35, The computer-readable storage medivum of claiin 29,
whemein, the ideal and acceptable values for sach goal corrs
spond to at least vne-of a dollar amount and a fime for
achivwing the goa

16, The mmputemm&ab!c storage medipm of clasim 29,
wherein dmmmmg a recommendation usmg the relative
value comparison Rarther comprises whether i
or more Jow vatued goals can be schieved with modifications
ta the values of ether goals oo the list.

37, The computeraeatiable siorage medium of cluim 29,
wherein obwiniag a relative value comparison farther som-
prises developing a matrix, of te goals that represénts the
rélative comparison of investmeny genls, and wherclo deter
mining a4 recommendation cotprises ueing the gogl tatito
develap the recommistidation.

38, The vomprierasadable storage medion of clain 29,
farther comprising:

ermputer-asable program coda for perigdically monitor-

ing the recemmendation t determing whether, tased oo
a4 cwrent value of the élient investmem portfolio, the
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recommendation sill bas. wfficient bit not excessive
confidence of exceading the recommended set of goals
br whether new advice is needed; and.

computer-usable program code for reperorming the sitm-
lating, determioing, and communicating siepsifthe rec-
omsmendation does not provide sufficiest confidence, or
Ty exvesvive confidence.

49, The computet-readable storage medinm of claim 29,

farthér comprsing:

computer-vsable program code for deteomining whether

the clienl would ke to addnew goals or remove: goals
Srom the st of investmant goals, orinake changes o the
relative value comparison; and

somputer-usable program eode for reperforming; the sieps
of simulating, determining, and commmnigating if the

clignt his-added or recagvedt goals or hade changes to-

the relative value comparigen.

40, The eotuputer-rendable sorage medinm of claim 29,
wherein the measured ponfidince of oxcusding the recoin-
mended value for each goal is detormined by calcalating a
percentage of 4 plusakity of different simulations i which e
recopmended value for each goal is exceaded.

5
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4. The compnise-eadable siorags: mediun of ¢laim 4,
further compriging:

compuyier-usable program eode for comparing, the edlou-
lated pereantage of the plusality of different simulations
i which the recommended vahie for cach goal s
excevded 10 a prodetermined comfort zone to delerniioe
it the caloulated percentage. falls within the comfort
zone, the comforl zone representing a range of confi-
dence thal is neither excessive nor InsufBicient.

42, The compitereadable storage medivm 6f claitn 29,

forther comprising: _ g .

compuier-usable progeam code for periodically menitor-
ing therecommendation w detemmine whether, bagsd ot
A current value of the client fnvestment pertfolio, the
mensueod conBilence is still within the prodefined ringe;
and

computes-usable program code for re-paforming the
gininlating anil determining steps if the measured confi-
denee is not still within the predefined mnge.
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