
JUDGE K'EFNAN UNITED STAlES DISTRICT c1Tf~l CIV 55 0 3 
SOUTIIERN DISTRICT OF NE~(ih 

FlNANCEW ARE, INC. dIbIa 
WEALTHCARE CAPITAL MANAGEMENT and 
WEALTHCARE CAPITAL MANAGEMENT!P, LLC, 

Plaintiffs, 
v. 

UBS FINANCIAL SERVICES.lNC., 

Defendant. 

COMP~FORPATENT~GEMENt 

Plaintiffs Finaneeware, Inc. d/b/a! Wealtheare Capital Management ("Wealthcare") and 

Wealthcare Capital Management!P, LLC ("Wealthcare !P"), 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 Wlder the laws of the State of Delaware. 

2. Weeltheare!P is a limited liability company organized under the laws of the S~ 

of Delaware. Wealthcare!P is a wholly owned subsidiary ofWealtheare. 

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 bas 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 Wldertbe patent laws oItbe United States, 35 U.S.C. §§ 101 e/ 

seq. This Court has subject-matter jurisdiction of the action pursuant to 28 U.S.C. §§ 1331 and 

1338(0). 

5. This Court has personal jurisdiction over UBS. On information and belief, UBS 

has systemic and continuous contacts in this Disttict, regularly traosacts busioess within this 

Disttict, and regularly avails itself of the benefits of this Disttict. For example, on ioformation 

and belief, UBS is registered to do busioess in New York State, and has facilities io this Disttict, 

ioclndiog io New York, New York. On ioformation and helief, UBS has numerous employees in 

this District, derives substantial revenues from its business opemtions and sales in this District, 

and pays taxes io New York State based on revenue generated in this Disttie!. On ioformation 

and belief, UBS has committed acts of infringement in this Disttie!. 

6. Venue is proper in this Distticl 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 true and correct copy of the '138 patent is attached 

hereto as Exhibit A. The '138 patent issued from Application No. 111014,378 (the '''378 

application"). The '378 application published on June 30, 2005, as Publication No. 

2005/0144108 AI. Wcallhcare 1P is the owner by assignment of all right, title, and interest in 

and to the '138 patent. Wealthcare 1P has gmnted Wealthcare an exclusive license to practice the 

, 138 patent. 
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8, On August 2,2011, the United St.tes Patent and Trndemark Office duly and 

legally issued United States Patent No, 7,991,675 B2 (the "'675 patent"), entitled "Method and 

System for Fioaucial Advising" to Wealtheare!P, A true and correct copy.ofthe '675 patent is 

attached hereto as Exhibit B. The' 675 patent issued from Application No, 121770,946 (the 

'''946 application"), The '946 application published on August 19, 201 0, as Publication No, 

201010211528 AI. Wealthcare!P is the owner by assignment of all right, title, and interest in 

and to the '675 patent. Wealthcare !phas granted Wealthcare an exclusive license to practice the 

'675 patent, 

9, On information and belief, UBS, its employees, andlor agents provide financial 

planning advice and reports to their customers in this District and throughout the United States 

utilizing computerized financial advising software aod systems, including, for example, 

MoneyGuidePro, 

10, UBS bas been aod 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 aod the 

'675 patent 

11. UBS's financial planoing advice and reports compete directly with Wealthcare's 

financial planning software and systems, causing damages and irreparable hann to Wealthcare. 

COUNT I: INFRINGEMENT OF THE '138 PATENT 

12, Plaintiff. r ... allege and incorporate herein paragraphs I to 11 above as if fully set 

forth herein, 

13, UBS is directly infringing, conttibutarily infringing, and inducing infringement of 

the '138 patent in violation of35 U,S,C, § 271, by, including but notlirnited to, committing the 

acts described above, 

- 3-
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COUNT II: INFRINGEMENT OF TIIE '675 PATENT 

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

forth herein, 

15, UBS is directly infringing, contributorily infringing, and inducing infringement of 

the '675 patent in violation of35 U,S,C, § 271, by, including but not limited to, committing the 

acts described .bove, 

PRAYERFORRELlEF 

WHEREFORE, plaintiffs pray for the following relief.gainst UBS: 

(a) For judgment in favor of plaintiffs that UBS has directly infringed, contributorily 

infringed, and induced infringement of one or more claims of the '138 patent and 

the '675 patent; 

(b) For an injunction pursuant to 3S U,S,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 

anyone or more claims of the '138 patent and the '675 patent; 

(c) For an award of damages to plaintiffs for UBS'. infringement of one or more 

claims of the '138 patent and the '675 patent, together with interest (both pre- and 

post-judgment) and costs as fixed by tbis Court under 35 U.s,c, § 284; 

(d) For .such ather and further relief in law or in equity to which plainti:ffi; may be 

justly entitled, 

-4-
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DEMAND FOR ,IlJRY TRIAL 

Please take notice that pll\intiffs, pursUllllt ro Rule 38(b) of the Federal Rules of Civil 

Procedure, hereby demsnd a jury trial for all issues so triable. 

Dated: August 8, 2011 

Respectfully Submitted, 

FINANCEWARE, INC. d/b/a 
WEALTHCARE CAPITAL 

MANAGEMENT and 
WEALTHCARE CAPITAL 

MANAGEMENT IP, LLC 

One Broedway 
New York, NY 10004 
Tel: (212) 42~-7200 
Fax: (212) 425-5288 

Attorneys for Plaintijft Financeware, Inc. 
d/b/a Wealthcare Capital Management and 
Wealtheare Capital Management IP, LLC 
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US 7,765,138 B2 
1 

METDOD AND SYSTEM FOR FINANCIAL 
ADVISING 

CROSS.R.BY BRENCS 1'0 RELATED 
APPLICATION 

"lhi' 1, a tIOll-provisionalllpplicatinnof pendins U.S. pro
vi~;ont!lllPplicatitln Set". No, 601530,144, filed 1)«. 11,2003, 
by David B. Looper, titloo "Methodand SyS'lem Jbr Pi0vidiilg 
Investors Financial Plillllling Adviee, GivinS Consideration 
to Individual Values, Wi\lx:lut u~ S;Niiti~ Gr 
UMue lnvestment Risk with Accurate confidence Level$," 
and iJ! a oontinuation~in-part of U.S. patellt application Ser. 
I'll). 09t9Hi~'l58:, filedJuJ. Il, 2001, IlOW U,S. PaL N(}. 1,562, 
040 by David B. Looper, titled "Method, System and ('..0:01-
putcr Program' fot Audi·.ing Fiooncial Plans," which is a non
proviwnal of U.s. pro'lisiorudIIpplicfrtionSet No. 601221, 
010, filedJul. 'l1, ~ byDavidB. Loeper. titled "Method. 
~ystem andc;o,:nputer l'rogram for Auditing Financial Plans; 
and if> a oontinulltWn ,iu-prirt of U.8. patent application Scr; 
No. 09/434.645, filedNmr. S, 1999,JlOWllbandoned by Dllvid 
B. Loeper, titled ''Mett"oo, System, and COlI\Puter Pto~ 
for Audit1n$ f'inancilll PJIlIlIl," which l$ ill non~pnwll11(1~ 
IIpPliilmlofi .;of U.S. Pmvjsiotl8i application Se.t. No. 601107, 
24:5, filed Nov,S, 1998, the entirety cfeach pf'll'~ appli
catious are inootpPffitt:<l hete:itl by refuteooo. 

!:o1ELD Op TIIE INVENTION 

2 
In utherappMI,'beJ, such as woolthm'llll3gtrocut, the client 

may define fuW ri&k tolm.nce andpls, and theadvisor rnay 
provide advice regarding Ilssel. allocatilln relative In !hos\,: 
risks liM grutls. Offen. the firumc:ial advisor has The cupability 

5 of rtlmliug Moute Carlo simulations offuturel'Ctllr'rn! of van
nus financl~ -plans. These simulati4los can providl: I'l'sult$ 
which include a oonfidrnKlC Jevel aud therefore eithcr liD 

implicit Q( expli'-!il pCr'reaurge risk of failure ttl aChieve u 
de$imd it(comeJevel, UBWt~at.rot:i.rcrw.ml, ending Clltate value, 

10 OJ ()tbe! goals.As bcfure. thec!ientnury be :.tthiwto alloeate 
their its~ in the asset classes modeled and to invl!St in a 
variety ofmanagedorUl.lllWlllged portfolio cimilJll::L Advisol'll 
may advisethe client that actively managed iuva.1mcnt alter· 
rnrtives canexceed the -perfOrttllUlCe oftbe~set classes them-l' sclVC!l: (i.e. that they can. nutperionn the ~). Oftcn, the 
fact 'that such actively m.:anlfgOO invt':Stmen.t alternatives also 
carry the- risk of nialerially und~ the market may 
not· be a~ conveyed to the client 'by the advisor, or 
such risk may simply nol be 3deqwrte1y understood by the 

10 investor, or the advisor and that unceI1aimy is not notmfl.lly 
co.nstdc.rud in the con.6deoce culcu1ation. 

typical disclaimers used in The industry, whiCh!lr'e in sig
ni:fir.ant part ,intended 10 »>\Wide legal safe b&bor to the 
advhmr (&.g. "past p¢rfm:'Ill., .. m:e is not a g~ of future 

25 muits'1, may not adequately convey to the client the nature 
of the risk in actiVely :ttI1ImlgOO invemneotll. This is bt:eaUlIe 
nonnally the confidence calculation wa~ based on the tUlIlIJ.tI

t;rin1y of <l!>sctcmSll :returns; but actively rna:naged portfolios 

This invention rehlte; to the field of financial ~ervlCt'S, !Uid 
in partil;uJar la' a tmf method of finllncW advising. 3U 

rnay equal, excood Ot' un~perfurm Oleir fCl!pecl:ive B~~et 
cJIIS!ll!8 the:rt:by introducing OOditional unoortahrty absent 
from the co,afide.n,oo calculation. 'I'berefore, what that: copfi· 

BACKGROUND OF TIrE INVENTION ,dencetlUMbcr~ may ormay JlI)t be fully Ui1defIltood by 
the client, or the fiwtnl:ial advisor for that mauer. 

The field of finao.ciaJ "dviiill8 itu:lude!l various belit ptaC- Futt)Jermore, =t approacbes often involw periodic 
tiOl$. These best pntctil'($lne)udeidentifYing adicmt's finan~ 3$ Illvjewl oftheperfunnance of the client', }'lOl'lfalio. As part of 
cia! gp811> (e.g. desired retirerncnt age, des,ited annuaJ income the review the client tllay he provided willi 11 r:hart, graph or 
at )'eIiremenl, desired vacation budget In re.tirement, desired other representation of how their portlbliQ b& performed 
eState value at dc3th- <.1c,). In some applli;atit)n of general relalivelothevadous.;apitahnarlt.cts (i,(:, theclient's.optlmal 
iodustrypractice8, bUtllotall, clienfl>areaJso;;l$ked torankthe allocltion to various'asset classes for their risk tolerance). If 
slated. ¥Oals in relau'IC ordt:r of importanoo, Gemmilly 4() performance WIl$ lOWer than expecWd or IllIlItlIIIiId by the 
accepted "8£!it ptaclicC'S" alto include identifYing 1bc client' /I advisorin the original ooIlSult8liotl., thedient may 00 iJdvJs.ecl 
risk tolenuure and cremi.og, an investment alloCliltion I!iJned at to c;baoge ir\Vestn'ten~ m;m~gen;, wait for II nlote filvorable 
producing the highest Ntum fur the client's risk mleru.nce and et\Vitonn:u':llt furthemanager's ""lyle" or perhaps ~tlw 
then basEd on that a1l~Oi1'S expected return, calculilting mnount contributed to the: portfolio. Aitet'lllltlwly, the client 
the $!lVings needed t.u acllil)Ye the clieal '$ gouk In a COOVIm·· 4~ Wily be advised~) ~liriJinate one or more ofthelowest-nmked 
tional approach, to dtlCmline the client's risk tuit'JlUlCe,tI go9Js, If, 0/1 the ot:bcr hand, perfOtmaf1C(l was better tlwn 
financial ;;Idvi$Or'u!IefI J risk totcrunce questionnaire or asks- ex~ the client will typl~lly ll(lt be adVised 10 reduce the 
the client about. their loiAnmce for invc:mrnent risk detln~t by amount contributed to the portfolio, even if such II reduclioo 
various ~thematiclll mtth()ds l!kt slruldani deviation, stmi· balled 00 the ~periarperforu:ttmee i& pm;si"ble (i.e., mainfain· 
variance or more commonly tlu:: largeslltlltt:l of annual port- 50 ing the original Hrisk tolenmee" level). 
fuli9 Josses with which the client could tolerate, This. ri.ak Thus, 1l:tt'.m is a need in the irnhtsll')' for a new u:.wthod of 
toloranceffiquiry may be wore ~ mcllas atttlmptiAgto finandal advisingthat eliminates the lfub~tanti.a1 UliCeJ'\1lintic$ 

detemrlne the !illlOU1lt of assets Of ptm:Ctll<lge of value' of a asso;:;iateo:l with invell'ting the client's assets in activ~ DlWl-

retiterncnt pl~t1 that the clienI it wil.llilg to put into 1lWIl.1! of agedhwcsmullllilhelMtiVcs, <kmll(ltpo~tionclients Ilttheir 
.... atious risks. Whalevcr ute1hod of attempting to identify the SS mllximum toltlnlDoo fur risk if' there are more appoaling 
client'srisk wlerauceis11l!fld, the relIultofthi& inqUiry iii then choices the cHem cmdd make that enabJe them 10 have!iUffi-
used jll rocommcndin!!, an a11ocationand roJala:i invCfitnleUt$ oltmt oou:fidence of aG:hieving the goals they VIIloo and thlls 
to an individual. Often, investors are advised to accept [I, rilik elitnirurtes the afurettaentioned di:ffk:uffies Ilssoclated with 
I(Il¢tanc# that is III Of' aearthe cliqu'101 .mr(X;Unum endurance conveying sl)(lh ri!>ks to the client . .Furthermore, there is a 
level fur loms in tJ:wiJ'portfulio Villue. 60 need to provide clients with periodic foodhack that docs 1101 

Ollen Ole aliocallOlu are tested udng a Monte carlo llimU- simply chart bow their portfulio has pc:rfJmned relative to Lhe 
lation based on assum.ptions of the capitalJlllU'kcts, $Illllplea lllII.dtet, bJ,tt rather providell clients with II PP.lC1ical unllcr-
Qf fu$tdrica1 data, or both. 1M results of tbetce simulations standing oftheooncrt:te Impact that thept'rforma:ncc ofthcic 
nOrIllllUy arc:u~ to convey -'I confidence level andice a per- ponfolio has had the.kdesiredgoals. There is also a need fur 
OOf1tage risk of fuiJurc' tu Olcl:tieve a desirod income leve~ 4' It m.un; nuanced app.tt»lcn to ev'.uuatin.\!; client goaJil, which 
a!lStlls at retirement ot lUIy other I)f tho:: diel)t's identified oomprilJeS more tluul II simple linear fJll!iking of goals, bu( 
gO-ills, rather whicb interrelates till of the clll;'.l;;l.t's goals so thai the 
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client ~an n:mkc mote iQfurmed and satisfYins choices about 
their goals in light of thl;: perfunnance of their portfolio. As a 
result, the imMlive ~y~lem wjll be more hit,hly valued by 
clients oomparod to I;.';U!f('nt appro~n:h:cs. 

SUMMARY or THE rNVENTION 

4 
to:l in~ gr,mlliur reduce risk). Bl'.!t:'ull.ile cfthe wjderunge of 
unomfainty jn capital madrots and ci1aIlg1lS ,\Q a c1iem's fulltrc 
goals (in !l1¢lt rellSOMbll: probability simulation meilitxb, a 
c1icnt:rrnty l:!nvuancquaJ charwe[i.e, 1 in 1000] at l)l:iogbroke 
injust 1:1 few years or dyingwitha mufti-millian do1lllr estate 
booed only upon the uncertainty (If a,ssct class~, eKclu· 
sivu oftbell.tlCetUlinty of active investmCllt results relative to 

The method of the invention is directed to applyillS II new tbemrui::ets andexcJuding the like1ihood{jffuturc~i'IIlnge$lo 
method of fiJ\.a.n1:ial alivi5lng th;it lJ; more appropriate and cJjen.1·~ goai;l).nnd \he¥eiol'lnhe nolioo of being iIIble to have 
more hi&hlY valued by lnrlividuals. The lIdvisin& diScipline 10 ce:rtain1y to avoid an unsatisfactory result i!l cmlJ100US.AiSO, 
includes a new method of identifYing and ~sing no! only attempting to provide the rughest confidence level possible, 
!he clienI's SOuls, !Ill in Irndltional se:rvjecs, but also idt:ntiiY~ t:'iU1 on1y come at the prioo of compromi'ting client's goals 
iug'and a!isessing lheprioo that the client it> willing to pay iu and/or accepting more investment risk whi"h COJltrndicts the 
one goal to "buy" 9DOther goal (or portiQn of it pi) 1ha.l is notion of avoiding unnecess;uy sacrifICe to the client's lif-
valued more hlgbly. The roethnd also includes a Jlll'IIIllS of n ooIylc, In cssenoe, in lhe llbstnce of II reesoned Ifccuputblc 
modeling the WlCe.rtainty in future ~ &0 that repte" :range of ronfideJ:'/Cc (ie, !Itternptirtj; to get to t:bt.l highest 
sentadwnfJdence levels can oolt(lsily andfullyunderstoOO by confidem;e ltwel posSlble) no aDlO1lDt of cOllSerwtimn (sacci· 
the client flee) is too much- TberefOIe, thi. method ewhl1llCe8 aruitnan" 

TheIllethodinciuda; I'Imeatls.ofusingprobabillty analysis ageS the uneermin6m of the fulure to provide eMtinuow; 
to defitw tho balance betWeen too much uncertainly $lid 000 :1Q advice about the best choices II client can llloI1ke aboul their 
much socrifice. Thw.. the method combines mathematical lifOOyle liS wen 1m the optitrtalllroeptanoo and avoidance of 
market simulation with tbeprofiling of"1he client's goals, and investment risk in light of the WlCertainties of the future, (Dill 
the balllJl(.:e betwoon too much and too little ri~ to pm'due<! II #n1y in the n:.\adt$) and not only by avoiding the oornn 
package of goals and an investment stnrtegy that balance the utK:er!ainty Qfactive invl)Stments, but ilso thll uncertainty of 
,des~ 10 ~e SufiiCleQt confidence, lIVOid \lllIlece'SsaJ)' risk, 25 the climr's desire and willingness to chwlge their goalS or 
yet malW the mom of the'clieuC~ lifestyle and do so in a priorities throUghout their lfve8l1S nul)' bedesircd, oras may 
manner that is easily uOOl!r.i1:ood by tho fudiv:idnal invC$tOr. be nece~muy to obtain reasoned cfmfidcnee. based on bowtbfl 
Thus, Monte('-!lTlo simulationandlorhistpricalmarketlUlllly- awital markets perfunn,ed,) This me1hod accompJishes this 
!ris can be used to mOOt'lroarket UllCerWnty in a.manner that balance of the bes1 cOOices hIiIiKId on what iI. eUl'l'ellUy kOOwp, 
provides thee1irmtwitha ba.Iaoce ofsufficientconfidem':eyct 30 wb»t 1$ c:ut'I't'!Iltly p1armed k) be desired, and roo1ionab1e-oon-
th<!t aloo aV(l~ undue t>acrifice to tbt:ir Soak fidence c(lIllIide;ring the eB'eet. of the urn:ertmnty of future 
p~, the method loclude9inwstlng Ol«:lulltvcly in pa!l* wet class mums un !he client's lifestyk and their willms-

lIiVe ittvestmoot.~, for which it is possible to millllematically ness to .tt1OdiJY their goals, While tradi1;iollill best practices 
proVI: in ;:111 nmterial NSPOOts risk of ~rl'f!rmi1lg or alt:e!lUpt to be "right" about where-a client m~y e,od up falling 
omperfuttning the taJpled asset illlocation.. 1hls is unlike 15 in the wide range of market uncertaintie::l (owll1lming they do 
actively managed inVla$llI1ents, which carry the risk of mate~ not change ,their goals.and their active-p(,lrtfolio implemeiIta-
rial uncertainty of undcrperfunniag «f pot.enqally outpet:~ liondoem'Hllldo:r-perl'ormlhea.clB!iSeS)therea1i1yofthe 
furmingfhe'tIaSIlt llUocation~. wide pottntial eltlreJnC$ of \lUlcomes sets up firuuu;illl adYl-

The method fiu1lu::r comprises a pciodic review and sors and tbeit client's fur a continuous stream of surprises 
reanalysis uf the cliaut's goals. Qu/lrtel'ly nlPrioritization of' 41J' wilbont aml'\llllll oftakirtg u deter:minod CO\ItM of action based 
goal~ cun be p<rlormed, 10 eliminate' uutdAted goals or goals on random market eve:ujg. When short tenn marlret MVirori-
ilmt have b«:ome unimportant for IiIllY mesoD., and to addnew Jl.lCDlS produce disappointing fe'iults in traditional adv:!mog 
gools. The periodic revIcw and ~is alro includes methods. thetyplcallimCQtttm.\ufaction, isinoction(i,e. w~h 
reviewing value of tho:: clit:nt's portfOliQ to ~ that it because we hope in the lOll/!. term tbings walk out). If sbort 
~ within the "comfurt woe," i,e. the balance betwe:en 4$ /.eon market envinmments or fort\lnll.lt:- active management 
insufficient confidence and ton maC'll sacrifice to ane1$ lif- mectlon produce lI'IlexpectedJy positive resultll., tmditioual 
estyle. best prncti<Je1l not:ma1 action is tlgain inaction.,. merely cel· 

By properly ass:eti:U11$ the client's J!O!IlI> and fum reJative ebrating the r¥Odom fortunate otlt(,lQlfle. By contrul., tire 
weighling, both ~ble Sllttifice 'and i:rum1ficletU oon~ presentmethoduf~ advisingdefioosspedficV/lhJe$in 
fid.em:l: can he avoided, The P"lptir relative weighting of 50 advllnI::e wbere new advice would be rcquind (if tbe clients 
gOflls, in llCC0rdance with the clienfs rrubjootive ~s:ntmt goals tmd priorities remain um;hanged) allowing. client's to 
and the advispr's intetpretation ofthBt asscsatnel1t, is wpor- Propan': fur IUIdknow wbst pt'I.ldl!:nt mO~11lI in tenrulliJf 
Iwlt in providing advit:e that roio.imlzes any sacriti~ as per- reducing or delaying saals (or accepting m¢te illvestment 
ceived by the ~jent, A reco1'.OlII.tndmlon llhuu1d include a rilik) m»ke sense based 01l, what has ll.nppet:ted in extremely 
targetvalucforoocllgoalJlUlwursethantheacteptablevalue ,~5 poor environments flJld where cliooi's have the choice tu 
and not better tM.n !hI:: ideal value, A reI.101:nmendation un.der inen:ase /,I goal or have the goo 1 $Doner; or reduce investment 
thi~ method of financial mMCC will hlwe ratiunal, .uffideot risk wlwte results <Ire oxooptionaJ, in either C3$¢ requiri.lll\ 
confidence yet avoid excessive sacrifice to one's goals. Cll- determined action. of IlCW advice needing to be designed. 
ents are prcl'cmbly provi(}¢ with M range of ~ lXlrtfolio CritiC(l.I to Ibis process is "\hlfcreatioJ'J of a c01wdcoce ~e 
values that would providtum acceptable range of oot:tfu.k,ncc. 50 tbaLoorWdefli the wteertaintics of die tJl.IU'kets, and tbllt 1M 
RecommeudlltionS are reviewed perioilicclly fot changes in "action point" or prn1folio(s) wlue(s) fOr needing comprO" 
clif.'llt'sgoals, changes: in priorities llDlOn&client's RQn1s, and mis!.ng lildvice is relatively infrequent {i,e, the clil?lll would 
whether the riBk of tma~blll oowomC!l has heoorne too hev¢ little lXIl1fideucein :uuidvillN ifhalfthe time their: advice 
high (i.e. too muclJ uncertailll}' which requireS neW adVice is to reduce'goals or delay goals and balfthe time. ~ng 
about the o::boices the dient hus to briog the oonfidcmce level 65 &mdK). Lik(lWi!le, before gum.:. aroaddi!d,moved to an earlier 
bm:k into the "cumIorl ...one"', or whether theperfortnanee of date or portfolk! ril,.k is inr.~ thu, setting fl new tIl(pQC' 
the pOltfolio bas brought them to the point Qfhaving o::hoicc5 t6tion for the diem" it is also importanllhM tbere is fairly high 
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confidence the addition Of ~ in the gold~ will oot need more of their !ow-ranktldgoals.. Alternatively, if per:fu\'illt!Jl(;C 
is beucr than ~«!. the,client may bc adviged 10 .urnke!tO 
t::banges (even ifit w1-)ujd be posflible file the clic,Ultll CI)oirib. 
ute lCIi&, while s11\1 mnintllioing tbe ktIU¢ tisk of exCC«ling 
their mvestment goals). 

The present r,nethod is intended 10 bclp the clilolllt UliIke the 
moot of the aM Iite1hcy blve. by cOAlidently achiOlling the 
goom the client .uniqueJy vajue~, withtHit noodIessly SHeri/ic
ing ~ir cu,rrent llflmtyle and by f:lVoiding ~ jnvest~ 

to be oompmmi~ ag<u.u "I some r~ date if they NmIalil 
uncha.ng,od by lhe client.. T/lI.!reforc- depending \)11 the 
approach used 10 a1lctdate prdlnlbilltiC$ and how wc11 the 
assumptioll!! are designed to calculate the pmhllbilitie~. the j 

preferred embodiment would have more than half Qf nmdoru 
market enviroooumts requiring no change, less'than 000 in 
five requiriug" I;ompmlllise "ad the remain.ingenv1runments 
rcquirill& II positive change 10 goals, or redu&tion iQ portfulio 
risk., In;summgcJient goals are uncIw.ngedand theuncertainty 10 nll:ut lim. Thus, the method obtains from clients ~y tkitl 

.iilfonnatioll that is necessaty and material for the advisor to 
undlmtand the client's. SP;3b. It identifi~ the ideal droaws of 
the client as weD WI the acceptable o:lInpromil:lffl, ;and the 
prioritiesandproportion in BJ.nountand timingamongeacli. It 

of aGtive inv{)Stipg is avoided. Thismethod accOmplishes this 
by dcllning the oom.furl r.one wlmre oorma1 JlUI:.!ktrt envUon~ 
meum do not r~ n~ advice (tu:llas the client cbange~ 
their 8Oll1s or priorltieN). where pmti(:UIariy poor markets 
mutt be probllbilistieally e:ttrcmc to require In:>mpro:milli:J;l$ 
advice, and where fairly frequent po5.itive nllUku:n llWkets 
re:su,iU;.in oc~ional, butmol"e frequent, opportunities to pro_ 
duo!') IJdvice about improvements to goals (or partfuful risk 
reduction). Such a reJlltion~bipwith a financial advisOt, whete 
thl«gs,are nonnally "00 tTIlciC, where poor matke/;$ Me '~till 
an ItaGk", whem extremely poor markets have some prudent 
advice sohnkms that are unlilcely to be extteme and where 
occasional favorable marbtl have powitive: adyice improve. 
ments, dnuuatictllly irtiproves the C'omfctrt andronfidence the 
client hils in !be advisor, and the mMsor'"s !ldvi.ce mtd more 
ltnportantly about the cli¢nt's Ufumyle. An example of defin
ing !itlc:.h II tan2,e'would be calculating all of tile future port
folio 'VII1~ throughout the client's tirroo horimn needed ill 
have 7!i°,t confidence IJ r eKCeOOing the clill'fll'~ CU1}'OOtly rue
omrrwoded go81ll (i.e. 750 oflooo statisticallypOtentiai port
folio rerultl\) and the portfolio valUQS that would have 9O"A. 
confidence (i.e. 900 of 1000 statistically potential portfolio 
rcsu115) in ex.ceOOing,all of the client goals. 

BRIEF DESCFlPTION OF 111E BGUMS 

15 also lfV(lids ~stI!Y rit'k, and providt::s: perlblTllllnOO 
beoc:lumttks that are pmctkally lmderttattdable to. the client 
(e.g. "buying \he bI.mch house.") It further providej;.a comfort 
range based on a nttiottallcve\ of oon6dunce in perf~lnnance 
of the lltve:rtment alternatives, thereby I.lVoiding too much 

zo uncertainty Ill> wl>lll as too much sacritke. If provides a moons 
of working " .. itb the client to ptOvide solutiollS based O(J 

acceptable compromises to iH:hieve pribritized goals, /ll'ld 
pf(lltidCll the client with aD understandable analysis of the 
progress made toward gllsls, while allO'lll'lng the client lI;! 

25 ehange goruli or priorities 00 demaiuL 
Thus, the meIhod is mud to subject thl.' client to 11O)UOl'I!: 

lisk than is necessary ttl achieve the client's goals (i.e. l\O 

more investriten,t risk tl):m is n=81l11' to pennit the client to 
live lifein the best po!l$ible way while achieving thepbthat 

~() t1mt.:liCJ1t~a1ues most blghly orpadillny in proportion to other 
goo\:$). 

Additiot:l1l11y, the method imple:ments a new notion oflxr;v 
each of the client's g~~ interrelate to one anoUlet. tII1d the 
J)1tIlIl,!et'of goal acbievwuent optious 'that exist depeoditlg on 

11 the client's dOl:lits. ThernethodcomprisUII oqytni1.inga rMlge 
of goals, iDterrelathlgtheir timing (i.e. when each is axpectoo 

PlGS. 1A to Ie constitute a flow dil!gam outlining the to be "'aehieved"), lind mnounts (1.e. the relative drdlHt "cost" 
.method oftbepl'tlS¢tl1 jD\lf:!ntinn; of each goal). 

FIG.l is ani.W;lmpllUY report genera~ed inacco~ with The nldbod aUows the Ildvisor and I;lient t.o reorient and 
the p.resant metbod1 4() re-evaluate goalK goingforwan.! a$ a mean~ rOt I'CCOnflgUring 

FIG. 3 is an emmplary" goal priaritiZlllio-ll. matrix in tItCCOr~ the clitml' $ portfolio and dcW:1.ld goals fur the future. ~UII. 
dance whh the pmleJlt method; basedon IJ(;lLlal fJlB.fketperf~ the client dID be advised 

FlG . .4 is an exemplary roportgcnc.rnliXHn accmdanco: with (or at jefU;tp.resented with tht: option.) to cllange or reprio.riti.:w 
the prescol method; tbi:lirgo.alhlr reduce orJncfl3IiCUr.'tlIIltmentrisk. For CMlUpJIl 

FIG. 5 i~ all 61@UlpllU)'chartgener;ltedin3Ccorda:ncew:i1.h 11$ the cOOul may be advised that their highly valued inve:'lQnenl 
the present method. goals "-'ttl. be acWeved 'simply by delayitts retJ.remont fox onc 

I)llTAILED DESCRIPTION 
Y('U (tOO date of retirement in tbi~ case js 001 a critically 
valued goal of the' client), or by dropp~ the number of 
annual V1«:;ation trips atl't1tireru.ent Wm4 to 1. FlJJ'tlwnnore, 

~o the method allows the advlsor and oJient 10 l'rnIlw slighl 
I;bm:lges in, p1 prioritiC$1hat oould aI~ the dient to. k~ H 

lew-ranked goal. even:!hough portfblio pcrfOrtn/l.ll(;(: has been 
lower than normal 'fhis differs from prellent meThods in 

A l16W method (or financial adVisingjs dise)osed with the 
goul of finding 8 blllaoce for the client betweu:t insufficient 
confidence (i,e. 000 much unoertwn)') an.d ~ sac
rilke. CUtrent tedmi~ues atWmpl to idciltify the client's 
I"Il3X.imum toloranoo for risk, and then to Qptim.ize asset allo
cation based on that maximum risk, without considemtion of ~s 
wh¢'1:het lIuch ri~k ~ wammteQ. The dient ;& periodically 
adviliOO ot' the slatus oftheitportfolio b~ 00 IIctual p«rlbr
man~ ()fthe market Typically, this status reviewroAAsts ()f 
Il n!(;imtlotl of1be perfmm~ce.of1he client's portthlio com_ 
pared to the lllIIlkct. Less often, the client ill provided willi an ~o 
updated % risk lif ntlt acbiENing their ~tated goaJs, or current 
plObabiliW 0f"lIrhieviPg'" goals (wbichia actually tbct;hance 

which advisors sitnply ad\liJe. the 'Client 10. ''Wmt for the Ions 
term" (i.e.. DO. action) &<lve more money or e1i.m.iwite 0.00 or 
mo.re of the loweSt nm1red goals when thep()rtfolio perfOIIDS 
poorly. 

In one ~ of the mven.tion, an asscssmctJ.t [)f SOals of an 
investor is cwril'd [lut by a :financial advisor. The financial 
advisor may lYe an individuaJ, an organization. o.f 000 or more 
mwntizatioos; and rrn'IIy include the use o.fprogmmmoo com-
puters. The investor may be MY legal Df natural pcnmn or 
group of p<ltIIOllll. 1'yp:iealty, the investor will be an individulll 
or coUk'ie, but could also be an institution that 1m an invest-

of exceeding,. but rarely is disclosed a$ 8uefi).lf actual per-. 
fOJ"ll1l)Jll;e of the client's investmmt portfolio j~ poot, the 
clie.ut will usually beadvh1ed to frlick 10 tbcit long k:s"m plan 
in bope thtlt Ihings work out in rhe IoDg tm"ttl or\ess frequetl/ly 
to inl.m':ase contributioOli to the portfuJio (lrto climinale on¢l'Ir 

6~ metlt portfolio and liabilities it wi:;:beli tQ fund like an endow~ 
moot, pOOJlttn find, or flllmwlIion. The c:<aropl:e be:Jow i~ 
/Wlored to fimmcialadvi$lng for individuals orcoup!l:s. Haw-
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ever, such principles may be applied to inve~1011l other than he U\lOO by the olient and advisor to communicate the idooJ 
individuaW; forexwnpie, these prirtdples may be applied to vdlueof cachgoal. Theidea1 vaiuc-canbec;<qlresiied variously 
uharitit:~ lAA1'kil\g prop~:r mllllUgf;mcut of funds or ~ dl..~g'onlhemttureofthegool.a$noledab(lve,-intt:rut~ 
Irtct1til. In this. elCa:ntp1e, II fl.flll.Xltilll advisorwiD oblain oo:rtain oftiminS(i(ica11y Il!I $OQllIIS posslblc) and values (ideally ll~ 
information from the individual or couple, -who will be much as possible). 1"he ideal Wlloos of goals are received by 
reft::tted 10 !IS the ellent thll advisor. U indi~led by block 1l0,!D)ii recorded. 

Refctrlng to FIG. lA, the finaoojal adviSOr m.ay ad!: the TheadvisorcfIll thCllasklhecliwt 1.0 identity "acceptable" 
client for certain backl!,l'llund informalion at ~lep lOS. This V'.ilues (lfeachgoaI,as indicawdhy block US.An !!tX:epl.able 
inform.ation is typiClll1y briefer and OOJricr to obtain than the value of a goal will geDernlly twa s.mnl1erdoUar wltw, ~~ch 
type ofinfomtation typically reqr;dn:dindesigning II financial \0 !l$ of annual:retiremen1 income, .an estate, fundillg fur educa-
plan. Becauseoftbe lIInouot of uncertainije~ in the future, the non ofctci1dren, or a laigefuturepwcbase or a later date, S'Uch 
infOl'l'l.Wtion oollected ckHffi not need to be as arduow; as is as when one relir<:s or \1 Iaterdate for a large futu.rep~ 
typical in plamili:lg because t:hcm am marty d<:ta.ils tlutt are that 1M client would find as acceptable, i.e. they would be 
~ in the cont~t (If the ovemll Vilst J.I!lCertainty of the :;:a~isfiedcomprnmising the goal (or deJllying il) to \balleveIiC 
:fUturo. In general, such inful1'lliltion iut.:tudes bJU!Id but oot 15 it were ~ to achlClle anothor gout they pe:rsooally 
detailed infonnation about the elient and !he client's I!Ur'i'etIt valued more. 
finaucli:!i, information a';)out anticipated future-income of the It should be noted that the aceept.lble size or timing of a 
c.lien\.1IUld the like. Infu.:matklll about the client includes. such goal is-oot the smallCllt or latestbeatable:or tolerable amount, 
8$ age (or a&ffi if tl:ie ~t;lienl" is a CQUPle). cuntnl assetS, but rather is !he tlmount thaI IS suffJ.clen1 fOr the c1ienllo be 
C'l.U1'OOI incomc, C\lll'lffit ~il:kmce, and cummt expenses .. 20 tca8O.Q3bly -pleil):lcQ. When II wlne rcpreseJ.llli a time, ruch as 
Information lloout future income will be in The nature of retinltnent 9gC or a date of II major future purchase, to be. 
assumptions as to future iru;ome from SQUlt:eS o~ than de!mled an acceptable YBluc of that goal, the dale must be 
lhv0IItmDtJ16. mclt 115 eanusl income, Social Security, pen- $l1fficiently ooon that fue ciil1l1'll: will be rea~OllilblY happy . .lt 
mons and DlhergOUl'Ces of t'f)Sout:ees. Residcnre· is iruvOrtl:I1l\ will beunderstood that a variety of verbal fOnTll.lla\mm; can he 
f{lf calculatioo fue impact of local taJrn:S, ·including stale, 1~ UBedbytheclient and oo.v~Qrto oommucicatethcaCCl:ptablc 
ootmty And municipal UOOffi. The llIltUI.'C of thi, infunnatloo value of each goal. The acceptable gO!lls 1JI'I'! ruooivcd, all 

win ... 'MY ifthelechnique isapplied to investors: ot cHenlB who irulicutoo. at block 127. 
ate not individuals. An exemplary illus,tratjon ofldeall!lld acceptable Valllt:1I 

Having rt'Cciwd thil' re1lttiwdy sWlightiorwnrd inJ"onna- fur 1\ Vluietyof goals is !ihownin FIG.l, in which the"clicut" 
tiM at !itep 110, the ~ advisor now asks the c1ieD1 to J(j has ideotifled an ideal retirement. age of 63 years, and IIII 
.1dAntiJY their goals, as at block 112. Goals .typlcally include acceptable retirement .age of 63 years. Likewjl!tllhe dient has 
!lmwailitbili1y ofrest.ltlmCli at varwus times, suehas 1\ nmge identified an idt$l ttaveI budget goal of $:25,000 and an 
of ann~ incotm:: duriug retirement., a desired ran&e of ftmds acceptable value of $5,000. 
in 1111 t)~lall: at a particular point. a nwge ofdesil1$ fur autici- Upon. rr:ocipt of these v.alues, ~ client is" then asked to 
paled largo expenditures, suchas eduOltirmal expcrucs fot a ),5 prov:lde relative vWOO$ fot ,*,h pfthe souls, (Ill indi~ted!ll 
child. major future purebases sucb ll·$ a "VIlCatiOll. home, a block 128. These must be provided in \I numerical ibrtl). for 
J'Cliromcnt vaCtinon tnlvei budget,.a desired Mtate value at purposes of ca1o.11lltion., but I;:att 'be o~ in wrnal form 
death, or any oth£r ~ of any description. Goals can from:.. cliem and then IXlnvertOO 10 II numerical form. throul!'J1 
be relatively serious or frivolous, 31.ld no accounting between interpretation by the lldvisor. The client may be lItompted to 
the tw() j~ made during the pi ;~iJ:iqation pfwl;e of the 40 llltNidc the relative vaJl.lA, offnr (!X,I)fllpJe, 8(;biovjnsan !i".3riier 
method becaU!le traditicmal /:inancia-l piaruUug methods have ~tdate, VetIIUS thcirJifMylt: once retired, ofincreas-
advisorn cooclting cljents about being re<llilltic in :goal s:etting ing the amount $av~ each year prior 10 rcliremenl, of i'e9nc-
which elilninatM the pcte:rltiBl fotachleving "fri'vo!Ollil"gml!S ins tbtirtdlvel budget prior 10 Qr during rotirumenl, of ~< 
thls!lllllhod of fioancial advising would -enable. Furthennom, ing tb.eamount of linooUrte, of reducing thema:ximumatIlount 
1he kil"ld!! ,of goals will VIIl)' between cliooJs. For elf.lllllpJ.e. II 4'S AvailableforedooatiOllohhildten,andtbe lik~. Forexample, 
childless CdUpiemay have on nood for an estate otto pay:b while it may be Ilceqrtabla to have 1\ $5,000 th'IVei budget, 
education. The lldvisor should be c:areful I<J elich all of the, would it be worth it 10 you to delay tetil'ement 0lW year ifit 
goals ofllw client. iru.:luding buth (jommon guals arid 1:lm$e meant you ool)ldl:\ave a.$lO,OOOretirenleultravelbudgct.1k 
th<rt (tte i1ue or even unique ttl the client. The advisor, having set of relatitm vaJ\W$ may involve, if doner in other methods 
oblllined the identity of the ~s, at blOck 11.3, theo CIItllUlk ~o Without Ihe limiting hounds ofjdeal and socep1ableproEilitJg 
~e client to idcn\i1y an id6ahalue of eachgoal, nut step 11$, Ill! ·in this m.erhod. a rtltber "Unwieldy ls.rge $et of questim:w., 
Values of goab cat! he ill me furm of ml ideal nniretne.nt age, which couJdbapreoontedin the fonn&tof aquestiotlllalro. BUI 
or an idMI number of annual vacation trips during retirement. this method,. having the constrained bounds of ideal and 
Ofherval~0$canbeinlhemltareofoneonnoreplanned\ia8h aa;eptablo goals to wm:k from, simplllie~ the pw\';(lSS 10. 
withdrawals at one or more defined poitilil in the future, or fur ss merely giving a tl,llative VlJ,foe contra!ll.amongst goals,.teamed 
~urriUB· ~ or 11 future major expense (.e.g. "the bellCh by lheadvisorin a simple{;DIM'./'SIltioo or pdbup$ with the aid 
house"). The wine of gQl:l$ nmy at$/) ·include amount, and of a Simple goal m:attix. 
timing ·of savings to be added to the portfolio prior to retire-- There are numerous mtmnersofinquiringabeut such pref-
ll).I!Ill.l. cremes, Forex&n1ple, relative weighting may he inquired in a 

IdeaJvalue& ofgoawaro thoscvalws which tbe£llent most 00 verlxtl format, suchas "Isanearly rutitemcnt as important as, 
prefers in WI:I.:b t;ep<trale categury, wilbon! regard to whcthm" Ics:! itnportant than, much Jl!l!s important thtm, mnre impur< 
achieving eaeh ofthu.<le ideal values is re.U ... llc. The advisor tanf tban, ·or much more im.pul1ant than., having addi{icwal 
should OOnu:tlurtiCate tlwl1he ideal goals need.not be reailttic, income during retiternent?"'1be qu.emiClllS truly be Il.ikod with 
all taken tQgether. In general, clients will·~ to s.ave less, quantitativcNalnes, such as "Is delaying n:tircment by :five 
retire sooner, avoid ri~k, have II greatur r>::titltmcnt income, 65 Yellin; about !he !lMme.;.m, numb prefcl"'db]e to, smnewhatprcf. 
llJlIi hllve II lruger estate, JVld (he idwj ~lues of gooi!! will crable 10, somewhat less preferable to, or very lIluch less 
rcfieetlhend!'Jillx:~.Alty IIppropriateverbal formulation may preferable to, baving $3,ooa los!> in annual spe.nding during 
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retirement'''' A$ goal, IUt ge'.l'IcruJ1y oxpl'e!lflllld in rerms of below tbtl ideala» well) thcdieutlJUlybewitl.ii.-.& to n:wJt,cthat 
timing and mouetaty amounts, tlw comparoiOlllI will imlolw lrode of delaying mtiroll1ent one year. r ..ikewis.e. the client 
Nil:ltiw weighing uflhl:::w types of wltIe~. /lli will be appn:- may be willing tu <;:omprtim!st: their ~latl,; below 11m! $500, 
dated., tbismP.lll'lel'ofquestiooingand of relativcwejgbing~f 000 uumbcr if many other goaJ¥ (tro'IIel budget, rctitemcnl 
geals cao. and will be applied to aU ofllie goals identified by 5 Ufestyle, retimrneD1 "ilJl £Ie.) must be =pmmillcd to only 
the client 00 that a romprebCllllive intetrt:II$tion of goals j$ Qt«iptablc levels to have sufficient overall CQrdidcncc. 
deVclop¢d and will be cdm:eptl.laUyundcnl1ood by Ihe finan· After l\'tlIiIipl of t:IJ.c: relative goal value infuntllltion, 3' 
(;1131 Hcl\rl$orfol' him or her tn frumuia!e their recummendm.loJ1 indicated at block llY,1he financial adYi~()tuses the matnJ( tn 
for the client. This- conceptual interrelation will eoohle the dwclop.B ~end<.ttion, a$ indioo.ted at block 130. In the 
client and futancial advi~or to ohtain a deeper undentanding 10 lIllIIY$i3. the ideal and acteptabk VIllues of goals lllWtakim 1I~ 
of the relative importance: of eath of the client's goals tluat is ~eIi' of each of the goals (i.e. they are bookends). Elich 
trubstan\.iAIly more nuanced than techniques in the prior art goo.l h!!.$,a rep.resentativ¢ dclllar value of achievement (e.}!.. 
!hat require the client simply to rank $oats. in asoemiing or co~t of the "beach house," com of "child's oollege tuition", 
de$<rendiugorder. The interrelation can provide iru:iiYIts 10 the both in ideal-the most, andaooepl.llbl~ i.e. adeqUi:tte} These 
client theJ.nyalvcs abOOt the relationshlps of goals in II way lS aasembled values aloug wilt! theadvi$Or's undcrnumdinp. of 
that they may nDtbavepreviously considtl1'ednorwdcrnood. the relHti'veprioriti&.! amongst goals-art! w;ai by the advisor to 

lJltin\atcly, II ,goal J'lIIIlrix j:; dewklped, :iliniIar to the one build a rocommendtltiOl).. 
iIlulitrated in FlO. 3, in which goals are listed on lhevettical 'T1.'tI'J iidv.i&or then Uses these values and perfOnll$ siru:uJa· 
alltt a<:Cl:pl.able co'nlpromise..o; are listed on the borizontal. As tions of variouS model alloeasions, ~muking.IISSwnptioru; 
cnn 00 seen, the'lMlri;lC. can providem (1lriY vismil compttrl~on ~(l aoout the future performance of the :lS1lociated C'apltal mar· 
of eaeh individual goalligainllt each other goal, In the iIlU$~ kets. The advisor UIlCffi the I'il$Ultt of these simulations itt 
trated embod.i!mmt, the ,client bllS identifie4 that in o.rder to CQIllbination with the ph matrix of FIG. 3 10 ~ 
reduce the Wvt'$tment risk in the portfuUt:I, they ~llld lxiI whlchmodeJ alloca1:Wn wj}J aUow the G1ient to achieve their 
willing In retire lalerlllldlortedllcil the size of their mlaw, A moKthlgb\y vaJuoopls, whlcb goal:;, if any, w111 need II) be 
further anaJy~~ !ihO'W5 that, as to the latter two goals, theclient 15 adjUllted c10~ to their "'aI:Ceptable" vuItlC, and which goals 
wonk! be willing to reduce the size ofthelr C$tl\le itt order to can beachievoo ntorneartlwir"ide\U"value. Likewi$u, using 
achieveilieirearly retiremenl age.Atranginggomsinamatrlx \:hi5. method the ar;lvis-or PJl't also recollUIlelld which lower 
nllowH the financial advisor to determine the :relative impor- value goals can be achieved W)thonly slight mcxlificatioIlli to 
lance of each pI oornplJl'tld 10 each other goal, which then the'\llllues ofolhergoals (e.g. i:rtcnm~u pre--letirementl1llving~ 
allQWs the advisor!O prepose arecornmE::lldation thot provides; 30 by $X to ~bieve OI1e- more J!llr!Iili:a lrip per year in retire .. 
J;t;J;(fieienr ~ IlGd eomfu:rt of IlclUwing or exceeding menI), 
those goals,each client uniquely values, without unnecessary As will beltppreciated by nne ofordi.na:Fy skiD in thc:art, R 
sacrifice 1() their lifestyle and IWoid$1ll)Uccessary 1rwedment variety simulations can be pcrlbrnied. In a preferred embodj-
risks. went'bflhe inventive method, the capital market iliillUlllptiQUS 

Alternatively, the fiOllnciai advisor caJ1 use the matrix to ~.s are lho$l) based on the IlSlll.t1lJption that usrets til a portfolio 
identifY lower rartk.W (perhaps even friVolous) goals which will be mvestl.>d passively. As pteViously di8jJU8lied, mvesting 
can be achievw either through a minor change in the client's in $ctive11 Iliano:ged lnvelrtmwt alternativea carries a risk of 
inve$tmcrit IIUocatiOil (i.e. a minor ~ in investment materially underped'onnin:g the relevant allt;et classes to 
risk) or only slightly reducing or delaying otlrer goals. Pro- which the investnJent belongs 'lJlmby introdudJlS a risk not 
viding Alcb an additional benefit to the client will result In 40 heipg ulQdeled u one mes onJy lbl.l risk atld return character-
signffiCllDt CWltomer satisfaotion,. compared to tmditi().nal .!sties oftbc asset classes, AJthmJgh actively ntIllllIP 1nvcSI-
practices of profiling the client ro be realistic at the begjtrQiJ:)g werit.s also canytbepotlmtial furretumll that are subsUlnrially 
which would igno.w what would o~ be: considered lit abqve those uflbe associated assc:t,clns orclasses, itis known 
frivolou5 goal, or in simple ranJcinS methods where :flly()lous thin any actiVe implemc.nllltiou has 100 p0tential for a wide 
goals would be,oompil:tely elituilllttod due 10 their low /1IrIk. 4S nmgo: ofpo6~ible,outcom~'(.from materially underped'orm-

Tbe Ulle of a matrix provIDes Ill1 additional adVl;lllwge, in ing thelt1tlrlret or IlI1$et class to aubstantilll]y out-performing 
that it can point out apparent contradictions in the client's the market, and all pnillts in botwCCll)1hU~- a160 carrying and 
relative valuations of goals. As can be ,l/Cell 'fmm FI!). 3, a illlnnrucing-a levelofrbktb;l.tis difficult, ifnotimpossible, to 
collt\1ldicbon appe:ars in the client', prioritization of retitn- adequately prtldiqt, and thus canprovidtl widely VIll')'ing out· 
ment age and esw.te ~izt:. The client in this ~ample hils 50 comes from year to year. Also, in the IIbse!llie ofbeing able to 

identified that in order 10 acl1ievc their early retirement age know tIili: risk, ally COtltldenoonumhm P~ltOO to the clit'ut 
they would be willing 10 rcduee the $im of their estate, hrJW~ can be SUbstantially £tawed ifthis uddilional risk beyond the 
ever, they )uNe also identified tlW in order to achieve their asset'class uncetta:inty 'o>.IlISi'lot considered. Saying a client MS 
e:st.atc gool they would be wiU:ing to retire later, The IdenHfr· 82% oonfidence if in\'e8ting in these asset classes (,i,.c. pM' 
cation of this contradiction hlgblights1ht.'l many tinlIls fine S5 ~iveJy) tIlay be Ii l'ClUIOQJlbly aru1 directionally wUtld repre-
diffurmlCOS exist betWeengoai wlues, IlIldthllllcanheusedby seutmion. HowlMlr, )lIIying the client ha~ 82% confidence 
the advisor Md the client to obtain It deilper'lll1.derstandig of bll:«'d 00 the.asset classe& modeled, then investing,jn a nmnncr 
the actual relative prioritization of these goals, In the 1lIQJ!~ that introduces an opPOrtunity fbr ex~ marlwt results 
rrated example, np\Jn identifying 1he oollfiict. the Ildvl$ot and.a risk of materially underperformiPg .Il\II[ket te$wt.o; (nei. 
could ask !he client Jl1(ll'tij detailed quettiOU$ about their tela- 60 ther ofwhlch were WQdelllrl) TIlAkm! thut oonfidooce numbet' 
rille prioritizatlan uf e:<\a\e valUtl l'tlrstlll retiremOOI age or if ofquesti{lIlilble wlue IG the client because it 'can btl ~i1btttan-
there 'are pre/'l!m;ul wJues fOl" either between 1M idctlllll)d tially flawed.. Thus, rccommendlltions shoUld DO! include 
acceptable ~ the advil(Jr 1'D1l)' ward to coosidw- when inve!lting ,any ussets iii IIny actively-managed lUnd. The fa<:t 
designing a rooommoodat:ion. Fox r;:lWlllple, if delayill,gretiie- that a given fund or fund manager Iws done better than the 
ment by only one yellr confidently "buy," an estateeqJJJt1 to 6S mariu:1l> in the JIoi'$t is oot an indicati<tn that the fund will be 
what the couple inberited frum theirparonts of sa)' perhaps mme successful in the future. 11u:. Ullcertaioiil;'S inVolved 1n 
$500,000 (far above the (lCCeptabJe minimum estate', yet far investing in any manner other~ funy pas!>ive investment 
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create/l div~nc:e betwC(n thepredicted prubabilil)'. Rather. remote of a probability 10 be u$l.1ul in advising a client aooul 
the inclusion of w;tive1y managed fund!; in a recommendation " dynamic and chaoging sci of goals and priQritiei.. The be>t 
croo1.w an adilitill.Qal eIl'Ul<mt or uncertainty. Moroover, there and worst rcsulu Noould be better and Wtmle than the bt::>lilOd 
is no reliable model forpredictingthill:'lIddltionttl el«ll1OO.t of wom hlstorical results. Otherwise, the ¥imulation wmtld 
uncertainty, altlwugb. one can mbdel potential impactS of the s indicate thlrtthe wOrst ('If best possible n!Sulu. had occurred in 
amount of uru:crtai.oty introduced ami balsed oq. !he confi~ the r¢latively short period of time for which there i~ ilu;urate 
deuce aud comfort tar&oted undl.1.r this ,rnetbld, even a sb:ulll dula. The amQunt of the variation should depend on too vola· 
amoW'l1 of octive uncertainty (i.e. well beloW any actuII1 bis- tility orthe 8sscle1ass. ForexmnpJe, 5imUlitlOOresultswili be 
IOricw rtlJ:lI.2s) inlrodutle$ IIIl ilTlltioDaliuvesunent risk. that very dooo to teal results at thil s<f' percentile f(Jf Trcnswy 
t;Ould be avoided With II rt18JlIlgl;:d find, one caru:tOt use SIlI- to billa, and wTll generally be furtlmraw-lly:IOOm leal rcsWt& ~s 
ustical tochniqullS to a!;C\IPI1ely model the risk of'im!lerper- the madr.¢ becQmes IIlOI,"e volatile, such'as small capi'laliZl:l-
fOftJ'lio.g or ou\pelfo:m:U.ns the mmY.lJt but the possible risiit tion &tockII, Tooting ahould also indicate that the varl41tion 
introduces C4ln cmu;eptually be es~atCli ~d shm.'1).1o bean b<.ltween the slmukttoo returns and actuiU rotur:tlS, at the 
irrational risk mil! method of advising wQuld avoid based ex1l'e.mes1 is greall:rmasset clas:;es wilh highl;lr~llatiijty. For 
ufM'lo a key tenet of the :method of iw<)iding 1ln ....... WSU ry 15 twmtple, the beSt lind wornt r¢SUlts fur ~J 1lIlJ>- stocks are 
.investment risks. likely!O be signiiicantly better and WOJlle, n.':lI;peClively, than 

By eouttast, the lISC ¢ fpl.lS&ive investmeut sltetnIttivllS pro- the historical resJJlI.s. If the .model is found not to predict 
videsH reltrtlve1y high degree of predictability to tho furoeaI;l results alq the foregoing lines, th«n the model mily be 
simulatiOns. Although ~llch investnu.mlS have essentially no found to be UllI'ealistic. The modeling a~I>tn'IJPti(lns &hbuld 
chance of ever si.@Jlificantly oUlpetfrmning the eSlIOc'ieted XI !hen be ;!.djusled. 
a$llct cla$s otcli!llllCS, but likewise they will Jl¢'Ict materilllly Asset dUlises c:an.mchllie 011 u.s. stockS, u.s. large capi~ 
underperfomlthcirc1as->esbymorethantheir'~I:S'>Yhich taliYatioo stocks., U.S.latge capital growth stocks, one Of 

can be at:CUtltwly IJlI)dcled.. l'hui, pa!I,ivc·investmeol.ll furm fllOxt: f()fC1:iglll'lllll'kcts, U,s' mid..c!lJlitaJization stoeks, U.s. 
the ba~i~ fariDVI..'llling I.Jsing\he prelI\!nt me1l.lJJd, by avbiding small capitaJiMlion ~h, '!'wa.wry bill~ and bond!l, ootpO-
the Ilnnec;:essary risk of potentially material market under. 2S mle und mwicipal bonds of' vllrio,,~ maturity, cash, cash 
p~ eqUivalents, and other cias\l(!S of a$!)W. 

The modelused ttl sintulate marIret,R$llln; is preferabtyone The testing of the model should take into accotml Wtria~ 
that pears a realittic relBtionshlp to acllml bistoricalllllllket tions in bi,storical ma~ts. Fo;r example, using nIIldwuly-
rcl.urns, However,lI wcll·dI:!$ignedmodel shouldnntfilavisWy $elected hislorieuI )'Ilsults in the geulMation of returns in a 
follow the data available for hi$torleal mrukets:. l-listorical 30 Monte Carlo siUinlation can result in obtaining an excess;w 
m.arket dma is l1Wilable foronly a ljmited period of time; and number orselect!ld fCfi:uhs from either bull 0, bear markets.lf 
only .rcp.:reilClrts a pot't:IOD (.If the o\lwomet: possible in the data from those ~ 3ppe.ar1l ~Jvely in simW3100 
furore. A, well-designed model js valid regardle.s of short returns, the simulated)'et\J.1nli can be skewed exccssrl:vely in a 
term market eb.arJges. A model that slavishly ful1Pws market positive or negative direction, Thus, the inputs for the M(}nle 
retlltllS, such as modeling booed on tho most l1:lCOOl twenty 3S Carlll dtita ,hould belW1ectw so that unllllual results, such as 
yeatS,eb8l1ges each time new d$ta is ~dded. Even for long those woo the unuSUHI bull Il1!i.I'kets of the, 1990's, ortbo!le 
periods of time., web as 30 years, the Iimi tOO hlJto.rical dm l'rnm the lollS b¢a:r market of' 2000 to 2003, are fi.\)t (}~ 
the industty has B1uriIrt that for VOlatile asset!i like Iatge cap resented. 
st\;lt:ks, 30 year retw:.ru; hm;ed on month1r data b:wk to, 1926 Mode)ll which are fuund to predict 1hat an excessive per-
lIDowll ::;Oytmr!Wetllge retum[lUlyng frum 7.11"Atto 14.29%, 40 centap,e af oulOOme6 will be worse tlum. history ,1I.l'C inappm-
If one usc!> either or these 30 Yel!f rcswts liS an input to Ii priate, as II piau bwrcd on lIuch a model is likely to l'Cllult in 
simDlationengine, t1leJ.·wouldbe simulating.a50% chanceof 1lflllec:(l!lI!ary sac:ifice to 1he lifel!!yJe of the cHem. Similarly, 
doing bOt or W('ll1le than the mat'ket haG ever done, whichis models wblch are found to romll: in an inappropriately lrune 
b1atisticaUy erroneous. Such dependence 00 tIailing returns is percentage of outcomes superior to lWilory will oven1tate the 
not appropriate for II reliable uk'ldcl of market beh<lvior. 45- conflderwe that the client can have in the m;otnlnendatiOIJ. 
J.ndetrl, depending on the time'period selected, there will be Models thai !ail to ilCCO\I.Irt for IluCluatitml> in JJl'IIrlruts (e,g., 
significant variII1ion wboo a model balled O~ trailingretums is aSsuming a constant imnWll rd1e of return) will miss signifi-
tested againl!t,actuul historical retu.rns. A l:l104t:l with b:igb.er caotrisksAAOOciated with.nuukettluctuations/Illdl1ompletely 
lcvel~ of (;0l16dence will not 00 ~'Q dependent on the dWt. A jgnore tho unoortaitity of future nw:Iu:t:II, 
model usio8, Monte Carlo analysis is preferred to modellhe Sf) By employing these simulated rettJm techniqut:s, the advj· 
prltI$ible futl.lU.l rowll$ to enable the cxpaD:liioo of the prob. IIOJ' dcsip an uppmpriate l'CCOtlllntI'ndati()n forthe client In 
sbiUty Trnlt we hIlVc IIDt yet seoo eithct the best ot wont the" the prooaIQ of designing tI reOOmmCtldation, the financial 
mark.els JllIl.y plOl'iuw. <tdvlSOf I~ ~ effectand sensitivity to varioos gOlli~ based 

A wdl,oosign¢mo-OOJ will show various defined dwac· on their oonooptual understanding of relative flriori~ and 
terlstics when compared with historical fell.ults. Ofcourse, in ~~ rter;U:ivety worb thcir way to the best solution amung the 
condullting such a oomparison, it shouldbe kept in milldlhat $001$, priorities and desire 10 avoid or Iotern.m::e (() HI1l1ept 
hlAtotlClll resulw t'lIIj')m«Srt It relatively short period. lind a 1nvootmlllut riitk. The reco.t.n.mClldation that reillllts will tit a 
relatively small nmnher of potential results. A w.ell-dellijpKd mininrutn :fulfill at1eaJtulllilf Ihe acceptable values and date:fl 
modcl should indude resulw, in5lJcha.reo:> $,average rerum ..,f\he gnals ofthedientwhile providing as littledeviationas 
and Jruu:idard deviation. al the extremU$ that tall bio/OlJd actUal 1\0 posmble from the idelrtl val~es ofthooe goal, thlItfueernml has 
bill,torical )'!$uilJ;. For example"at the StA and 95'" pemmtiles, indicatedare most important. The goal ~tri~ is used in this 
simulated lV(Il.lll~ should be respocti;vely. higher and 10Wtll: pl'O(e:;s. 'This may be' an iterative ~ fur the «dvisOl', !lnd 
thanthe S'" and9S"'" percentile furhistoricalresultll dependin.,g it l'l'lIly involve the creatiun of It o.umber ur teSt pliUW that are 
on the number of ~im:ulatil).QS. being.run •• , i . ." maihemati- developed and compared using the gO$ls .tnatr1x. Wb.ik one 
cally ilip'gre:atet ~ willl1Jcist in larger number oflsimuw tS might be tl'mptOO to .. reate ,3 testing .dwot.iu:n, the required 
iati(lus. though their PfUbl(ll1i1lties of oc(!urrenI1Q'ol.ll';l': a SIlJ- inputs 'Would be unwieldy tI~ pnWl\lull!Y discusst:ti a.nd the 
t1stically valid number;;!f simulations has bce.u run will be too practieal realitY' that the- client' j; goHls lind priorities will 

Case 1:11-cv-05503-JFK-JCF   Document 1    Filed 08/08/11   Page 21 of 53



US 7,765,138 B2 
13 14 

change throughout their lifb anyWay (clienl's are not clair· mendations fire prcfcrebly Cla~8Q1i of IISge{S which (Ire PlIS-
.... oyant) Iilllkc ,such au effort a rather u~less I':)tpeuse of $ively invested (e.g. large cap. mid (;/lP and smalleapstocks, 
~f&Yllndlcad to II ral~,sew;c(lf precisionlhalhinadvisablll foreign s(ncks, Treasury ~nd or mlltlicipal or corpurale fiJ«:d 
cOI1JIidering the VlliIt uncertainties mille futurn ineonw IWi¢witie.s, and cm;h cquivldcnb), 

The firumcial advisorwill develop these recommendations 5 The client can review the reeonnnctl!.lalion, and pnwidt 
ufling IJ complltt;: haviog various backllfOund information feedbsl.ck or question the:odvisnr about the ~ornrnelldtttious 
relating tt) the elietrt stored \hoo.lin, Thus, the clienl's back- fottheimpac:lofaltlltWlli"eaUocatioU$,reooll\ll1OOded wines 
ground infoJ.'l'l)a1ion will typically be ~11,lred in memmy or on berween the ideal and aCCflptabJe go-d.ls; L'tC. 'this oollid be 
Somll furru of &tornge modium, Md lit progrnm running on the 1l00ded due to the oollC¢ptual IIiltul'e of tM discussion of 
computer (or it connected co~ via a netWOrk canace- 10 relative priaritiCfl."TbClSC re3sonsmay pt)intnuum error in tlw 
tion) will use the background infunnation in concert with the ~ Qbtain~ as to the identity of the goals. the ideal ancllor 
I1tIltltef lIinlulation teChniques to develop the WOOJl1OlendaM acceptable values of the goals. ~or the relative valuUli 
tion. The rerotnlllWldltion will iru;lude a CUl'tW1t!lllset Mlbodiedin the goailml1rix, After cOlDultation, the advisor 
'amount, tlw lime and amount <:If all contn1}Utions (cl.ll'{e(ltly can make the apprtlpriate chtmgeR.1U1d Ulen repeat the step~ 
plauntd) to the portfoliQ awets, the func amd tullO\.U:It'nf till lS above of dc5iguing tI J'('K:om:rt1Ctllfution. 'IbIl rorlre:l re<:omw 
withdrawals (eurtetrt.Iy planne<1) from tlw porti'otio as5ct!:, mtmdntitltl. is then provided til the client. 
and all('Jl;';atkms of a$$et~ among o,oe or more clSSW!> of pa$- Using the relative ppal-weighting ~hniqtlc, it can ofum be 
slve invootments. which alll)(;atiotlll may be eomhmt or miIy foundtbltt areJatively small chanac inoue goal (e;g. i~w 
change lit various 1.ir\ws. ing retirement age by one ywrwhcre client loves their job and 

The.appropriate )"OO('mtnelldntion will havt IlUfficicnt bm 20 do¢lm'l mind wadting an additiotW year), can be sufficient to 
not eXi;UI!:SWe oonfidetlCe of exceedi:og a It'C01lUlleIIde rosu1t wake a signifleant change in another goal (ttll buying beach 
fot each goal. oot better !han the idcJll" V<Ilue and not wtmie hQuse 5 yearn catHer). IllgMCn!l., by increasing savings duro 
than thew;:cept'lble value,As prcvlomly noted, II mcoolOlllllw ing W("Irking)'WS. delaying retjp.:moot, llIl.d reducing $pend, 
datiun with better~ \he ideal vJlloo ora goal is considered jog during retirement,. Il. g.reater likJlilihupd ofEXCBHI)ING 
undcsil'ab\t; beoaure it would indicate that SOme other goal 2'> all af the client's: identified goals cxlsll;, However, it is an 
hl!$ hetJt $lICrlfu,'tld ~8JWi1y or that the client is il&cclfic· imPOrlAUl feature ofth.e pmsent lnventipn that the udvilJOf and 
ins too much by contributing IllOre to the portro/ip than is cliem recugID;te that such Steps. involve some certainty of 
n~~ and thus will have less c1l$h 'available for present sawifice for the client. and tlw.f II recommendation that 
(i.e. non-r¢liremeDl) u~e. tribe iiklal vallie of the goal hIu; IlchievestooWg1:tIl~lyofexcee.dingul1orm08lofone's 
been prtlpt.tly elicited fMmlhe cUent, II ~et better tlw.n the 3fJ gOlll!; more goals may not be rles.ir&.ble because it can unduly 
,deW vWue will be of no or almost no udditiOl"Ull wloo or sacrifice t:1IITent or future e~oYDJeQt nfthe only life the client 
utility to tho client, has. 

It will be lUldet$tooo that a part of the process of the Once again, the importance of investing in passive lnVIlllt-

evru1Jlttion under this method ill runnin& a ~ of ltimUJa- meot .v.lternatives is oolUidmu} key· to providing the client 
tions \is.mg appropriate modeling, Il.s·dlscussed abtJve. It will 35 witha recollll'ne1lll»uon that includes rutlffit:Urllte elltimate of 
be appreciated that appropriate modeling provi,de;; Nperior the tonfidcJ:1ce-lcvel being represented As previously stated, 
tt;Stlits. i.e. duel nol contain un.modcled risks, As prevloUIIly a toasonable estimate (If 1he confidence lew1 can only ~ 
explainoo. the modelingof capital markets is prcl'erllbly·cat~ provided wben both reasonable capital mad:m. llSlIUlllpliOl1s 
ried OJ.lt as!lUIDing passive investment alternatives. The advi- am use and passive investments ate tI$$l.1ll)ec:L lfthtl advice to 
$01' ItlltY wly on priortemng of capitalnh'lrket models, or IUlly 40 be provided WeJU to be forjnve~'t1neDl of one or mon 1IMIe/$ in 
~ the additioool step ofoonducting II. comp!.lIison...All indi- /llIJll>.l;ged f'Iul(ls, or in iDdividuolmocirs, individual p30ceiS (If 
cated at step 140, the flpp,ropriateness of t1u;l model for the rea1 estate., or other l'lSlIets that behave di:ft'~t1y than the 
particular recummendation may be tested by cOlUpMng CIlpilal JnIllkc,t$ that were mod.eled, then the ooo.filkuce being 
againSt .historical results, uBiOS tethJ::tlques e?tplaiood in 00- represr:nted 10 the client will be flawed bec;ause the specific 
pending U.$. patent applipatioll ·Sm. No. 09/43'4,645, ft/ed 45 uncertainly introduced canDO.I be pNdjcted with r.ertllinty. 
Nov. S, 191)9, titled "Method, SY$fem, and Computer Pro- was not included in the con11denc:e calculation and therefore 
gram for A.uditins Finahcial Plans," to David B. LoeJ?et. the CIlllllOt he modeled to produccany panicularconfidence level 
ent:i.ro corrtcnts of which is inoorp:o.ra\.ed by tciltl'alce he~iI1. that would be lllItesootttive.A rer;:OUJ.ll1OOdatiOl1 ofmllllllged 
A.!IlK!too above, if the I):l(Ideled .results differ $ign1Jkantly portfolios, carries a. degree:! 'Of tmpredk:Utbllity that m.alo::s 
ihlmhistorical remdts altho. sCi" pen:entile, or difter imlppro· so- themle.SS de$irablefonm1:wilh \hepresentmethod becausc()f 
prlatcly atthe~, then the model must "bero-(('JI\IUll\Od this ~ty ofthcit futu\'l:l behavior (we can reaSOllably 
and altered 1lJ provide hpPlOpriate I'ti!!nlts.. This ls indicated at estimate potential martet unoortninly but not hQW lilly OJlil. 
step 145. The reeoll1lJll!O(!atio.n can then be re-eYaluated, and money manager may behave) ;!lAd the importance of the oon· 
IllIlYnood to be altered by the advisor. a~ indicated at step 150. fidenctH:alclliation baing lIll reasonable emil'.t.mtu in. the value 

The selected recommendation C3ll thett be presented 10 the 11 proVided in this method (an obvious eontramc1kul. exists if 
client (step 155) in a repurt silmlllf 10 Ih<It shown in PIG. 2, one ill measuring and alMring to have llUificient but noi 
wWcltcan be part of iI };uger report, in electronic Of hard copy exOOtlsiw confidcJ:l£C but how one implcmmt8 it int.nJdUCC$ 
form. The recommendation will includean assessment ofibe an tmkoowallJe ~ect on confidence that isu't modeled). 
cllmmlconfidem:t.level, Ihero<lomm.eruiedsizeandt:i.mingof FIGS. l and 4 show an'exemplary form used to oonvey 
g03ls, rooommendaooll$ for UlVeJllnent, and 1!t range. of port. ~n information regarding the teoommOOdation to OJ. client. Tbe 
folio values within which it is Ullt necessary to re-evaluate, method of ptof:iling the djoot'& goals can be Undersl.ood by 
whvtherony ,,",~arcnoodc-d bascdon Ulematket' s behav· comparing tlw reWJtitlg TIl«lrnmendation fur two clients with 
jor (identified by the "corufurt level" zone in FlG. 2). Tho identical bacltground infOl"lllation and idea! iuld !lcceptablt" 
portfolio value "zo~" will be discnsS¢ further bdow in value'S of golUs. but who have difftmmt ltlative weigbtlng5, of 
oonnootion with FIG. S. The recommCiK1atioo includes f@. lib thooogoals. IntbeenmpleofPlO. 2.althOl,lghnotiihown. the 
(lmmendetivBiuesofe<1chguat,oot bettertlumtlnddtml Value, cljenl has prioritized the fnllowing goals: (n) retiretllenl 
and oot Worse than too auccptable v.allX':. Inve51.DK:nt n:c:om~ income, (Q) minimum !I:!Ivings prior to tctireme.o.t, (c) cducat-
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ins their son through p,raduate school, lUJd (d) mnximizing In order to appropriately implement and tna.nal}e the fCC-

lhllirtr,lVe:i budget in rehremellL The resulting rec'lInm.endu~ oQllllCll1dlltion created mmg the ll1Ctbod as described to tar, it 
tion tl'lCCIs their d~ row level of savings, lUlIluai travel is important Ibal the advisor und cjiant periodically monitor 
budge~ and support of !heir fIOll'~ education, while ntber the cf:JCct mthe r..ilpllll1 rnMkct results on the proj!,l't$s being 
goals 6.W cmnpro.m.,isecl much clowr to !he acceptable level S made oftlw recommendation irt OrQ,er to keep the client rtltlo-
hu~ iroportailtly nre gel'llil1&11y not oompl«e1y eliminated natly oonfident about their firnmct3! fi.ll!lfeyet avoid undue 
\Ulles$ the value l<'t thecliellt was C'ltttIltJl'\iilladly low in con~ sacrific¢ or capltaJi1:It UJ.( oppo<tunities to ~uce lnvc$ftneni 
text of other g081$. In the example ofFH1. 4, the rerommcn- risk.Aspartofthismonitorlngstep,.lhcadVisOnuu.iclieotclUJ 

make chaage$ oect:$saxy. 10 m:aintain 1\ recommendation 
dation rclioots goals tltlt, al1hougb nol shown, are,signifi~ hi '..' thro"""" . Iifi 1"-'- '00it; 
_, differeJ11 thaIi thu previous cliMt. The highly valued 10 wit 'n tac "CODIU;:lrt» ZQne "t!>""ut Its e, .....,. ~ , 

review is important ~use il allows the IKlvisor and client to 
gonls ",fthe cllllnt in FlG. 4 are; (a) early rot:ireUIeot, and (h) efficiently 1'Clict 10 m.ake uppruprJate ~ to the =m~ 
a minjmum va\'I:w ofan l:Sla~, an estate of S I ,000,000 mendlrtion when actual market pcrfOl'ltlaO¢C is outside of the 
(In this client's ca~ tbt-ir de!.'ire wm;; to not spend principle perfomumce needed to ma:inlain C{lntidence, !llldavoid sat-
and wanting to maintain the real spertding power (If their l~ riflce. it a1.!KI 'allowN the client and advisor to address any 
portfolio). The 'goalsart' achieved here by oon:lpl'Om.lsing. the . clnutges to the client'S goals OJ' relative prioritielllln'lJ'lnggoals 
amount of lJ.lIvings pnOn0 retirement Q$ well ru;- an. increased tlwt have txXurred since theprwioUli reo.le'N period. 'Thull, fur 
invesmtent risk. m:m:uple, where actual m.ark:et petforn:w.nce for the period 

}1GS. 2 and 4 iiloo place the ~nded, ideal IUld were worse than requited to maintain ~ufficient tunfiden=, 
m:ceptablcva~ofgo<tlsonaCQntinuumofcomfortasses8~ 2Q the advisor can recommend a change in alJocatioJ)., an 
ment. 'this c.oruhincd paclrage of the die.nt·s life long goals increase in contribution lIOlOunt, or a change in values audlill' 
along with ilie r«otPmenciOO iJ]\lestment strategy/allocation prioritizatiOn of pis in order to maintHih the client within 
to passjve invet;t:tnents andapproximalcclllmltpprtfolio val~ the "l;umfOl1." iIpue, Corresponding ChlillSI;$ can be made 
uct are combined to ClIlculate those futt1te portfuli(J v.uue~ where actWl\ market pt':rfonnanC6 f(lt the period WIlS better 09 
neeessa,ry to have sufficient confidence (i.e. avoid 100 much 15 well offering the opportunil}' to 1ttcree$t goals, obtain goals 
uneerta.inty) and tholJC potcn1ia1 fut.ure portfolios vnltll!!l thai earlier, or reduce the portfolio risk. 
would place them at e~ive confidence (i.e. too much 'fbe' pW:iiXlic review advantageously will al~o capture 
sacri:fic;e to their lifmyle). In thi.s example, theN are three cJ:ian&e$ 10 the climt's gqal~, ortheir ideal/:2J.:;,:;eptable values 
categories: "uncertaiu" ~where ool1rKhm.cc is doomed 1.00 or thOIle goals. This ptl)';'ldes a degree \If fluxibility to 1IIe 
low to lwve rC3SQlllIhle ¢¢mJbrt about tlnc' s ability to live as 30 rccmnmendatioll thut cormSpOnds to the naturbl changes in 
CUl'I'ell1lyplannedandrew)l1mcnded!llldtheriskQhllldeslrod the cljl.llil'j; life and their final.lcial aadother priorities. Thl,lS, 
material chlmges is themfOre too high, and is thus unacoopt- where too clientorigintilly idcbtifted·,payiug Sbn's educatio.n 
able; "sacrificC--where there is a oortainty.of giviilg up expenses," as a high priority golli, this gOal could be elum. 
exCt'iSsrw time or (';1.1treIrt OJ'"!\We lIpcnding and leave~ one .nated where, for tllIatnple, the 5Onrecelve$ 1\ sclwlarship or 
with 6 "Ct'Y high likelihood (i.e. 90%) (if letlVing tw estaw 15 dociden not 1Q alWnd oollllBe. l,ikewiJle, if the client is the 
lar.get than pllinned at the price: of Qther goals and/or UJ:l.n(lC- beneficiary or it large family estate payOut, the Pre-Rlltire .. 
CSSlItY illVestnlent risk ('i(lh'ltilityofthe itM':stmelli portfolio); men! S1I'<Ii.ng$ value could be cbllllged atcm'dingly, 
and "comfort" ----W'bich provides an appropriate balance Additionally, eveo.ifthed1mtdoetl nol addor.dl!lletegoals, 
'between the ri~k of too much ~t'Y and 100 much lif- they will be requelrted to review their exi~ goal matrix to 
estY1c sacrifice, As dmwn in FIGS. 2 and 4, the "oomfbrt" 40 moorporateauy chltllgf:ll> to the relntiveprioritiZillioosoflheir 
range resides OOtWeen 75% and 9()OA, confidence. The recom- gools wprcse!lled itt fbe matrix, 
mended values of gt;mi$ wiII be somewhere within this "COm- Once any/all cil.mges hBve been identlfied, a C3lculation 
furl" Iatlj;il. The acceptable vnhx:s ofgoalJi llOOMlly fall in tan be made of naed<d portfolio values necessary fQf the 
the "sacrifice" region, wlille fhe ide:)! values of gual~ [101"- client to remain iu!he "comfort'" oono. Thet>e results CIlJl be 
mally f1#iide iu the "'unt.:ertain" region. While thls is not nt:C- .45 provided tofueuser in the.fonnofa graphic:al display lIimibJr 
essruiIy oJwuys the case, ideullll'ld ~table ~ of goals to that shawninFIG, S, in whicb portfolio whw is indicated 
that fall in inapproprlale areas offer onolhl!'.!' oppornmlty for on the vertic:a1 axis and t:lientase-is indicated on the horimn-
the lldvi!lOf to coach the cliwt about .nee4ins 10 be more Ial wOs. Again, the "l;Qlllfort" nmge is identified in Ihe centltt, 
J'eb.lj5tic aoout thcir Itcceptablil goals (Ix. it the lICi;;;lptable with "'sa.::rifice" and "un~iu." above and below, tespec-
rall~ below the comfort 1.(00) or 10 Cflach lhe client that they 50 rivelY. 
CWlhavegranderaspimtiOllll (i.e. iftheid/;ll;JlgoolsfaUinto the 11 will be understood, reU:m:ing to FIG. S, thatthe range of 
sacrifice zone). As the gmphleal display shows, Ihcte is It portfoliO' values based on the WlCt'rlainty of passive portfO'lio 
range of pptentht] outCori:les and tarBeted potenthll ponfO'lio allO'cationnauuaUy.narrows as tJw'end point of the plruJ, and 
values where if one's goals .n:.t1Ulln unc:h:.tngcd them ill :no /I certain doUm ,amount, is approllc.bed, Th)J1I. the middle 
~Jj ttl be COncerned. " " i.e. cotnfort. 'This ra.nge will of 'i5 ll'Inge in FIG. oS, represents the portfolio valuC$ that would 
course vary for the plll1illU/ar Glient. pl"Odm:e 75% to '90% QJnfi~ce at each ywrtbroUgMut the 

Thc"comfotf"or"oou6dilbCc"vIl1UCSrep~ theresltlll cliwfs life. This is in coolm$l to cummt methods of prob· 
ofthehistorica1mmketanalysis ondIor MonteCMlo analysis ability based financiallldvisiD.S, in which the rm'tge of risk 
of the relevant cwpital o:ial'kets base4 on the J1III:inve invest- actnally apands tOWMl the end point oftheplan, 
moot allocation!> nx:onu:neudod by the fin.anoial advisor. In M Usingthcipvcntive method, the financial advisnraudelient 
one embodiment, HlOO lrnuket env1ronrnet1ts, both good and ;t¥e ahle to make periCldic aqjw,1meuts itl the client's ructmJ~ 
bad, are simulated bmwd &1'1 thoroughlY'llMly.wd capital mat- mtmdatian in ordcrto eIlSll!O it remains within the "comfort" 
kel i!I~ptiol1S designed in ~ UlllJ'lIlCtto realistically uwdel zone. The finMciaI fKlvisor will tldvise the client to ft"IIiew 
the nature of the potential range of capital market outwmes, and chango the pOrtfoJio if the value approaches the edge of, 
The "cc>mmct" o.r '\:Qn!idlmce" level i:! 1he percenwge of 65 (It falla wtside of; 1he oomfurt ZOIJC. If.the markets ~ 
those lIlOO lIinuilatiuns in whiclt the clicnt's ga3J~ art! unexpectedly high returns, such as those. fnlm an CXtn\tltrli· 
cxceodad- narjly umllnu!l bull m&rkot,.fm II time pcnod near the begin-
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ning of the 't'CCommcndslion, the pllm asMl$, or portwlio litl(s) wmeh ctmOot ltlMteriwly undtll.'JK'lfOim the markets) is 
8Sset~, wiUlikely exeeedtheupperlimitfurihat yeer(orotber within 100 :appi'OPriatc range. ami the client'S goals luive not 
timll period). ThUll, the ad"isor can n:(;(Jmmend .. cluttJge to chiJug\ld, then the current mc!.lmmenililli<m,witb current pas-
thcrerom.ruoo~lionthtl.t woukim()vetoo planfmm the"sac- sJve i.uvenm.cnrs, ill UlIOO,.\IS indicatOO by step 190. 
rificeff :rune back dmm into the "oomfort," zone. Such S PrOViding the client with lDJ. !lsWsment similar to that or 
cb:ul!;es could. for example, include :a redu<;\iun in Annual FlO" 5 i$ bighly lIdVllnt.ogemJS IQ the client bl.1Came it provides 
Savings,(FIOS. 2, 4), a reductiou inpultfolio risk, increasing II door and eQl;ily oodem.imdab1e indication of prog.re!16 
p\aml.ed retiremmlt irn:ume, elt". Alternatively, iflhe markets toward !he goals they wish to plan lhcir lire around, ilnd 
luwe returns thaI prodUtc portfolio values less than th6lower clearly pl!lCeS that prugre1l~ within the context of the balance 
lim.it of the oomfurt :r.olll:', the lldvilKlr would recoJUtn(lrtd 10 betwcenWlducaacrificeattdexcessiveuneerttintypreviously 
simllar changes to theplan (e.g. a change to gtlalli orwlues of discussed Using the p~ method, the client will ea!li.ly be 
goals, iDCrea&e investmm:U risk or timing of gools) to place it ahI~toteJ~ hnsedtm whathlwhappcJledwiththepcrrormance 
back within. ttlc "oomfurr mne. All prevlo1l$ly memiolied, of the portfolio, when a change in the mcon:u:nendatlon is 
how often such evenb rx:cllr is controlled by tbe. tan¢ C(ln- required to maintain that balance. 
Mence rarige. If the range were in the middle, IlI1Y a comfort IS 'fhapresent method 9lgnificaully difJillll from oonvootinnru 
range of43-51"/1I, many market enviro.rnnerus wmild require prior art m:elhoda in ~ prior art .methods often attempt to 
siguitkant n,:duc;\iom w goal!> (nearly half). Whetoo~ if the assess thOll riiik basedmere1y on a client'uwWd willingness to 
runge is 100 s.wall, Illry 80..32%, while negative adjustmentN enduro: kisses in their p(lrtfulio or some other mathematical 
wl)uld be 1e$S i'nlquent, posJtive cbw:lges would OCCIU very nmthod. Such a williltgoess' 10 endure risk ~n; lit~le or Jill 

frequently only with II tmqucnt llkelih60d of nOf'ldiQg to be 10 reJp.tidUlihip to wbeth91 aCcepling such risk lllllkes sense for 
reduced once again in the future, \Vhlle the specific values of what the client wl.shes to ,aclriC'V~ when (:O$idering accept-
75-9()0~ are WI rigidly requited (obvioU$ly thl;:SC are,d!:Pen- able oom,pmmises til goals that would enable !hem to !lCcept 

dent on how the capital market aasUIllptions are buill (IS well) less inycslrn<mt ri~k. Ahlll, u~ing such a priW' art riI;k a~v 
1he ootion is that ma:rl;t\'I. behavior driven changOO' are not ment, the cllent bus no way of knowing whcthet or whoo 
frequellt and arc unllkdy 10 be vny exTreJllC by meaMing 2.."i lo£,~es incllmxi as time passes arosuffi(:ientto triggera review 
conJide:ncutowmla tail (If,thedistributiun with the odds tilted ()1' f.h.e Inldltional1inlm.cial piau.. 
itI favor of exceedlng client goals (clients <;an ch:mge their TheprmtIDlmetbCid. als{) diffeFS from the priorartin that it 
goals and priprilio:J; at fill"j time andisobviol.1$!Y always better employs JIllljSM: investments wh{ljle pptential wide mnge af 
to get II bctteru::ndtm.lhmiling ui'wll11t h~)w they woUld like to future poteouul be.hu\lior can be relatively, ~lely estj~ 
Jivetheirlife),andpositivechange.stogoalrecommendatioilli 3(J tnatM. This is in contrnst With typical financial plm':tuing 
aremorefrequent than reductions ordelaytl in goals, and that SYliIemS which advocate the \,lSI: of actively managed invem.~ 
pcsitM: improvements 10 rocommendati<ms, (enhancing~· m.eQl: altem.il.tives, which introd~e u cillk that tha client"s 
oll!llllelldOO goals) am. no more !ikl;l!y to need to he reduced portfolio may materially undape:rfol'm the m:~ciated /lSset 
agllitliatertbananyrocCtmm011dati()liprevlomlymade.(again. effl56e:!;, iU1d whose future behavior can not be aoouratdy 
controlled by mCAAuring confidence toward the distributiun 35 estimak.'\l 
taH that favo~ odds tilted iow~ exceedin.g the l'i.!isults). It should be noted tIwt the client should be advised that a 

Lil«:wise, if there b a biru; in the capital market ass:utnp· fOO,Slje&smtnt oftl!e reco~tiOll ill advi~ilbJe whenever a 
lions whicb nu11$al the modeling to be iuat;curutc, the port~ goal is addedIdcleted, the id<ml or a~~le values ..,f lID 
folio \'a1U!~ review will tend'lo reveal Imch,assWD:PUons. For ~sting gqal blIS. chan~ or tb!: relative priorities of any of 
example, iftheaS8Ul1\ptionswero (werly pllSSlroiatic, the porl- 4(l the ex~ling goals h.u& chaugoo (step 175), 'fhe wmc iSlrUe fpr 
folio wIne might tend ,award the upper limitofthe comfort cbtu'lges' in ,background infottnation, JiUCh tIS wbCJ'O a client 
ZOne, lftlwasttumptiollS were O\>.my, optimistic, the-portfolio receivC$ /I significant -inheritance, tbetdly inCreasmg the 
value,might tend toward the lower limit ofthecUltlfurt 00l\C, pre!leJlt portfulio b.a\MIl.(l¢. Previously ar;;:«:ptable goals fut 
ApprOpriate changes t~> the a:>sumptkU1S can Ihoo blil implc- savings may btlcome' unattainable, Slil:h ali where a client 
mOOted. 45 10Bell a:job and is thl1Wf(l~e fuRled to saw It= Dr when the 

Rcl'cning to PIG. lB, the Slep of monitoJiug the cu.n:eut clicntroooivOs ~prt'.lmo1io.n that may tllIlkc adilltiOlllll savings 
status of the ~cndation and making appropriate less of II burden and the;reby enabling more, or gWatel", or 
changes is mdicatedat*tep 160, whiletheJ\tql Ol'teaS!IOOsmg $()Otwr S9l1ls 10 beJll.Qdjfied, or pm1fulio risk reduced. Addi· 
client goals 11I.indicat«!. at !Itcp 165, and the step of preparing tionally, acceptable' and ideal vmues of goalJ fot pollt-mre· 
new reco)llllltmdations based on tlro~e goals and the client's so ment spending may change if a client is prolI1oted and 
ounenl situation nnd evaluating the modcl used to ge.netale bf¥,:omctl IIccu$1OJ.'1').ed to tl more cxpeIlSive lifestyle; .\I child 
such rerommondatiou l~ iltdk.Jlted at steps 130-1SO. It is wJm was apected to mJIlire SlIb!ltrultinl ooUcge tuition pay-
llPIed 1~ the timing of lhis,periodic rev~ew is not critieal, men,ts may choose u.ot to go to college or may obtain II 
tho'ugb in Il prefurred ~tnbOO:itncnt Ihe nMCW would occur s.cho.lmhip, 1bareby eli.rn.i.natin,g a goul of providing fur the 
quarterly. "When an &tOllltioll occurs in the client's goal> or ~j child''S educalitlIL Likewise, a client may change jobs or 
their relative-im~ce, <IS noted in block 175, the fin-anda} ca.n:ers and decide thai an early n:lireI'nent is 0'( less value to 
advisor must Qbf.ain 1h¢ c)lent's nllW gOIl\' nadlor thcit new then thM othe( got!l$. 
relative weighting,. as in:Iicated at step 180. The fl.oa:ncial It will be Ulldemaod that the pil'JCeS8 of monitoring the 
advisor then ~ 4 new nx;QnunendCItkm fCll' ronsider- staws oftherecmnmendatkmand the cijeut's gtm1s WKltheir 
«lion, inCQl'flOrntingth(relient's el.lrTelll goals, and dttVelops a G(l re\.lltive importanQil preferaWy will continue throughout the 
pmpol!ed rectllIUIlCildatiou bali\!d on the modifioo gool infur- duration ofllie financial ad\li~ing relationShip with -the cHene 
marion, nil indicated, at block un. A revjSf:d ttlCQJIlmenrlation The method of prpvidiogudvioo ac.;ording to the invEll).tion 
is pre$Cl'l1tld 10 the cllct.\t (step ISS), aloDg with II range of OM be genetal,izOO. In II geu.cwlized forlll, a. rrielhod of the 
pottfo1jo values within wbich the client would remain in the invention is used to pl'llvide investment advice as wen as 
comfurt :.'.one and ..... ,ould thcrufore trot require teassesSllll':nt if M advice abmrt the best choices about life goals given ut k;a$i 
goals and priurilietl Il8ve not ehangctL Iflbe perfoml..tmceof two goals (uoo beillg stlme llIJ'KChxl end wluu C)t series of 
the markets (Ilod therefOre also the passively mvwted purtfo- spending gQ&s·or liabilities. and the other being the de:i'ire to 
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300id ll1Ineceswry invt'lltment risk). In lhis gcrtCllIli2ed gmncode'S'egtnCnls combine with tluqm)cllssortnprovide <l 

method, a ellenl umy he IlII jndividua~ corpomtion, or illlili~ unique device thatQpct'oItll:l1l11WiogQusiy to !>p«iflC lOgic cir-
tutioll. Ba.;;kgruund infunnationmay include 1I.,umm1 port- cuit~. 
lblio value, cuncPl proJll!lffi expenses, and CUrretl\ develop" Wbi!clhc. invention has be,OD dtlllCribOO with t¢1'etemJ.C to 
ment expenses, for !':Xllmplc. Tllf! clienl is prompted to 5 prefell'ooembodimcnts, the iD.VcIltiM!ihouldnotoo.reganled 
identify II $pCfIdiog or t~t end gOal, their toler:tllCt: fur Il$lim.ltml w prefwed w:\bodiments, but to include lIarialiom; 
invesunenr risk and their desire to avoid itwestmentrisk., and within the spirit awl scope of the invention. 
identify both /dealaudllllceptabJe values fQr each. Theg93.b 'nle invention claimed is: 
ruaywry ciepooding Oil the natureoftbc client. Far example, L A method offut.aociiil. ndvisi.o.g. COO1prising: 
for 1:1 charitable instituti'on engaged in planning investment of 10 detennining by a cOInputet atl inhial value of II client 

investment portfolio; 
an :existing or new Jy dolWlOO mm, the goals awy include obtaioiug by the computer a tis! of client investment goals. 
Jeveb of investment risk._ a desired annual inCome fur PI\}-< the list ill>lludlllg ideal aod at:eeptablc values f(lr el'l:eh of 
grams, an aTlfluaJ bud,get fur developme)l.l and II desired value the imrelltm~tguals,wherujn the ldea] y-,d\1e of ~ goal 
of II portfolio at a oonain 00tc iltJ:he:future, The client is then IS (:OtJ1prioos theva1ue forth~ partlC'Ulargual thIIt lhc client 
prompted to identifY relative values of :mch goalS, A chari- .mOSt prefuts to achieve, and flu: aceepi.ebJe vahle of eaeb 
table lnstiWtioA 4l<Iy weigh II dc:rlre to cagage in p~1 golll compri.se;s the value for thatp-artirmlar goal that 15 
spending against II desire to haveil!arge sum in the ful-Un! for ltWS prufumble to the dioot c"mpar¢d to the ideal valUIl 
II capiW project, A rreommi:ndaliori undet' thi$ method but that is still acceptable Iu ill;:; dieM; 
IIpproprime 10 the elioot, the goals, \be ide&! and acceptable 2tl ObTIlUllnB by the oomputCl' a relative Vi1lue comparison 
vu1rul8 of each goal, thereletive values ofall Ps.11l8)' then ootween pairs of invmmoot goals within the U,t of 
be developed. A, with otho" reeomrnendatitms, the irM:st~ goals; 
menu .mll~t be- pl.llwivc. in order fj)[ the eonfidlroce aSSCllS- simulating by tbeoomputcra plumlityofillooel iJ.\v~t 
mentsto bedireetiol.llillYIl(;l';wate.Arangeof\la]uesonayeu pnrtf(liio alJhl;;ati()tt~ ()Yct a prodl!t!:lWliood lime period 
by year basis (OJ" otber!hne period)maybe provided within 2~ using a Cl;lpital market modeling technique, the simuls-
which the gOllls of tho alient ea.n he feaOO!U\bly con.fidtn.t of rion aocounting fur investments and cxpendtture$ 
e'llcceding !IllCb. goals, yet avoiding Due sacrifice or exces- phmned to oCCur duri.tlg the prcdet~d tim..: ptlriod; 
&ivr;, compromi::;e to the il.\l;US can b(\Cllkulated.lftbe wlue of detenninitlg by the computer a recomm'l'mdation compris-
the portfolio- fulls oultide this range., then the rerollUl)f:llda~ ing an iuVellt.m.enl1allocutiou and a roootn.mcmded \lalue 
tion should be reviewed.. Similarly, if lmdtground jnforma- ~Q fur each inves1lnent goal, where the recom:menokd value 
tion cluwg~, if pls are added or deletl)d, or if ideal or ff)f each goal is not better than the ideal value and nol 
.a«teptuble values: of ,SCUlls ehaoge or the rciative weight of ~'QrsetblUltheatx:eptabJcva1ue, wbdeiotoo rIlOOIJimen-
goab; change, then the recQ8lllIe.mh!lion should be revi~. dation is detetmined using the using the relative valtlll 

The mc!hod (If prmidiog a.dvice, includIDg the slcl'$ Qf ComparilWrl" the itWMl aud acoop:table \I~.I.h.Iel! for ea"h 
ohtainirtgbackgroundlnfon:naHon theclieut, identifying» set 35 goal, !1I)d the simula.tion of the plurality of pc.r1Jolio 
of client goals, ideutif-jing ideal and acceptable values for allocatiOllS, whetcin the reoommendation has a mea-
each golli, iUld lduo.ti:tyi.o.g tclative weigb.dng of the various ffU.fed con.ftdenoo of exceeding the ~m.e.n:ded value 
sows., and designing ;\ recomme'lldation with results fureaeh fur e'I;ICh gMl. and wherein the n:u.m.su.rtd confidence is 
goat not ~tter \:han the ideal value and oot WOfSe than the within II p~.range; and 
Ul.'OOJ'Ulb1e value, may be applied using u variety of tfJCh~ 40 co.mmunicating the ~rn.mendu.tillU tl) the cHeut. 
tUques of measuring tho confidence illld or Jikelibood of wn- 2_ The method. of elaim 1, wherein the ponfollo mtocations 
mI8 out\::omes.ln one preferred embodiment, the Wcl!nique of include only passive i,wes4neills' in order to avQid the possi_ 
us.lnga MonteC'.-ariebalsOOmodelofcapital:trJ.a.tkds, properly biJity that- the client :investment pottfulio will materially 
considering the IllItlket·s llIlC<:ttalnty and \:rIJhavjor in .random underperfullll the recommended portfolio :mset allocation. 
time periods 'Illld ~ficlllly not ignoring the risk Qfactive 4$ 3. The method of claim 1, wherein the marlwl modeling 
investments potl'mtil)l fisk of material uacletperfotmliloce is 100lwique comprises a Monte Carlo IIrwlysis of potential per-
assessed and can be usedin the development, and in the future futmance. 
a$Sf$S!llOOt of the. eonfidenoo of a rooomm.cndation,. even jf 4. The method ofdaiw 1, wherein the idelll value of each 
the rttiWllltlU\!.I!Jation. is oot developed aodreviewed tmiog the gUlt! is expressed either in tetmll of It !iOou.m ti.tne for m:hiev-
goal-ba!;ed methods set forth above. so ing t1w: goal or a Jarge\>t dollar \111100 of the goal; and the 

'!.be. present ipventioo can be I,'Jllbodicd in the form of acceptable value of C«Ch goal ill III .muiller dollar valQC or tl 
merhods and apparatus fur pmcticin:g thOl\C methods. The lllter date for achieving that goal compared to the-kleal value, 
present :imteution can also be embodied in the form of pro- and thai is still acceptable to the client. 
gram ernie cmbwdied ilJ. tangible media, slIch as floppy ill,· 5. Themethoo ofduim I, Wherein the-~tep of d¢termioi.ng 
kettes, CD-ROMs, bm'd drilfeS, or any other machinc·n:ad~ ss a recommendation UJ.illg the relative value oomparilion fur
able st;;tmge m~Ull'h whereii)' when the program Code i~ ther C()mpri~s determioing by the compUlllrwhelhet one or 
loaded into and exocutcd by a tJlI,lclline, such as J:i computer, muro low vaiuoo. goais can be lIDhieved with modifieatinns to 
the machine becOmes all apparatus for practiclng the inven- the valueS; of oiliet JtOOls on the Ii!!!.. 
tion. The present invention can also ~ emh,odWd in the fwm 6, The, m'ctho'd of claim 1. wherein the step of obtaining a 
of pm&flllll code., for Uli.ltmpie, whct.hrt- lrtoted in a stom&¢ 60 mlRli\lt: V31u¢ compari~Qn further comprises developing a 
medium, 1000ded lniuamVor uxecuted by II mac-hine, Of tnms- matrix of the goal~ that repre;;ents the relative Comparison 
I!li:tted over oomctrllnSmiss.ion nwdium, such as OVI.'felectrl· betwOOn the pairo of i:nvCllt.Ulent gQrus, and the step af deter-
cal wiring or eabli.nj" through fiberoptics, or'llia e[«:IroJJiaS~ mininS arecmnrnendation cornpri6eJ using flu: gOlll matrix to 
natic llUliation, wherei.o, when ~ program code is lQaded dt'lVelop the recommendation. 
into an({'¢xMllkld by II ulIlChine, $Uch as a computer, the~' 7. The. metOOd of claim 1, h.uthet oompnsing: 
machine becomes an I:Ippariltus for prnc\icmg the inventiotl. periOOlcally mtlOilbrin& by the computer the tootlnmtenda-
When jmplemented on II gencml-purposeproc\lS-SOr. the pro- rum to determine whether, based on a curm;t Wlue of 
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the client investmcm portf9lio, !.he recommendation still acceptable wlut':ll1 for ;AA:b gual, and the sinmllltloo ()f 
has sufficient but nO,tc;o;o<:ssNe confidence of ~cocdiDg the plW'lllity of portfolio allocatiol1S, wherein the recOlll-
the nx;onnner;Jded:;et ufgoals(lT whc/lIcrnew advice is mendalion has a rnerumro;:dcollfidencc uft!)(ceeding the 
~od; and lCOOrtttJl('.nOOd Val uc for each goal, and wherein too mea-

reperfonniIlg the simulating. detennini.ng. and com.o:utni- 5 I.-ured oonfidcnc'e i~ within a prcdeiincd range; and 
caling slep~ if 1.lu: fC(Iomm.enOOlion does 001 provide, the proccsiOOr:further configured for communiO::llting !he 
wfficicnt <XIllfidunce, or has excessive confidence. l\lCUrumtllldation ttl !he clieul 

8. The method!)f ClIlJll11, furthercOillpdsing: 14. Till" device of clilim 13, wherein the portfolio <111<1(.'"8-
determining bytbecOIOputurwhethef the e1ientwouJd like tiOD1l inClude ooly p8~ iuvt$tments in Older to nvoid the 

to add new go'al~ orrento.wgows from the lut ofinvest~ 10 posGibllity tlliIt the client lnlltstmen1 portfollo willlUlJ.ieri.a11y 
ment goals, or m~ o;;b,aJl&eS to !he reJativ~ Vl:ll:w: WIll- lll!deJperform the r«O;mm.cPded pOrtfolio aswt allocation. 
pariliOll;.md 15 Thl!:. device of daim 13, wberdn Ute t.ttark.et mvdclilJg 

:repeJfol'ming the skpS of simulatinJ!". determining. and trohriiqllelcumprises a MonteCarlo aoalysisufpotentlal per. 
cummufliCliling if 11m client has !.K.l<kd or removed goal& fonn;mce. 
or tn.\I\kclutuges to' the rcla"tiwvaluc ICUtbpariSOn. IS 16, The device of claim Il, whercin theidetU wlueof ~ 

9. The method of claim I, wherdn the lIlCMUTOO con1i· goal is ~sed either in !1t:I"ll:lt ora soonest time fbracl:dev· 
dem;;e ufq:ceeding the leCf.lmm ..... ded value for eachgooJ i1> ing !he goal or a largest dollar value of the gual, and the 
UcterttUuoo. by oalculatiil& a peroOO1l)gc oh. ptoralit;)! ufdif· .aceeptahle VllJ.uc 'of ettclt goal is a mnaller dollar value or a 
linnl simulations iii which the recommended value for each later dale fur acllit:vrng 'hat.goal CODlpanld tn !he ideal value, 
goal is t1X.cocdOO.. :x) and that is stiI1 aceep1Able fI\I- the cilento 

10. Themethod of claim 9, further comprising: 17. Thedevfceof claiml3, whctcln Ibep~otp;rnvides 
comparing by the cumpUl:er the calculated percentage of a recommendation usill& the relative value compariSQll by 

the plurality of d.iflimml sim.uJatioos in which tho~· fi.irther dIv"\ennining whether Me or mol.'f: low valued goal& 
onunended value :br each goal is excarlOO to II. prctle. can be achievoo with modiflCtltiun& to !be valuCIl of other 
tennlruxl comfort ZQ;ne ~ dctermin-e if the alJcul.!jIted 25 goals on the list. 
pet\'\l.mtage fulls within the corufert zone, the comfort lS:fhedevieeofclaini13, whlJ'rcin the pltlOOl:lOrisfurthPr 
rone ~ng a range of confideQt:e that is neither ~irl.igumdf()tdevelop.ingarnatrilCof'thegnalstbat:repments 
elCOCSlIive nor insufficient. the rel~e comparison br;:tween lbe pairs of mVestlllenl 

11. The method of-clDim 1, whCfcin the ideal Imdacoopt. goals, and wherein the processor provides I.herorotrlllll.IDda~ 
able wlues fur each goal correspond 10 at least one of a dollar JO lion further using the go!!l JImtrix to develop !he .roortmmen· 
an\(l)IUt 3Ad II tll.lW for aclrleving the .goal dation. 

12. The method "fclaim 1, furtbetcomprising! 19, Thed.e'ViC('ofe~im13, wbereinthl!ptOC¢S80risfurther 
periodically monitoring by the computer the rec01lltl1CIlda- configured fur periodica:11y tnOnitt>ring the reco.rnme:rtdation 

tion to dcter:miml whe:ther, b;wed on II CWW:llt wlue of to detennine whether, ba$l'ld on It wmml value of the client 
theelie:nt invem:mentporlfolio, thotnOO!;u.redeonfideuce )~ irtV($"I:I1.lent portfolio, the ret:ommoodatiol1 still hWii 5u1Iit:ieul 
is ~lin within the predefined nmge; and but not excess{vQ confidern:e of exceeding the reoon1mt:ndcd 

ro-perfonning by tilt! computer the sio:n.llating and delllf' set ofgpals orwhethet new odville jJ; ~ 
toinirtg steps if the measured confidence is not $ttll and 
within the predefined tanp,e. wbe~m the piocessllr .is ftu1Jler configured for n:petibnn-

t:t A ilcyice for ftlUlll.Cial advising comprising: 40 rug the simuJpting, detennining. and comolllnkuting 
a proCessor configured for detemdDlng an initial valuenf a st(lJlS if the lIJ('omm."dation doe9 not provide gufileicnt 

clienl investmmt partfplin; confidence, Or b~s (ixcessivc confidcw::e. 
the pl"OCCSsor futlher configured for obtaIning 11 Ust of 20. llwdeviceofclattn13, whereintheprocC$socis I\:Irther 

client investment goals. tbe list including ideal and configured fot dctennining the JllQW\lfai. confkIence of 
acceptable v:U1Ikl'Ii for I::2cb of the inWlSlqtent guals 45 wu;eeding the rooomrnfillded value farllBClh gualby ca\cu\at-
whetcin.theideal va!ooofcachgoah:ompci!l\lS theW\lllC ing· a percentagn oh. PJudillty of di:fiCrenl simulations in. 
for that particular goal that the client most prefers to which the recommenPcd value for each SQ8l. is ex!1eedllli 
achlew. and tbe!ll;ceptablewlue of eachgoal oompri~ :11. The dt:'llice of claim 20, whe.min the processoris further 
the value fnrfuat particular gool t:blIt is less preferable to C<JUfigtl«ld fur COIDp4ring the calculated pt:l"CCIltage of the 
the .elillllt Cllmpared to the ~t value bul that is still 50 plurality of different ~imulations in wbich the recommended 
lIb::eptableto the cliGllt; wlue for each goal is exooooild to B prodetennined OOm:((lft 

the processor filrt:her configured for obtaining III relative ronctodetetmineiftb.eoalcu1atedpeteeDUlgefuUsw:lthinthc 
value comparison lxltween pairs of .investment g~s comfort mne, the comfort zone repxesenting a runge of oon-
wlfuil.l1he list of goals; fidenoo thIlt is neither ex~;tI!lsi'\l'e nor io.&uffidel.l1. 

theprocc!iSQr' furthereonfigurod for!iim:ulating a plurnlity $; 22. 1he device of cJaim.13, whtrein the ideal and au;ept-
(If model imlcstIDt.'I1t portfolio allQCIIliom; over a prede- abll.lvalues foreacb goal correspond to at leaM oneofa dollar 
termined time paiod llslJJ8 II capital .tn.\\I"ket modeling amount and II time for aeb1cving the gam. 
teochni!{Ue. the simulation IICOOIlIlting for investment' 23, Thedevicc of claim 13, whCI'ein the processods further 
and ex:peodito.reS planned 10 oc.cO.r duri.ug the prtrdcter- wnli,gured for pmiodically IlIOnitoOng the r:ecommen&ttion 
mined litne petW(~ ~o !l) detennine wbt:ther, bast;d. (to a eurrem value of the client 

the prueessor further configured for derermining a rewm- /nveslment portfoliO. the.mt!ll.sured confidence ili litill within 
mcndf:ltion oomprislng an itwestmon.l alloeatlon and a lhe prOOefinod range; III.Id wb¢rcin the processor is further 
recommended val1le frn'&l(;h inveJrtmentpl, where the: configured for rn-performing the simulating and d¢temlining 
J;"CCOuunl'lOdcd value for each goal is not ben.,.. than the steps if the measured. confidence is not still within the pre-
ideal value and wI worse than the acceptable vaJoo., M defiued l'lltlBe. 
wherein the ftll:umintlndation i~ deWrmIDed UMug the %4. Tbt:dtMoooCclatm 13; wherein ihep:rocewroris fluther 
using the rcloliv,", value oomparison, the ideal i!IOd confi~ for deter.mining whether the client would like 10 

Case 1:11-cv-05503-JFK-JCF   Document 1    Filed 08/08/11   Page 26 of 53



US 7,765,138 B2 
24 

add new goals or remew f,{mis .&om the list of i.nv<Istment 30, 'lbe exunputerwreadable storage mcdiurtt of claim 25, 
goals, or IIillke·changes to the rel3live value eomparillon; and further comprising: 

w1:Jerein the plUCCS;)lt'c is ful'lb:erronfigllcoo. for rqmrlhrm- i;;ompmCf.uS3blc prugrnm code fordeve!oping IJ matrill I,f 
ins tho simulali11g, dctenulDing, lilld communicating the goals tmn represents the reMive comparison 
steps if the client has added or removed goals or ImIde 5 between the PaJnI QfiliVestment gools; 
changes to the rclmive value C(lll1pariOOJ.). wherein the eomputer~U$!IWe program (;{Ide for detenuin" 

15, A oomputer-rewlable $\(lrt\ge mcdiUlll having com- ing a l'OO)~liQu \,Ising the rel!ltivevalue europa»-
pUler-readable progntOl U1de for financial advising f>1()(OO son further use:. the goal matrix to develop the tecum-
therein, !he OOmpUWN\}I1&lltle pmgmm code oomprisingc ~tion.. 

computer-usable progmm code fur deteMjWog an initial I<J 31. 'ihl!: computer-readable stomge mediwn of clainl 25, 
Vl:Ilue of a clienT iwestment portfolio; further comprisjng: 

colllPutCl'-u!l3ble prognun code forobteng QUst of client cOlI){IUltrwusablc program code for perwdica1ly monilQr-
invcslI:Uent goaw, !be lim mcluding ideal andaccepUlble ing thetecon:tmCJldation to deterotinew.bethet, balled on 
valoosforeach(lfthe ~tgoalswhercinthe ideal II CUlIllOt value of the clicn~ lnveltmcnl portfolio, the 
value ofeachg(lah:otttpri$ciithevaluefurthatparticular )5 recoUllllOOdmion still hrul sufficient bnt oot cx~iw 
goal that the client most prefm to achieve and the ootrllQence of ~ the recommended 8Irt of g()!lls 
iI\'X'>ePmble vul:ue of ~Gh goal rompri_ the value fur or whether new advice is neOOed; 
tbm partieniar pi thaI is less prelttrabJe to the clil,'llt and 
C'OlIlpSlCd to thIi ideal value but that I$. stUl acceptable to "VI1Ipmer-uwble pmgrtutl C()de for repcrfonning ihe simu-
the client; )0 Jating. detennioh.Ig. and Comm.uuicatinglltep~ if the ret~ 

rornputu-usub!e ~)gram code for ohtaininj! a relative om.mendation does nol provide wificjent oortfidence, or 
value romp.ariooll between p!JiI;: of investment ~ab; has excessive confidence. 
within tlw Iist of ~a1s; 31. The CQmput&.~(tdable storage mOOium of claim 15, 

wmpuOO:t-useble prt'gIlIlIIcode for $lmulatlng a plurality whcrcln the oomputllf"usable pmgnun uode detl'lrmmtlS the 
of mC)del investment portfolio I'lll')t:lltiuns owr (I prede- 25, measURld eonfideoce of exceeding the rooommended value 
temlinoo. time period using a capitalllltl:fket modeling for each goaI by calculating II petcmtage of a plurality of 
technique, the l!imulation accounting for .imleStrnen.ts !lifi'en:nt sitnuiatIDM in which thll recommended vwue for 
and expqnditl.lrml pl80000 to CJCC'tlt during the p~~ ~h gnaUs exceeded. 
mined time period; 33, 11m oompu:ter.roodable stor .. ge medium uf claim 3.2, 

computer-\lS!j.ble program code fot, using the relative varue 30 further oompri~ 
cCUl1parioon, the ldea! and ~cpta1:lJe valves for (3cit, compm-er-Ullable prngnun code tor Comparing the caltu-
gO<l1. and the siatuhtiun of the phmililY of portfolio iatetipetcentage ofthe,pl:urality ofdiffewnt simuJntions 
a1Iocations, det.enn.ining arecommendatlon eQlUprisi,ng in which the recommended V1!iue for each goal 15, 
an investment all(K;fltiou and a recommended vlIme for ~eeed<:d to a predetermined eomfurt zone to de1ennine 
each investmeutg.J81, where,therecommetidudvilluefur 3~ if The Ullculated pe1Ce.rtmge tails within the comfmt 
eacb gpal is not bct1erlhan the ideal valuea,nd not worse zone, the comfort zone representittg II range of conti· 
than the J,(X)eptable WlJue, wheroin t.bC reoommtlndalio,n deuce that ill neither excessive norin:rufficient. 
bas il measured ,;onfidt:nce of ct~ng the rec{)m~ 14. The cc.mputer-.readable mmtse medium oj' eWm 25, 
mended vlllue for each goal, and wherein the measrued wherein ~ ideal arid ma;tp1able values for each goal oorre-
¢onfidc:nce is within a p;ntdefiood,ru.ttge; and II() spood to at IUlist oue of a dollar aIDonnt IIlld a time ftlt 

compute:r-llll/lble pn'lyamcode forconu:nunicatingthe teC- !IChieving Ilw goal. 
ommendation to the client. 35. The eomputeJ'>.readablc storage medium of claim 25, 

26. The compU1cr-l'fIadable storage mOOiwn of claim 25, :fu.rthercomprlsing;; 
wherein the portfolio allocations include only pSl!5ive inveirt~ compuwr-mailie progmm rode for periodically monitor" 
mOl!'" in order to 3'/l.'Iid the possibility that the client inve5t~ 4S ing tbe reoommtmdation to deWrminewhether; 00sed on 
ment portfolip will materially untlerperfQl'tl1 the iecom_ It eu:awt vallJ.C of the client investment portfolio, the 
mended pqrlfolic lIS8et allOClltion. measured confidenCe is still within the 'prt:definedrange; 

27, The ~telldabJe stmage rJW:dium of claim 25, wd 
wh<::rcin the market modeling technique comprises a Monte computet'.usable prognun -code for _ re-perl'onning the 
Carlu ooalysis cf -potential perl"~. 30 simulating and determining .;:teps if the measured confi· 

23. The compllter-lli!aduble storage tl.1Cdi1ml of claim 15, deoce is not mll within tbo predefined nwge. 
wherein the ideJi1 vallJ.C of each goal is uqnwscd eitlret hl 36. "!he comput&rwreadab1e storage medium of claim 25, 
lennI! of a soonest tmw for a<:hieving the goal or a largest furtherc:ompris1ng: 
dollarvalueofthe golll; and the a~table vallie of each goal compmer-usahlc program code for deteo:ninio.g Whether 
is a smaller dollat value (If lit later date for achievirlg that goal ~5 the client -wtluld like to add UUYI gooh (If remove.gpals 
eomparod to the idetd value, ood 1hot is llIill 11.;:"aptuhJe to the Jromthe u$tofitlVel:!\lrul;ntgoalll, ormake c:tumges to the 
client. relative. wIpe wrnparisou. and 

29. The computer-readable storage medium of claim lS, complJtel;-U$8bte prugnnncode fur reperfunning1:ht! !limUw 
furthn: <>omprisio.g: lating, 4etermining, and (.'QQllD.unicilting steps if 1he clio 

oornputei'-usable program code fOr deWrmining whether 6Q cut has added. or retJlOved goals or made. cbaag$ to I.he 
O{)tl or JnOre low valued 9,UlIls aw. be achieved with relative value conlpllrioon. 
modifications to lite values of ot.heT goals on the list. .. , .. .' . 
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COMFORT ASSESSMENT 
~=lli 

~~L----_J~~~~~~-13%-----,J 
gUNCERTAIN 

ZONE 
COMFORT LEVEL 
SIMULATION METHOD 

DEFINITIONS: 

~COMFORT 

IDEAL 
UNCERTAIN 

13% 
MONTE CARLO 

o SACRIFICE 

RECOMMENDED 
COMFORT 

82% 
MONTE CARLO 

ACCEPTABLE 
SACRIFICE 

98% 
MONTE CARLO 

g UNCERTAIN: CONFIDENCE TOO LOW, SIGNIFICANT CHANGES TO GOALMAY BE NECESSARY 
NOW OR IN THE FUTURE 

~ COMFORT: SUFFICIENT CONFIDENCE WITHOUT UNDUE SACRIFICE, CHANGES TO GOALS 
MAINLY TO BE MINOR AND MANAGEABLE 

- SACRIFICE: UNNECESSARY CRIFICE TO LIFESTYLE 0 UNDUE INVESTMENT RI K 

IDEAL RECOMMENDED A EPTAB 
RETIREMENT AGE 

CLIENT 63 65 68 
SPOUSE 59 61 64 

RETIREMENT NEED 
CLIENT ~120,000 $120,000 $110,000 

TARGET END VALUE $2,000,000 $500,00 $100,000 
AVO ANNUAL SAVINGS 

$32,667 PRE-RETIREMENT $32,934 $54,251 
DEFAULT INFLATION RATE 3% 3% 3% 
EDUCATION YES 

9:% 
SOME 

MEDVIN RETURN 6.72% 11.07% 
RISK 

STD. DEVIATION 7.96% 14.15% 21.54% 
DOWNSIDE (95% TILE) -5.56% -11.71% -18.65% 

OTHER GOALS 
GIFTING TO SON $10,000 no NO 
TRAVEL $25,000 $25,000 $5.000 

FIG. 2 
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UNDERSTANDING YOUR PRlORmES IS VERY IMPORTANTTO THEADVICE PROCESS. PLEASE TAKE 
A MOMENT TO REVlEWYOURACCEPTABLE COMPROMISES. 

ACCEPTABLE COMPROMISES 
TAKE MORE REDUCE SIZE 
INVESTMENT SAVE MORE RETIRE LATER OF ESTATE 

RISK 

TO REDUCE THE INVESTMENT RISK 
IN OUR PORTFOLIO, WE WOULD NlA X X 

BE WIlliNG TO: 

WE WOULD LIKE TO REDUCE OUR 
CURRENT SAVINGS AND TO ACHIEVE NIA X X 

'" THIS WE WlDULD PREFER TO. 
~ 
Cl TO ACHIEVE OUR EARLY RETIREMENT 

NlA X AGE, WE WOULD BE WILLING TO. 

IN ORDER TO ACHIEVE OUR LARGER ESTATE X MIA GOAL, WE WOULD BE WILLING TO. 

TO ACHIEVE OUR HIGHER SPENDING TARGET X X X 
IN RETIREMENT, WE WOULD PREFER TO. 

FIG. 3 

REDUCE 
RETIREMENT 
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ACCEPTABLE 

gUNCERTAIN ~CCMFORT 123 SACRIFICE 
IDEAL 

ZONE 
COMFORT LEVEL 
SIMULATION METHOD 

DEFINITIONS: 

IDEAL 
UNCERTAIN 

13% 
MONTE CARLO 

RECOMMENDED 
COMFORT 

82% 
MONTE CARLO 

ACCEFTABLE 
SACRIFICE 

98% 
MONTE CARLO 

o UNCERTAIN: CONFIDENCE TOO LOW, SIGNIFICANT CHANGES TO GOAL MAY BE NECESSARY 
NOW OR IN THE MURE 

COMFORT: SUFFICIENT CONFIDENCE WITHOUT UNDUE SACRIFICE, CHANGES TO GOALS 
MAlNLYTa BE MINOR AND MANAGEABLE 
SACRIFICE: UNNECESSARY SACRIFICE TO LIFESTYLE OR UNDUE INVESTMENT RISK 

IDEAL RECOMMENDED #2 ACCE ABLE 
RETIREMENT AGE 

CLIENT 63 63 68 
SPOUSE 59 59 64 

RETIREMENT NEED 
CLIENT $120,000 $11~000 $110,000 

TARGET END VALUE $2,000,000 $1,000,000 $100,000 
AVG. ANNUAL SAVINGS 

PRE·RETIREMENT $32,934 $51,803 $54,251 
DEFAULT INFLATION RATE 3% 3% 3% 
EDUCATION YES YES SOME 
MEDIAN RETURN 6.72% 10.36% 11.07% 
RISK 

STD. DEVIATION 7.96% 18.40% 2154% 
DOWNSIDE (95%TlLE) ·5.56% ·15,77% -18.65% 

OTHER GOALS 
GIFTING TO SON $10,000 NO NO 
TRAVEL $25000 $25000 $5,000 

FIG. 4 
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WEALTHCAREANALYSIS {RECOMMENDED #2) 
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METHOD AND SYST£M FOR FlNANCIAL (IUS Jinant.ial plans. These $imulatiuns e;an provide mult~ 
which include a wn6dence level and thetefore either an 
impTit.:it or explicit JX"I:OOIlt;ige risk of fajlure to achieve a 
defIired income kM:l, lIWIlkat retirnmenl, ending e3tate wlue, 

ADVISING 

CROSS·RHfr:RENCE 1'0 RELATED 
APPUCATIONS .$" or Dtbef goalsAs before. the clieutmay be ad'o'ikd to allocate 

1hcir assets in the asset classes I1.lOdeI.ed awl to invest j.n It 
This 3pJIiK:atiOl1 is a COntinuatiOIl appJicatlOO of U.S. variety wn:I!Ulag,edorUIUDw.»Ig«iportfuliociwicCR Advlsol'S 

patent ilppliq.tion Ser. No. 1I/0l4,3~, flIed Del;. 15, 2004 may advise the client that actively managed ~ alWI'" 
now U.S. Pat Nt), 7,765,138, which is fllltlnopnwisiOllill I1U1lvoocancxceedth.eloperfurtrlf:lACeofthe9s~claSllestheroM 
appjicatiOl'l of U.S. Provisional Application Ser. N0. 601530, til sclv<l$ (Le. that they can 'Outperfurm the lllBtkt:t). Often, the 
144, liledJ)a:.17, 2003, andis a continWition.m..partofU.S. fact '\hat Ifach actively I,Wl1l3ged investment alternative!; I!lS1.'l 
patentapphcation Set. Na. 091916,358, filed Jul. 27,2001 ao.d cany the risk ,,Of rwrteriatly 1lI.l!lerptrlorming the market may 
issued luI. 14, 2.009 as U.S. P3t No. 1,56:2,040, which is II uot be 3deqIDiieJy oonwyed to the client by the advisot, or 
nOfli'll1Visml of U,S. Provisir.lnal AppIiCiltion Ser. No. such rislr; may simply not be adeql.lBtely understood b)' tbI: 
601221,0]0, med Jul. 27; .1000, and is a CODlinllfltion-iJl..pact 15 investor, or the-advitlOr IItld tht\t unoortainty is not nom1\l11y 
of U.s J»l.tetUapplieatlOnS¢ No. 091434.645,medNov. 5, <;QIlS~ in the cotlfidence calculation 'Whicb normally 
}999 now abandoned, wlUchl~ anon-provIsional applicatIOn relies on t:he.4Iimulaled perf(lrjJl3ll{:.e of only asseI: cllll'scs kI 
Of U.S, Provisional ApplicatIDn Ser. No. 601101,245, filed con.sAler the clfoo.t .of the ~inty of ~ class roturnJ;. 
Nov. 5 1998, the eotiflllY of eacb of wbk:b ~Jk:ations ~ TherefOfe the addiuonal nnCl!'('ta&ntj,l' that atihte l1liUl3.gement 
incorp~ lwrein by MetenCC. 10 I'i$kJJ potentially uode:rperformiDg the variO\lllo IISseI classes is 

fIELD OFnrn INVENTION 
notmally not ct).nsidemd. It is ignorOO and thetefu:re rtxIdets 
the conl'idente level of such simulations in essence meaning
lesa. 

Tbi~ inventiol'ltci!ltols 10 the fie1dofflnabeial services, and Typicil disclaimers used in \he iudustly, which at¢ in "ig-
in particular to II new method of fin.anl;:ial advising. 2S Ilificattt pm intcndOO. In provide legal safe harbor to the 

advisor (e.g. "past perfurmaTlce is nol a guamntee of future 
lesu1ts"), roay not llduqualcly convey to the clienf the nature 
of the ri~ in actively UIlIIlageti mvest.nwnt& This is becau$e 

BACKGROUND OF THE lNVENTlON 

The field of .financial advising include# 'VllritlUlli.wt pt'll£- normally the (;onfidence calculation was hlww on !he unoor-
rices. These best pnn,:tit;E:S include identifying a client's finan· 30 taility of asSet class .tetumsj but actively tual'laged portfullos 
ci!d gQals (e.g. de!Iired tetirement age, desired annual inc\:lwe may equal, eltCt'lIld {)I' Ulldcr..pecform their respectjve asset 
tit ret:itement, detiind \'acation budgct'in tetitemetrt, d.esired cJa$5CS 1hereby intmdru:iug additional uncertainty absent 
¢State value at death. ($,), In SOllle app!kation of geDernl from the confidence cakull!lion. Thetefuxe, what that coufi-
industrypn.ctioe$, but tim all, cliOJ;l1& areaiso,asked, kI tJWk the denw number mean,s mayor nuty not be fully und:onmxJd by 
stated goak; in relative o:rder of ituportauoo. Generally 3S tlm climu, or the financial advisor for thai JIWtter. 
accepted nBest F1IctiCei" abo include i&lltifYingt:hc client's Furthermore, cummt approaches often irimWc periodic 
rl»k t.01etanee.and ctea1iDg an investment allQGatron aimIldat reviews "fmc pcrlbmu'm.c.t'! oftheclioot' sportfolio, As pI'Irt qf 
prmhx:ffi@;thd;tighllStrotumfortheclient's-risktoICl'<UlQl;)'and the review the dien.l; may beprovided with 1'1 chart,. graph or 
then b1tt;ed on that alloeation's expected return, ca1c::ul~ting other representation of how thell: porlfoJlo has p<rl(,lr,lIlW 
the mwingl;.~ 1.0 aclriwe the client's ph. In a cunven~ 4(1 rolative 10 the various capital m.o.rl:<;els (i.e. the clioot1s optimal 
tional approach, to dete.rmine the cliClIt's ri!!k toletanCe a ~tibl.t tn VMOUS asset classes for tbelr rlaktolenmcc).lf 
fimmcial advisor uses Il risk tolerance questiOlJmlire or asks perml'llWloo W$ low/I:f than ~ ,or ass'Umed by the 
the client about their toleran<:e forinvemn«!n1 risk' defined by :advisor in tb:eorigina1 wJlJ\lJtat:iQn, lhe cUentnuoy hi:': advi/led 
various mathematical methods likuwndard deviation. semi- hi tfuange inveslInmt mmwgel1l, wait for a more liwarable 
variance or more C0I1llllonly the 1!ifP level of annua.I port. 45 wviummentfor1he QWl.Iige£'li "'style" wpt:rhaps i.ocreasetbe 
folio laMeS with which the clieut could tnlerate. This risk runount ccmtribuwd to the portIblio. Altemutlvcly, the client 
toletanceinquiry may beIMte nuaru::ed, suclus attemptln& to may b~ advlBed. 10 eliminate one Of more bithe l()west~mnkCd 
~ \be amount of /l.Ii&WJ; tlrpercen1Dge ofw)ul\' of II g0als. If, on dle other band, perfOflllll.tWe WJ:I$ better than 
retitement plan. ibM the client is willmg 10 put into wets of 1lX}lOI'Jted, tw client, will typically not be advised m mduce the 
various risks. WbabM:r method of attempting to identifY the SfI amount cm1bibuted to the portfolio, eW.tl. ihuch a rcd.uc:tion 
c\ieut'uillk tolw:noo is us.ed, the resvlt uftWs inquiry it; then ~ on the sv.peOotpe.rformance is poll¥ible (i.e., maintain-
UlICd in recommending an llilocatk1l1ami misted iavetnments wg tlw o.rli9ni1 "risk toletal)C(l"leve1). 
to an individual OftI,lD., hMstnn are advilled 10 a«ept a risk Thus. there is a need in the industry for II new method of 
toIt:nm.oo: that is at Of tIetIt thll client's maximum endurance financial advisin,g,that cdi.mirutt<MI the ,lIhstantialll.nCeJ'Ulillliell 
Icvcl fur lo~ttand or risk in theirportfulio value. S~ ass<.iciated with investing the clie!l.t's 851leis in actively 1.IWl' 

Oftell the !!110cati0ns' are tested usins II. Mlmte Carlo simu~ agel.lil1vestment altemativello, dOes not position clientli at their 
!atron based on aSllumptionJ of the capital market$, sampleJ mruriruu.m toleraooe fur risk if there .are more fqlpooling 
of hilitorlca1 data, or both. The results of these simula'rium: <ilioic;es the client u)llldmake thatenable them to have $Uffi· 
oor:mally <'If{! used to C\~ a t;onfidooce kvel and/or II per~ dent confidenoe of aclrleviag the goals they v;tlue and thus 
centage risk of failure tu acllleve a desired inwlile 1tN:e~ 60 eliminatc§ the afuremcnrioacd difflculties associated with 
tlssets at retirement or any other of lhe diellt'$ identified ecmveying slli'lh risks to the client. Fttr1.herrnme, there i~ a 
goals. need to provide cl«mts with periodic feedback that does not 

IJlotherupproaches, mcha& woo.lth~t, thedicnt simply chart how thcirportfolio has perfmmedrellltive to the 
may deftoe1heir risk ta)eranceand go~ and the advisor may madtet, but rather provides: 'C1let).il; with A. pramical under-
provide advice regardi.o,g asset aJ.loc.\llion u:lativc to tholie !1.3 standing of the concrete impallt that the JlOrfom.umce Of thcit 
risks IIlId goals. Often, the muuJ[;iaJ advisor has the capability pCIrtfulio has had their desirOO gools. There is Illso It need flIt 
of running Monte Carla simuIatiollS of funue retums nfvarl· a illOfe IIWlJlCed approach to evaluating client goals., wbich 
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comprises more than a &imp1e linear nmk.ing of goals. but 
ruther which Interrel3tcs 11-11 Qf the client's I!,OUls S0 tlmt the 
client CM make mo~ informed and satis'lymg cimices about 
the.irgoal5 in lightofthll pcrfort:ll.!lllCe of1heirport:fulio. As a 
result, the inventive ")'Stem will be JllCIit: hiply valued by 
clients compa.r-ed to cu.n--ent appnmches. 

SUMMARY OF HIE INVBN1'lON 

4 
goals. in m;;oo~with tl»: diJmt', !It1bj~tiV(l1l.!lQ!ID1et1l 
and the advisor's in'\l:fpretatlon ofthataswssmcui, i!l. imp(lr
I.!Int in providing advic-e that mUrimizes any !lacri6ce as per
ooiwd by the client. A recommendation &howd include II 
target v.uue fur elIch gu-iI notworse than the IIcccpUtble value 
and !lOt bet1Irr than the ideal wWe. A rncommendirtion UI.lder 
thjg ro¢drod of financial advioo will have rational, sufficient 
c-ontidence yet,avoid eXcessive &!Icrifiee to one's gcals. Cli
ents 9nl preferably provided with a range r:lffuture portfulio 

"Ihe nitthod of the invention ill i.ii.re<:ted to applying 14 new 10 values that would provide4U- acceptable t'I!n~ of oonfidence 
method of fiwmci;ll advising that j$ trw:re IIppiupriate and as demonsmrted in FIG. S. Recommendations: are tevJ.ew:ed 
/llQl1IhigWyvalued byi:udMdualsbecause iti'more reliable. pet".iOOically fut cbengos in client's golds, cll.unge$ in priori-
boonw:ei1 avoid&theriskofnmterial\ytmderpcrformingmar. ties \UIlOJ1& client', goaJs. and whetl.ler the risk of1lIlllCCtJitA 
k.ets, because it a£CWlIteiy ~ses not only risk OV« the abJeontcomeshasbeoometoohigh(i,e,loomuchuncerlainty 
IOoS·tem) t:onfkkmeeof ~.lIIft oftltlancial Pi, 'but IS which rtXJUi.m MW &dvice aboUttbe clwlccs the client has to 
Importantly abo IlcaU'8tely discloses IlIlQ. ~ the bring the confidence level back into the "comfort ~", or 
dlOrt-t~ risks of ~ ttl the plan that are out ofbolh the whet1wr!he perfOrIIlllJll;.e ofth¢ pqrtfolio u$bmught the:m to 

client's and financiill advill.()n' oo.ntrol, Md b¢vause it con- the poim oflmvingeboic06 to illCltlatw:,goak or ~riJk). 
tinus"y is modified based upon both fortunate IIlld Wlfortu- I3ecause of the wide mnge of uncertainty in capital marlr;ets 
J:lJ.¢epQrtiblio result!!, changing gooJund pno,ritics u wen lIS l!O ;wd clump to 'II dient'~ :fU~ goals (in most ~le 
the best choices the client can mP1te based on theirpetStmtil probability "lmu1ation'milthods, II cliMt may have au equal 
goals to maintain ~ ~ce, The advising discl- chance [i.e. I in IOOO) at being broke in just a few years or 
plinc includes II new mllihod ofidenti1Jingand8JflC!l'l$ingllot dyiO@withllmulti-milliondollarestatebw>edonlyuponthe 
billy tbu client's goaIs, as in traditional SlttVice!l, but amo unoorIaiotyofl:lMletclus~turnlI,exclusiwoftheunct!rtaiIltY 

identifyingandassesmgtheprlcelhattheclientiswillingro 2S Qf active invtstment re:mlts relative It} the markets' and 
PIlY in o'ne ~ to "hIly" another gpaJ (or po.rtIon ora goal) e:«-Iudirlgtbl!: l.ik(l1Ibood offuture cbauge~ it) client's goals) 
thld is valued more highly. The tnetbod IJ;lso incl~ II meMS and therefore the notl0ll. of beiDg able to have certaiDty to 
of modeling: the uncertainty in futuro markets so that -TfFte- llVQid IIJl U{UIaI:isfaeJoty result is erroneol,lS. Al50. attempting 
mmloo confidence luveb clmbeeasUy and fully lIJldenllood by to provide the higb.e$t c.ollfldeuce level :pos:sible, eM onl~ 
1heclient. .30 come lit the' price of cwnprumising elient's goals and/or 

'100 mct:hod inclw;1e1l »,-means of WiiDgprr:lbabiJilY anaJysis ~ :more investment risk .. bieh contradicts 1be notion 
tl:'I define the balmoo between 100 much un.certaiIlty mid too of avoiding ~sary sa<:rlfk:e to the clie.ut',$1ifcstyie. :In 
muclt sacclfk:t. Thus, the methtxi combines mathema.tkal essence, ill the abGeJ1C:e 'of II .resso.ued IIcteptabJe range of 
mar!c« sint.ulatioo with fhe proJiling ofam client' & goals. and confidence (i.e.. attempting to get to the hi~ CQUfld.cm;e 
the baIanoo between tot) much ttnd 100 little risk, 10 pIDchlcc 35 level [lO$!lihle) no amount of ooru:ervatism (SIICl'iflce) is too 
both a rorommmded package of goals aId an invesunent much. Therefore, this method tD1braces and manages the 
strategy that balance the desire to have ~ confidence. uncerta.il:ltieli ufthefuture to prov;ide()Qfif.imlousadvice about 
avoid unnecessuy rii>k, yet ll'lI1ke the n10ri of !he c11e:nI'~ the hett ehoice$ a cliOllt tim tI:I<1kc alxlut their iifel>tyle' tIS well 
lifestyle iIUd do so ill a ~tbat is easily underStood by the as the optimal 8a:ept/11:lCe and avoidam:e ofi.nvtlstmmtri$kin 
inilividWll inveslnr. Thus, MonteCarlo simu1ullou and/or bis- 110 Ii~ of the \llWIIlI'tajnties of the future, (pot only in the mar-
torlcal IIJlUker anaIytill can be UliQ1 to mcde1 rD'iIrItet utI1ltlfl- kets, a:ndnot only by avoiding the added ttneertainty of active 
tainty in II ~ that provides the cliep.t with a balance pf mvestrilents, but IilIIil- the uncertainty of the client's de:lkeand. 
suffident cort6~ yet that aim avoids undue !1ae:rifice to williognesstochange.theirguulsorprloritioo. thmughoulthcit 
their goals. Ims as may be desired, or as may be necessary to obtain 

Furtb.er, tJw method inclt!dell investing.exciUlliveIy in pas_ 4~ reaoon!i!d ~(lllf.ideuce, Mood on how the I:Bpital maiket~ per-~ 
s.ive i.n.ve8Ilnents, fur which it hi possible. to mJlthematicfllly futmcd.) 'Th.iIJ-ructMd· aocompli.Jh:es this balance oftl:lo ball 
pnwe in all material n:speclS the risk of~tming or choiGe$ based OIl what is e~y known, what is eurre.ntly 
outperfunning the ~ a:>$e1: aliQOatioD. Tb.il; ill tulJjb) planned to bedcsimd, ;mdreaoonabJe confideru;e'consid\llillg 
actively l'llllIIaged ittve&t.meoU, which carry We risk of nwte- \luu:ffeet afthe1ll'J.OOrtain1y of firtu.roll&lie1 clan returnf on the 
rial unoortainty of \lOdeqlerlorming or pol'entially tlutper- !IO client's lifestyle and theirwiningness-to modify thcir goals. 
f'orrn:in& the. asset ail(JClltion strategy. While ttnqJtional best pructiCeIi auempt to b¢ "right" aoout 

The mmhod .futIlter C'Dmprlst$ a periodIc: review and where a client may end up fall:ing in thewide1"fUl8C 0f market 
reanalysis oftM clienl' s goal~ and. the effect Of the market's l'm!;erIainties (llI>swning they do 001 ,change their goals and 
impa!rt onune' s goatU$ well as Uf!W' .advice tMt (,~ntiouo\lllly their ar;tivo portfolio, implementation d(lel;u't ~ 
improves, nuUntains or \)\Jfl'OObi the choice!i the client i$ mak- 51 the asset cJssses, obviously etronetrus assumptions tbAt ren~ 
-IDS in their life goals aDd portfolio basedon bath UJe marlret's dersucb ;Idvice. meaningless) the realil'y ofthe widepmeruial 
intpact tiS willi tiS c.b.anging guam and priodties. Quarterly extre:tnc:l of onll-omCII $e\:$ up fit!.arlciallldvisors and thol!' 
teprioritizatiOIl of goals C<Ul be perl'orrned, to eliminate out- diebt's for a contiIi\loU8 stt'eiI1n of surprises without a:means 
dfJ,1ed -goals or goals that have become uniropnrtant for any of IlIlcing a dete.rmined cou:ne of action based QIl random 
reason, and to add n~ goW!I. The periodic: review and 6C ruatkct IMIntIl. When sliorHmUl market envlrotUlll'ltll$ pro~ 
reanalysis alsO includes re'liewing value of the client's port- duce disappointing rt':lIults in ltaditional advising me\hodll, 
folia 10 ensure tbtIt it ror:o.ains within the "OQtrlfort :zone," i.e, the typic:al firnt COIll'$l1O of aalion, is inac1io.u (l~. wflit because 
the balance between iIlsuffident oonfidcnce and too mucb we hope in the lnng term thing,$ work OUl). 1£ t40rt Ieml. 
sacrifice to one's lifestYle. maiIret environauml$ or fortunate il(:tiv~ tnanagement se1ec-

By proPerly IUlSCss.i.ng the client's gmtllO and their relative ~~ tion ~roduce ~edly poo(tive ltSults, traditional bCilt 
weighliug, both unacooptable 1Ilicrifice and insufficietlt 000· pracllces nonrulllictkm is again i/mclioo, ttl(Irely celebrating 
.6.dence aa.n he aV<Jidcd. The proper relative weighting, of the random or skillful fortlirulte outt:O\lle. 9y contrast, the 
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pms:ent methodoCfinancialadvi$ittg defines 'pe<:ilic valueu ill 
advance (see FIG.- 5) wl\eJX new advj<;;e would ~ requited (If 
the clien\$ SeQ; aud priorities temain. un,~) a\lowing 
c1ieut's to prqmre Cor andknow Whol prudcrtll'llodiflcations 

6 
FLO. 2 is anexemptary report generute:dinaccord;m~ with 

{he p~ methtld; 
fIG. 3 is an exemplary gool prioriti.zlltlon matrix in accor~ 

ditnOe with the present mtithod; 
FIG.4 is an exemplaiy report generatedittaccordaoce with 

the pxesent mm1x"K\; and. 
FIG. S is an exemplary chart groe:mtedin acctlrollllCt: with 

the present method. 

DETAILED DESClUP"i·lON OF THE INVE:N11ON 

in terms of reducing or delaying gOlils (OT'aceeptillg mote S 
investment risk) make I'OOJe' based on wha:t bll(l happened in 
extremely poor environments and where client-IJl hm'e the 
choice to inaease a g¢al or lmve the goal sooner, or reduce 
inVClltme«lt risk where ro$Iltli are CXI.'leptional, in either CIllW 
requiring detmmined tlCtion of nt!.W oo\'We neediog to be 10 
designed. Critk;al to this ~!l$ .is the aeation of a eonfi-

.t.-<- •• __ ... _ The ~ imetrtion now will be dcserlbedJ.UQte fully 
da:we tafigc ........ COOIIirn:n; 1m< uncertaiat:ies of the t:narket$, h«d~ 'th f, to the " dmy,!' 
andlhatthe"actionpoinf"orportfolio(s)value(s) (seeFIO.5) ,,:_1. _....r~ ~~_.n ac.c.omptWf •• _· """," ~~:~ 
, _ ,- ..... ' . ,~ .... _, ... .r-...., ...... (i w .......... r ..... ",'CU<illWUlULl.l.Oi .. ""o l.U<'lllVelllonBtelllU'Wu. 
lOt, COlllJll'<lmlllmgJluvICCl5tt ..... vo:ay ........ ""'I......- .e .• IS Thilli.trlrentionfWl:Y how et be rtmbodiedinIlWlY different 
the client would h;we little C<ltrlidencein 1Ill3dvirorifhalfthe fotnllllWd should ~t be'~trued lIS limited to the embOOi-
tim~ tbe.ir 3dvil,:tl is to reduce goals ordeIay ph andha1f1he tl)eIlli: set forth herein; mthel: Iheoo entbod.imtlnts are pro-
time inCl't'aSin$ ~) Likewise,~?", ~s are added, viOOd !l(l that ttiis diIlclooure ...:m be thorough and complete, 
moved toM earlier da'.e or portfolio nsk j!l,.Illcreascd, Ibu$ and will fully con.ve}' the scope of the invention to those 
setting it new eltpoomtjl)tl :fur ilie cl.iellt, it js also impOrtant ~o ,;kfllod.in the art. Likenumbers referto likeclemeots 1brougb-
that there is fairly high co,.6dlWlee the addition or incm:asc in out. 
the goals will fW\. need to be compromiKd ~In at some A 1le\V method for fuwtcia1' advising is disclosed with the 
futuro date ifiheyremain UllCb.angOO by the client. "l1:lenrlbfe SOIll,of fiudiog a ~ fur Ihe client between in.mff.icjent 
depervling Ott theapproach useidw calculate probabilities and COJlfidenee (i,e. too much 1JllCe1'Idinty) and UOIl~liIUY tlaC~ 
bow well the ~tions. are designed to caleulaW fuepn:ib" 25 rifiee, Cummt techniques alte!npt to identify the client's 
abilitietl, the prefert"ll!d embodiment would have more tlum maxlmu.rn tolerance furrislt. and then to optimize 311$et 'Ill]o" 
half of mndom malket wvlwI'UIietUS reqtrlring no cl:Jimae, catlUIl bWied OJ:\. that maximumcisk, wltbOUtoonside:mtiOl1 of 
lesstinmone infi'l'ercquiringllcornpronriU"and the rum.ain- whetller:ndJ risk is W!IJTllQted. The client it; periodiqt}ly 
ing envi:mnmcnts rcqui.ring a pos:iti~ change tu goals, or advisOOofrbe$ta1llSoftheirpo;ctfuliobasodonumualtxrlw~ 
n.;luctiOD in portfolio risk, assuming client goals are 30 ma,neeoftbe1ll.&lket. Typically, this staws review ctmsis1s of 
IlllChangcd aad the lUlCerlai.r.tty of active irrItMing is avcilled a recitation of the perlbf1lUlll.C¢ of ~ clian'$ portfolio cam-
(These am approKi:roatl0ns meant to convey the nntion that pat"O!1 to tlletnlll"ket Les$ o:f'teo, thcclie!lt is pl"O'Vided With an 
cli"ents would be more sati$fil.ld with an approach where porl~ updated % risk of not .achieving their stated goals, or cummt 
folio resultli enabled what was antlcipatOO., or plnn.o.ed on. is probability of"aclliwing>tso<tJs (wbich isactuallytheehaooe 
citber on tI'llck or bettAlr in II si~ficant )11I!;jmity of dient JS ,of ex.ceeding; but tat"¢ly is disclosed as such). If actual pel" 
review meetiQgs). This method accomplishes thi» by defini:t:J.g :fonnance of the client's jnv(:stment pmtfolio is poor, the 
the comfort zone Whfru normal nuukllt envi:rooments do not client will usually be advised to mck tQ their long Wtm pilltl 
require nlN{ advice (unions the'dioo! cl:u!nge$ their goals or inhopethat things workout in the long tlltm OdMS frequently 
prirn:jties). where partit1llatly poorJ.ll~ must be probabi." ro in~ contri1;rutions to the portfolio arm eI.inU/:I.at(!one or 
li:sticn1l.y extrcmetu roqu.ireCQUlpromising. Wvfoo, and where 4(J rnctfY.ofth4lrlow-nmkJed goals. A1tun:wtive1y, if perfurmanc:e. 
fairly frequent positive randomllllltkcts resullli in OOCllSiomtl, :is betterthan expected, tbd clitmI ma.y be advised to make no 
but moRt fmp,lent (tblw Ilegnfiveoutcomcs), opportunities to changes (even nit WmJld be posmDle foi- the cHent tQ cuntn"b-
pmduooadvicubout'improvements to gnal$ (or portfhlio risk ute ,Ie~ whlle stiD m ainbrinlng the same risk of exceeding 
nrluc:tion). Sucha relationshipwitha'fuumdal advisor, where their investmem: BOalS.). 
thingli,are.tiOnll<l1ly "on tmck", whete poor ~ arc ustill 45 The present mclhod j~ intended to help the (;lien~ m!Jke the 
on tr;lclf', where-extremely poor markets have same prudent most of the 0ne life tlWy Juwe, by confidetl.t1y achlcM:og the 
advice 5oiutioIlll that are unlikely to be extreme and where goals 1hc client uniquely vruue!), withoutneedleuly $3CrlflC-
~onal fwol'llble .mJU"lretli have positive advice improve- ing Ihmr (;utrellt lif~ and by avoiding ~sary jnvest-
mllnt9, dmmatic:a1iyhnproYe$ the comfurt t.md confidence 1lut IIWl1t riGks, Th~ !he metbod ob_ wm clients onJy that 
client. has io the ~sor, and the a4vi!IQr's- advice aod to,ore 30 infunnation that ilI!leCe!Isary.aod material for the advisor to 
intportantly llbout tlw clienl~.liretllyle.An e.wnple of defin- underntand the clie(.lt's goolH. It identifWs the ideal dreanls of 
ina &tlclt a tlI.llge would be calculating all uf the future port~ the client 11$ well a$ the acceptable oompmmi'$es, ItIld the 
foTio values tluuuglulUl the client's time horizon ne00r410 prioritiesandproportiQninamOlllllandtimiogmnongell(:h.lt 
baye 75% eontidru.lcc ofexceedin:g thecliQ'flt'i currehtly n:c- also avoids unneoossary risk, and provides: petfurmance 
o~ goals (i.e. 750 ofl 000 stati!JTicWly potential port- ~'j" bencluwuks tklt life pdlCIica11y understandable to the client 
fulio, results) and the portfolio values that W011ld have 90'.4 (e.g. ''b~ing the bem;:h bpuse."') It furtber provides 1.1 comfort 
confidence (Le. 90D of 1000 statistkal1y potential portfolio mnge basm on II mtionalleve1 of confi~e in parfunnauce 
tilSUlt);) in exceeding all of the. clioot goals. (See FIG. 5). of the mvestu1ellt alternatives, thereby avoidin.g lOt) much 

BRIEF DESCRIPTION OF THE SEVERAL 
VIEWS OF THE DRAWlNG(S) 

Having thUll dcscribtld the invention in ge.ncrallentllC, ref~ 
etenCe will JlOW 1,re made to the ;«:companying ~lng$. 
w1rich are n<rt nooc&lal'lly drawn to scale, and wMmio: 

FIGS, IA to lC constitufe fI flow dillgnUn outlining the 
method of the present invention; 

utlWrtainty <IS well as too much saeri&e. It Jl)'OVidCii II (D.WQS 

00 of working' with the client to proVide $O~tions 'based (ttl 
acceptable compromises to II(;hieve prioritized goaJ~, and 
p.rovides the client with an uoden)'atld3ble -'1181ysis of the 
progress made toward gtlill1i1, while aliowing the client to 
change goals or prioritks on demand. 

6$ Thus, thc method i. \IJOO ft) su\'Uect the clioo.t te no more 
risk than is necessary It't achieve the client's 8031$ (i.e. lKl 

mme ilM:Jltt:Dcnt tisk1:hnn is necessary to permit the client to 
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livcJifein thehe!!tpo51lliblcwaywhlleaeblevinl'Phegoa1n.bat Having re«ivOO this rekttlvcly sb:aigbtfwward infOtl.lUl~ 
theclientvaluesmOSlhifhlyorparliallyinproportionroott.r tion at step no, the financial adVisur DOW asks the client 10 
gem1s). ideptify their goaJs, as.at block 112. Gools typu.:ally incll,lde 

Additionally, the tneihod iiDplcments a MNI nation "fbow (he. availabUity cf te$Ollrees al MOUll tituetl, such liS II range 
each of the client's goals interrelate tIJ. one atl{)tha, and the :; of atmual income during reti=t. a desired I'tI!Ise of fimds 
number of goal achievement optiom; that mist depending Oil in an ~e at II particular point. II ~ of desires for ap,tici· 
thcclieut'$ ~ires. The met1mdcomprises organizinga range pated l.atge mtpenditutes.llUCh as educmnul expet.1&e8 for a 
of goal$, interrelating thllirtiming (i.e. when each is ~pected child,. major :future p~ sur:h as II vacation oome, a 
1\'100 "'aclricvedj, and tIIllOuultl (i.e. the relative dollar "cost" re~ vac.atiqn ItPvci b~ a des:in;:d estI\te value at -_ w_ ~ _r __ 

The method allows the advisor ;md clknt to roorient and ' or any 0 cx:pt!Il 0 any plloo.....' can 
~a1uate gams going forward'as a means fur ll.'()Ol'l!iguriog bema~ seOOUlI or frivolous, wlI.hw1ICCQuming between 
the dient's portfolio III.ld desired goals fur "the future, Thus, !'he t'Wt) iJ: made during the goal identification pb..ase of the 
b~ on actuaImarke¢perfnrrnance, the client "*Il be advised method because traditiollill finlmcilll planning methodl! MYe 
(Orat 1.m1l1 prcscmed with the option) to change m'~rioririze IS advison eoaclri.lli c tlentsabout being realistioitl goal setting 
tbeirgoals or reduce or:incnlase invest:ment risk. Forexample which~&the potentW for hChiMng "frivolous'" goals 
the client may be ~ that tbeirJHshly Vllluo:l investment this ~hod uffinanc!W advising would. enable. Furthennore, 
goals can be aclriw:cd !.'imply by delaying ~ fur one the ki:nds of goa\$ will vary between cilents. For examp:l~. a 
year (the date. of Je/.ireIru:!nt in this case is not a critically cbildlc!lS oouple may hawno need fOr an estateorto pay for 
valuod goal of the ·clioot), or by dropping "the number of i<I education. The advisor should be ~ to ellcit IIll oftbl'l 
MlJ.uhl V3Cl'I.t/oll trips at rotiremem from 4 to 1. Furthennom, pis of the ellent, including btltb common goals IIJ.ld tbnse 
the method aUuws the advisor and clierit to make slight !bat are rare or even unique to the client. The lIdvisor, having 
Cba.ngc9 ingoa\ priorities that could I)]lowthecliem:to ~p a obtained the identity of the gools,:;t blO<:k .113, then ean ask 
low-tanked goal, even though portfoliO pcrfu~has been thee!_ to ideality an ideal vai))l'luf I'<8ch goal. atlat 'l;tep US. 
lower than nonnal This differs from present methods in 2S Values of goats can be in the timn of an ideaJ. retirement a&-", 
whiclt ad'Visurn simply I4Mse the client 10 "Wait for the long oran ideal numbel'of annual Vl'ICati:On·tripll duringtet:l.remtmt. 
\em1" (i.e. no action) SOlve more mon¢y ox clll:tUmrte one or Otlwrvalues <;;ah be in the nature of oncur more pl(UUled_ 
f)l(ll,"t: of the lowe;Sll'8.Ilbd seals when the portfolio pcrfornu witl::ldrawals.at one or more defined points in 1he fu~, or fur 
poorly. n>eun:i.ng expenses or a futuro major expense (e.g ... the booch 

In one 3$peCt of the invention, an asseilwenLof goals of an 30 house"). The vttlUB of goolu may also lrn:ludb amounts I!lIiI 
lU\le$tor is c.an1ed out by a finlmpial ath'ilK/r. The :financial 'timing of SlI\ling1l to be added to the portfulio prior to retire-
adviOOl'llI01y be au individual, lUi of'/!'JU\l.mtio.u, or o:neor more :ut<mt. 
organiJatioos, and may inelude the WJe ofprogrartuned com· Ideal values of goal$. are!hose va!ue$ Which 1heclientlIlQ$l 
puters. The ix:m:slor may be any legal or .l)atur!U p<ItS9ll or prefern in each J>eIl'tate catesorY. witl:wut ~rd m whether 
group of persons. Typically, the inVe$1or,wUl btHm individual J~ aihieving ooeh of thos.e ideal vaiuf)$ iu l1lIlli&l.ic. The JUWwor 
or couple, but could also be an institution that has an .Invt:$t. shuuld OO/XUl'lun1catethat the ideal goals need not be realistic, 
I.l.loilnt pot1fuli~and Uabilitiell it wishes to fund like lUi endow. all ~ togethloY. In~. ~i\!'lrtli will want to save lells, 
ment, pension find, 0( foundation. The tOOUnpie ~Iow is J'«:tirt, sooner, avoid risk., httve 3 greatl:T retlrwnetrt income, 
tailored to financial advising for individuals or couples. How- and have a larger I:!Itak, and the. ideal values of goaL; will 
ever, mwh principlC!l may be applied to investors other 1hM 40 reflc(:t theIJe deSires. Any <tppropriate v4':JbllJ furmulntionmay 
individuals; for example, "these pclucipies may be applied tQ be used by the client and advisor 10 comllllll1i¢/l.te Uu: ideol 
eparities 50tlflldng proper IJIM!!gemem of fimds Q1 epdow. valueofeachgl;l8l..ThejdealvaluceanbeexpressedY3rlousty 
moots. In thifr example. l firumcmJ oovisoi"will ob1ain c.ertain depeoding ou the nature of the gMt. lIS noted above. in twroll 
infbl'lIliition from the i.!l:dividual or couple, who will be of timing (fdeaI.Iy aUOOD.aB pusliible) and values. (ideally as 
refetrod to as \hi: elie.al 4$ mum M possible), ThI:: idral.wloos pfgPll]s: are receiwrl by 

Referring to PIG, lAo the .financial advisor may IlSk the the advisor, kS irulle.uted by b1ock.120, and reoorded. 
climt for c;enain baclcr.round infoonation at step lOS. Tilh Theadvisorcan.thetlask theclienttoideoIify"acceptable" 
information is typically briefer and OOsle1m obtain than the vaiue;!l ,of each goal. as indicated by block US. Au lIe<:eptable 
typt> ofinfurmlltioo typically required in de8Jgr.llng afin.mcia} value u£o goal will ge:nero1ly the a GJlI8l!er dollar value,su¢h 
plan. 8ecIJuse oftheamonnt ofun~ties in the future, the so as of annual retin:tn¢llt Income, an estate, (WIding for educa-
information ooUooted does not need ttl be as arduous as is lion of elrildren, orn lMge·futurc.purohase un Jaterliare, (!lith 
typicl11 m plllJlD.ing becimtw there At'\'! many detaih tMt are 'as whetl one rutires or a 1st« date for It lurge fut::ure purebase 
immaterial in thel;Olltextcftheover.tll vast uncert.aintyofthe that the l;1ient would find as acc.eptable, i.e. they WQuld be 
future. In general, :and> infunu.atioo inc.Iudc5 broad bu11lOt satisfied oompromlsing the gqal (O! delaying it) IU that Wnll if 
detailed inf"onnationabout the clientand the client's Clltrtlnl 5S it 'Wtlre ~sary to oohievo·JJJ:>J:lther gual they PCTi<,)nnlly 
tllllUlI.;t'$, information iIlbo\l\ anticipated future income of the val ued Jllore. 
clieAt,p thellku, Infunnatlort$bQUlthee)icn1 incl"des suCh 11 sbQuId be noted that the IICWPtable size or timing \'.If a 
as age (or ages if the "client" is a couple), cumnt assets, 80aBII not the smallest or latest bearable orwlcmble amount, 
C\lI"l"OOt incume, cun:fllll resideru::l:, and 0ll"l"e0t 1lXPenSe&. but rather is the amount ~I is ~ufficient for the e]iclil to be 
lnfrmmtion about future income will 00 in fue nature 'of !iO l"I'<MPtIIlbly plQIIlltlll Whoo /I \1Ilue repretlwts 11 time, !lUcb as 
I}smmlpWw; as to future ilicome from SO\U"CC5 other than retimment II&-Il or a date of a IJl3j(:lr future purchaoo, to bIl 
inveI:tnllIDts, (;Uch as eamed income, Social SCoority, ,pen< doomed ao acecptable wI:uc of that pI, 11m date must be 
siona and othersQ\llOOS ofresourcell. Residcncei$ important sufficiently somi that the clioot will be .rc.\lSCWlbly happy. II 
for calcu\atiQn the impact of loCal taxes, inClud.iJlg state, willbeunderstoodthata...m.etyclvetbalfonnulati6IiSclu1be 
cotulty and murucipai taxeS. The nature oftlris lnfimnatlon ~.'i used bytOOI;!iem andadvisorro co,w.mun.ieatetblfaeceptable 
Wilh'llt)'ifthe1.el;bniqueisappliedloinvestof!;ordientswho wluc of each goal. The 1lc.:t:epUlbk: goals are recei\l6d,!l8 
are notindividnals. indicated at. block. 127. 
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An exemplary illustration of ideal and acceptable '\"dIueli' allows tho financial adVIsor to dct.cm:ti.nc the relative impor-
fOl: a VMiet)' of goals is shown in FIG. 2, in. which the "clioot" lance of each goal (lompared t(l each other goal, which then 
ha!> ideutifiw an ideal ~ ¥ (:If 63 years, and an «110Wl1 theadvisor \0 PI'O(lO$I." a T~vnUll(mdati"n that provide:! 
llCCeptIlble retiterm:nt USc of 68yoon;. Likewise the clicut hns 1Itd1'k::ient oonfidwcc and comfort of acllicving Of cxcocdiug 
identified an idea] ttmd budget goal of $25,000 and all. s Those goals each client UI'liquelyvruues. Without mLIlCCe$SIU')' 

acceptable value of$5,000. ~'li6ce to thlrir lifestY.le IIIlIi avoids lJl1Il0I::essaJ')' inves.tme.ut 
Upon receipt ufthese ","lues, the client is. then asked to riskll.A1tema).ively, the /ll:w:x:ialadvisotclUiusethematrill. to 

provide relative Values fot each [If the goals. as indi~ted at identify lower nmked (perhaps even frivpkJUIi) goots whim 
block 121. 'l.'bmle must be provided in a numerical funu for l.l8D be achieved c\fu(1:t through iuninnr change in the client's 
purp05eS of caiC'Uiatiol1, butean be obtained in vetbal furm 10 investnwnt aU(Xaltion (i.e. a minor inc:reue in investment 
from a client IUid then ~e.dto a.numedcal fcum 1hro\lgb risk) or only slighUy redm.ing Qr delaying ()ther goals. Pro-
interpretation by the ~visor, The client may be prompted to viiling such Un additional benefil to the client will result in 
provide thetelatil'e value, offur example, at:hi:eoIingl.U1earlier sigoifk:mt [;'U$tmnet satistaction, compared to ltaditional 
retirement date, versus tbeir lifestyle once retired, ofiru::reas- practices ofproliling frw.elient to be realist~ at the beginning 
jug the amdunt tlWVtid each year priotto ~t, ofred'uo- IS which would iguoro what would otherwioo be oonl>iderud a 
ins 1heirtravel budget priortl) Or during retirement, of l1!d.uc- :fHvo1oU!> goal, ot in llimple ranId!Ig In.Ilth.ods where frivulo'og 
ina tiwSUl\(l\1llt of an:estat.e, of reducing the maximum amount goah would be completely ¢liwjnatt)d due to their low rnnk. 
!Mrllab1e for taducationt){ clilldmu, and the ).ikt{. For eXample, 1:1u; l,llIe uf II talttrix: provides an additional ildv«ntage., in 
wbile it may be acCeptlibte tl) have a $5,000 1:rnv8I budget, Iluit it can point out apparent contradictions in the efient's 
would itbe worth it to yu11 to delay retinmmt O~ yt:M nit 2Q relative valuations of goals. As can be seen from FIG. 3, a 
ll':Ie8ll1youcouldhavea SlO,OOOretirementtmvelbudget, The contradiction IIpl'ICIlt$ in the client's ptio)'itiztltion of 1.'Utim-
$Ill of relative value; nay involve, if done in other n:1eIbods ment age 'and estate size. The client in this example has 
wi'thout the limiting bouru.t. af ideal and aooeptabl'l) profiling i¢entificd tha~ in inIie, to acllieve their- early ~irement age 
a~ in this method, a l1'ither unwieldy large sm of quf.!Stions. tb.ay would be willing to re&.ice the si:w oftheir$fe. bbw· 
Wbicheould bepre~tedw the format of a questiolJlUlire. aut 2S ever, they have IIlllO identified that in order to achieve their 
1b:i$ 'meth.1)d'. h.aving the Ctmlltmincd bound.& of ideal and estate goal they would be willing to retire mler. The idetltifl-
acceptable goals to work from, simplifles the process to ~tion (If tb:iJ; contradiction bigb.ligl:tb; the many times fine 
merely giviujll,relative value contrastWIl.f.lllBst pIs, leamed differences e'Xist betweengOl;l.i \'illues. and thus: ,can beuaed by 
by Iheadvisorln a limpie oonven;ation,orperhaps with!he!'lid the advillOr and the client to obtain II deeper undtm;lIrnding of 
of a simple goal matrix 30 the acruaI relatiw priOritization of these goals. In "!he :ilIU$-

1.'bcre m numerou&'l:IUlnIler!I of i.aqvi6ng about such pref- lrfItoo example, upon identifYio.s; the conflict, the advisor 
e:retIC(I$. For example, relativewuightingmay be: inquired in a eould ask the clill11t mme detailed quoo);innJ; about tbInr rela-
verbal format, 11U~ as "Isan early retirement as important as, live prioritization of estate value verws ~i!;Il.t age or if 
Jess important than, (Ulnm less i.mpo~ than, wore impor- theN are pre:fun'ed wlues for eitltu betwooa the ideal and 
tant than, or much more important tl:utn, lwving additional lj aooeptllble ml'Cl!lCII the I3dvisor may want 10 ooMder when 
incmne during reliremeat?"The tjllt$tioO/u:oaybeasked with desil1;llingarocammendation: FOr example, if deJayingtBli:re-
quantitative values. such WI "1& delaying ~t by five I'1lIC.I:I1 by oruy one year ~t1y "buy," an estate equal to 
yllarS Mom the S8l1l.eas,mu prtlfenlble to, somewhatprd- wbal the couple inherited frtIIn their paren1s of$3Y pe:tIIlIpl 
exable to, somewhat less p.refm:ble to, Of very mm;h 1($ $500,000 (m above'the ~table minimum esla1e, yet i3.r 
pre:fimible 'lU, baving :$:!,OOO 1_ in annual KJIetIding during 40 below the ideal WI well) the client may be williug to Jl'I,i:Iketbal 
retirement?'" M goals am ~y exprESsed in fenml fif trade of delaying tctke.mem one year. Likew1sc. the client 
timing and monetary amounts, the campariSQl1ll will in:vQJvc tmI.:r be willing to compromise their esta1e below that $500, 
rtlative weighing ofthum 1ypc$·ofvalut:s.As w111 befapprc- OOOmlUlber if m.any other goals (tmveJ budget. retir«m.ent 
ciated, 1his IIlIIl1ner of questioning and of relative weighing of JifustyJe, ret.imme.nt age etc,) mU5t be'comprmtllsed to only 
goals am and w:1lI btl «pplicd ID all ofthego~l$ identified by 45 ~ble levels, to have SlIffieieJlt o~rall eonlid.1';llCe. 
the client lID that 8 oompruhensive interrelation of pJs it After lUlcipt of the relative ~ value inibnnaUQn. .as 
developed and will be conceptna1ly understood by the finan· mdkated at bloclt:f.29, the fuuw.cilll advlsOru~ the matrix: 10 
cial advisor tot him or her to. fonnulatc*eir ~i0n do.:rYelop II recollllXlendation, as iodil,lllred at block 130. In the 
for the client, This ooncepto:nl itttttrelatian will enable the artl'Ilysis, the ideallllJ.d at;cqItablevatumof pis are taken us 
l;1ieQ:t and, fir)aoclat advisor to ubtain a ~understlIhding so extremes of each pf the goals (i.e, they ate bookends). F.l;iclt 
(lfthe relative impotlal'.lca of eaeh of the cli.uut's goals: tlurtis goal ball 8' rep.res<mJIIlive dollar value of achievement (e.g... 
suh!ru;mtially more I\~ than techniqudl in ilit: prior art com of the: ''beach haus.e," cost ot "eblW's ool.lcge tuitiolf'. 
that require the c;;Jient sUnply to rnnk pb; in aseending or both in ideal-1he mpst, and a..ceptable, i.e, adequate-i.e, 
~ding order. Theinte.ttd,atioo can prmtideinsigh1JJ to the life i& still good, not a sacrifice). 1"hese Ils,Sernbl.ed wlues 
cliUlt t1.u:mIleives about the rel;l!:ioos!UpJl of f!,Oals in a way s:; iaIon$ wiili the adv:\sor;'s \Uldmtandiug of the relative priori-
thatthl1iYmay n~thavcJln::vioU$l)' oonsiderednorunde:rslood. ties ~ongst gcal~ are used by 1he adVisor to build a recmn~ 

Ultin::u)tcly, 1'1 goal. matrix is .d;m)«pcd, similar to the one mendation.. 
illusttnted in FIG. J, in which goal, are Iistedon!he vtrtical The advisor then User; theae ViIlues a.oP penoflllll simll[a-
aoollcccptable compromises are listed on the horim!ltal. As !jons mvarlO\l1l nrodel al\ot:.atiq,os, and making assumptiOl,ls 
can beseetl, the matrix can provideao easy visu»1 oom:parif>On 6).l aoonl the futu.m periommnoo of the ilssociated capital mar. 
of weh individual Soal agaillst elICb other goal. In the l11U$-· kets. The advisor uses the results of tb~ sim.ullltjdtls in 
1:rnwd embodiment., !OO ciieut b»s identified that in QI1.t$'- to oombination with the goals matrix of FlO, J to dill{".nmnc 
n;"duce the inveslment risk in. the portfulio. they W()uld be which model Illloeation will allow the client 10 achieve their 
willing to retire lmer and/or redu¢e the !rim of M watc. A most higbly wIlled go-all;, whkhgoals. ihny, WIll need to be 
furtbeflw.ulysis thows-that,1tlI to thell'lltertwo goals, the client 65 adjusted closer to tbe~ "'acceptable" value, and wlUth gO<lls 
would bewillinl) to. reduce the m oflheir tJ!;1a\c ill (110010 tmI bDlUlmevooalo(flieartbeir"idea1*'w.J\U:I. Likewise, w;ina 
achievetheiready retiremeatage,A.r:mnginggoals inllllliltnx this method the. ,advisOr can also ~mmend wbkh lr;lWel" 
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valoo goals can be achieved with only slightmodific.atkllls to themcdellllltX110 sUnullue marketrosuilS i, pndembly Qne 
the values of otlrer goals (e.g. Increase pre-retirement II!Ivings that bears a MIlistic ~lationshlp fQ 'aCtual historical market 
by $X to a4liave one more Jam.aica trip per year in retire- re1.Unl$. However, a wcll-designed IllI.Xlel soollldlJQt sI~sWy 
menl). follow !he dalll LWailab1e fur hi$torical markets, Historical 

As will be appn:ci~ by Oue of \>nlinary s\:ill in the art, a- 5 tnarltet.data is av;lilable for'on,Iy l.llirnited period. of time, and 
vatieJ)' of simulations can be pcrformud. hi If, preferred only ~s II portion of the ()utool!le5 possible in the 
cmbodime.nt of the m.v.mtive method, the capital marltet futllr¢. A wcll.designoo 1tlO<le1 is valid- tegmdlass of short-
8$&\lIIIptiollil are those based 011 tM /lBSIllllPlion that assets in tenn IllII1ket cllanges. A model that slavishly rollow~ Il'II.Irltet 
a portfolio will be i,nvelted patl5ivcly. As preYioudy dis- returns, Gw;b. ruI n100eling based on the most recent twwty 
cussed, mvestWg iIlacl:iVdymanaged itivl!!.tmentahernativcs III yeatS. eb.anges ~ch time new data is addOO- Even fur long 
OOn1Il':iiJ. mkof l1lIIt:eriallyunderperftlnning the relewt.nt aIlset periodli of time, S1,ll;:b ali 30 years, the limited hi~torical data 
!:!assC!$ to which the in:vestment belongs thereby introducing the itllltl$b:y bas slwws that for vo1atJle ~ like large cap 

51och, 3O-year retu.rns based on moothly data book to 1926 
II risk not beiog·modded if one uses ()m), the risk-and return show a 3O.yrar average ref;Um ranging from 7.17% to 
characteristics uftbe at:set~, Althuugh ~ manw 1$ 14.29%,lfoneuseseitherof1hege3()..yeprMultusaninpu;l 
a~ itwestmen1s also carry the JXIIential fur returns that are 10 a simulation-engine,. they would be simulating II 500/0 

8Ubstamially above those of the ,a~ated asset clllH or chanoeofdoingbettcrorworsctlwtthelU:lllketbltseverdone, 
cJagw;, it is known that ~ ttetive iroplernentationlws 100 whichis statistically ern;tneow:.,~'ucb r;lepetIdenooon trailing 
potential for II wide range of poSslDle outc:omes (fhlm mate- returN; is. oot appJOpriate fill" >II reliable model of market 
nally undeipcr:fotming the JJW'ket (If l\II~t:t ¢la$II to lIIlb!it81l- 20 heh~ tQ.deOO. depending on tlm time period selocted, 
rially mrt~perlhtming tho ~ lWdan p(lints ill 'between) there will be signifu:ant "VIJriatioo wlwn II model based 00 
1Ms- also carrying and introducing a level of risk that is trailing retw'llS is tested lIgainst actua1 historical retums. A 
dilIicuJt, ifoot impo5Sible, to adequately predict, and tbu~QIlJ ~1 with bigher leve.l~ of ronfidbnce will not be so depen. 
provide Widely vatyitJg O\ltc:omes:lium yeartoytlilr. Allltl. in dent on the data. A model using Monte Quio arudy$:l$ is 
the absence ofbeiag able to know this risk, any cqnijd¢nce 25 pref'em;I fu model tOO possible future retmI:ts: to enable the 
numhtm: prtl3OO1td ttl the client can be sublrtllJltia11y flawedif mpausjon (lithe probability that we haye not ro:t ~ either 
this additional risk beyoru:l.1he asset I::hms tli'Jl:erlainty wasilot the bl'lSl: Qr wOi;$t the ma.rke1s Ullly produce. 
C:OQSj(}ered Sayingll client has 82"Ar.~ iI mvestiug in A W¢ll..designed model will show '\(mQu~ defined chatac-
these am;et ChDses (i.e. pawly) t:M.v be a ~bly 'and teristic;; when oompared with hi610ricul results. or courne, in 
diteclionaIly soUDd represe.tturtion. Ifuwev«, saying the cli~ )() conducting such a: cori'lpnri~OI.t, it should be kept in .mind that 
em has 82% ~nfi.dm.oo based on the asset clwlsei modeled, historical results represent a Jdalively short period, and a 
then investing in a IDMll'.\Or. thaI introduces an opportunity fur relatiwly small munher of potrm.tial results. A 'll'Jel1~gned 
~ market results lind a risk of .materially ttnderper~ model should include results, in such areas lIS av&mi:geretum 
fonn.ing mw:kel resultl,l (flcl!het of whieb were DlOdeled) andstaDdaJd deviatiQll., 1ttthetlXtremt'll,lthat:lhll be,yond$01:wd 
lllIIkes that t:(lnfuience number ()f quesliooable value to the 3~ his\.()rictll tMmb,Forexample,at1he5thand 9:5thpen:entiles, 
client b~use il 1;:$ be !WbstaDtially flaWed. ThlIS, recom- simu1atOO. ~sulls should be respectively, hiSher Md lower 
mendations should 001 inc:lude investing I'mY assets: in 3Qy than the :lth a.ud 95th pt:I'CClltile fQf,histOrical Nl>u1ts depend~ 
adively-1JlaJlI'lged fund. The fact tlmt a given fund or £und ingnntlmJ1umherofsimwatiOlUbeiug:tUJ1 .•. i.e • .mathema.tI~ 
manager has done betterthan the madc.ets in ilie:pust,u; notan C<illy1he greater exttem.es will e'lci:n in latylrnumber ofsimu-
indication thai the fund will be mom iruI.iCt'lssful in thefutul!;l. 4tJ latiOlliJ, though their probabilitiftli of ~oo 0lK"-¢ /I 

The uncertainties iuvolvod in investing in any manner otbcT statistkally valid number of simnlations has been run wjil be 
thanfully passive ir:I\'estment create a ~ce,betweet.l the 1M remote Qf II probability to be useful in advising a c1ienl 
predicted probability, Ratlu:t, the ioo1ttsi<m of actively man- abouta-dyruun:icandcb:uoglng mofgoab andpriorlties. The 
aged funds in a I'eCMIllle[ldation creatl::s an additional de- best and wont J1;lmlts sOOUJd be betterand WOlJlethan the best 
ment 9f Ui'lCrnnmrty. MU.lOOveI, there is no reliable rnodd for 4S and worst bistorh:a1lT:l$ults, Otherwise, the sim\ll:;ltioll would 
prodkting this ndditio.llw element of~. although indiI::utethattlw:worst,Jlr'burtpmsible,l'tlmrltshud ocewred in 
one can model potential impacts of the amo-om ofuncertainty the relatively short period of time for wblch there is accurate 
intrndulX'd and baood on the(lOJ,),fide~ a;I1d comfort ~ dilta The amount of the variation lIhould depend on the wlll-
Ul'IOOr this method, eYlID a 8mall amount of activeutWertaWty ulity of the asset olas,. J:l'm el«UUpre, simullltedresuful will be 
(ie. well belOw any actual hiSWrical nmges) intrUdut;es an SO very clollC to real resUlts;rt the 50th percentile for Trea:;UtJ 
irnttional nwestmen1 rlllk that oould be uvcided, With II- tnIDl- bills, and will ,gcne:rally'be further away fi:um real results tiS 
aged find, oooCIWnot use Jltatitlticalltthniques to ~cutately the nwket ~C!tI mote vo1atlle, such as lImaU (J$pitaljza~ 
JllO(!e1 the risk ofunderperform,ingOf outperforming the mar- lion stocks. Testing should Ji40 llldicate \:hat the variation 
ket but the possible riIIk it introduc.es '001 conoeptually be between the simulated returns and actual .tetumI!, al the 
e!JIimated and shoWn ro be an irrational ri.5k this method of j5 eMrenKl5', is groater in asset classes 'With hlg.ber"\'(llatility, For 
advising would avoid 'bawd upmla key tenet (lfthe meThod of IOOiIllple. the b~lll11d Wprst re,rrolt~ for small cap tlDcks are 
avoiding l'0n.".."ary inve:rtmC1t risks.. likely to besignifi~t1y better lilld worse, ~vely, than 

By contrtlst, the use ofpassive investmeuultematives pro- the hiJrionCl\l tef\llts. If \he model ;5 foUnd not to predict 
v~ II relatively high degree ofpredictallility to the foreCast result!; alpng the foresmng line!l, d:Im!- the model may be 
llimuiatlons. Although S'Uch iJlwrtments heve Ol$S/mtially Jl{l 00 found to be unrealistic. lhe modelmg assumptiotUI IIhould 
~hance of ever signif'JCaIltly (lutperfurmi:ng the associated then be adjusted. 
IlSse! class £Ircll)jl~ but likewi.$c th~ will never nmtwlly A!II>¢t ela$SornI can i.n<;lude all u.s. slocks, U.S. large C8pi~ 
under perform their cbsses by = than their expet1$ts taJimtioll stocb, U.s. l.atgc Cltpiu:t\ growth stooks, one or 
which can be a~urate1y modeled, Thus, pa!!6i.ve inves~ more foreign markets, U.S. mid-capitalization stock$. u.s. 
form the breili for investing using the present method, by 6~ small capillllin:ltion Stocks. Treusmy biDs and ooOOs, OOJ}Kl-
:woiding the lWlecesSIUyrillk of poll:lfltially material tI'lIlrket rJ.te and municipal bonds of various maturity, IllClb. cash 
W1der-perlbnnancc. equiwle.nts, ami o\:ber classes of wosets. 
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The testing ofths model. should take into ;woount varia~ lug too much by (X),Ul.dbuting 1ll0t¢ to tht: portfolio than is 
lions in historiClll markets. For exawp.le. using mndclI1:J.ly- nec:cs:sary and WUI> win have less tlash available fot prue:ol 
selctlled historical re:$ul(l in the genemtion of mums ~n a (I.e. oon-n:t:i.mnem) lise. If the idlml vallill ()fthe goal bas 
Monte Carlo simulation CIIU result in obtairting an el«lIil$SM" been properly elicited trom the client, a t1irgt't better than the 
numberofselectedresultsfromeitherbullo-rbearmarkels. If ideal value will be of no or a\mJ;;Isl Ji() additional vaJoo or 
dati trom those m.at\i;el$ appean excessively in ~ilnulated utility to the dimt. 
returns, the sUnulatedretll.ttlS can be skcwt:dexoosslvely ina It will be ~od that it part of the pmcc&s of the 
po)ritive or uqyItive directiOil. Thus, the inptrts fnrthe MOnle cvaluuticm under Uris method is I1l1U1ing a series of simllJa~ 
Carlo data &hauld 00 s.elocted 00 thai Ull.U!lUttl mn:tts. such as tio.Ds u~ins l1pproprillte- modeling, as discussed above, It will 
those from \he Ul'lumld bull marketH ufilie 1990's, or those LO be appreciated that appropriate modeling pmvi4es supcriar 
from the long bear ma.dret oj 2000 to 2003, ~ not QVer results,i,e.doesnotrontainun-l'IlOdeledrisks.Aspr:eV:iuu~ly 
rt'.pteS(:Uwci expiairurl, the modeling of capital markets is preferably (#If-

Mode18 wbit:hate found to ptediC!t that an exC$Sive pet- cied out 1lllsumit!g.pusS.We invellbnoot altematiYC$, 1'I1Illldvi· 
CMlage of (lUIoomes win be WOf1l~ tbanbistory are inappm- !lUI" may rely on prior teming of capitaJll'\aJket mode1.~, or may 
prime, al a pIau based (oil troCh a model- II likely to lUIult in 15 take the additiolltll step of eoniWclinZ a comparison. As indio 
~ sacrifice to the lifestyle of the client. Similarly. CIlk:d at 5lUp 140, the appropriateness of me model for the 
n.II.Klels whiGbare fowui to resuif in$ inappropriately large partirnlar recorowen.tatiun .ffi4IY be tested by wmparillg 
pen:001llge of oU1oo:m.es superiotto bistory will OVCI'IItatc the again" J:rialqrical ro$Ults, ~ toohniquetl explained in C\)m~ 
<:onfldence lbat the client can have In the reoommendation. monly owned U.s. -patent applicatjon 'Set--. No. 091434,645, 
MOOel, that fhil to aci;ount for fluctuationJ;;jn~ (e.g., ;w filed Nov, 5, 1999, titled "Method. SystetQ, and Computet 
IllISllltling a cotlIlU annual rate of retum) will miss $ignifl~ Progrnm. for Audffing Financial P1aru;," to David B. Loeper. 
l:IIIIt riskS a~sociuted withIIlllIket tJuctuati.OlIS and eom,pletely the entire contents of which is inCClt,Porated by tefetenee 
ignore the u.ace.d:Ilinly offutum rnark(IW. herein..As noted above, i,fthe modeled muhs differ sigoitl. 

By wnplbyittg these simularcdtlltom tecbniqnes, theadvi· cantly from hillWri(;w ttISIlltilut the 50th pel'C¢lJtile, or dltret 
sor designs I\ll ilppmpriaro ~Jnlll!mdati().o for the client. In l~ inappropriatcly at the ~, then the model mllSt be re-
the p.t'OOtIfIlI of deiigning a rt)COtnmendation, the financ:itl1 tmlluated and al\erf.l!;ltn proVide appropriate mults. '1hl; i~ 
advisortesti: the effect and sem:itivity to 'YtU'ibus goals based indicated at $lep 145. T11¢ reeomrnenda.tion can thbn 00 w-
on their lXmCeptual uuderntandlng of relative priorities and cv.alW!.ted, and may need to be altered by ~ advisor, as 
ilenltively wotks their way to the bert SQiutiou amoug the indi(llte<\. at step J SO. 
Soa1s, priorities and desire to avoid or tobance 10 accept 30 The sclectedreco,mmendatlon can thm'l be presented to the 
i.nvestmdlt mk~ The rerou.u.uel:ldati.on 1hat results will at II client (step 155) In' a report similacoo that shown,in FIG. 2, 
miuimuro fulfill alleast all of the acceptable valuefl aM /.ltItes whichc:an be pm; (If 1113rg¢! rupart, In electronic or bard copy 
of the goals of1he client while providingas little deviation as rolllL 11ie NCOn'unendation will include an ItS/lcssnmit oftlm 
possible ftmn theideal \1I1ll0ll(lfthose gual$ thattlwclioot b.as CIlfl'tmtQQnfidence level, the~ded simand timing of 
indicated are Jl'l(\S't important. The goul matrix is used in this u goohI, re::ommeadtrtiorw for Invelltment, and a range (If port-
proceSs. This lXUiY be an iterativeproc¢SS forthe advisor, and folio values within which it is not nlXlCSSlI1y to te-ewluate, 
il UliI)' involve the CJ't'8tion of<l ntlIllber,of WUI plans that are whethet any cbll1lgell arellceded bMedon the market's belmv. 
develOped and compared unug the goals matm.. While one ior (identified hy the "oomfort lewl'" zut1e in FlG. 2). The 
miglU be tempted to creak a testing algorithm, tm: required portfolio value "zotte!'l" will be discussed fu.rtbec be10w in 
inpllts would be unwieldy as prtMOUllly discuswd, I'tlld the 4Q wnnldion with FIG. S. The N<:Ummendmion includes \'CC~ 
pntctica1 .roa1ity tlmt the -elient'~ goals ;Ind' prloriMs will wtJJ.Uendedvalullllofeachgool,not bcttertban theide(!lY8!ue, 
chanp throughout their life anywl.l)' (cli(!ll.t~s are not e1a;i.r- and IlOt worse than the acceptable value.lnWlltm!!Ul rerom-
wyant) make such au effort a nrther usetes, expense of nuandatiouslJ.lUpref<nbly CillUCfl ofal!{letS which are ph-
energy aodlead to a false senseofpnrision t1w.1 isinadvisabl!:l sively invested (e.g. ~e cap, mid cap and small cap 8'kx.';ks, 
c;oosidft'iug the yast uncertaintiEl8 ~ffhe fu'hlr'lll, 45 foreign stoaks, TI'e8$Il1'y ~ or municipal or oorporate fixw 

The tinanclal tidvi!lOtwill deveklp ~ reool'l1tl\Ctldaoom> inco.rne soouritier, and cash cquivslcnts). 
using a computer having various backgrotmd iDfonnadon The client can revi(l'll{ the reCommendation, and proVide 
relatiog to the clioot &1Qn:d therein. Thm, th¢ client'li ba~. foodbl,tck or question tlm advisor about the recummeudatioUll 
gmund infunnatkIn will typk:aI1ybe stored mJl'lt\lllOlY or on :furtbeimpactofa.ltem;ativeall~tioru.,~Vfllllt'!tl 
some foC!Il of stol"3ge medium, anda program nmniug on the 50 between the ideal and acceptable goal~ ~e. This could be 
computer (or a co.nnootod compUtet via It nutwodt oonnoo.. needed due to thl!' oonooptuaJ nature of the ,discussion of 
non) 1IIo1U use the bi!ckgrOund information in~ with the reltltlve priorities. 'f'hIi:;;e 1ea1lO/l!i rm1.Y pr:.int out an errorirl-'tbc 
Jlllllket simulation techuiques to develnp the rec()mJllend$- data obtalnedas to !he identity of me goals, the ideal and/or 
tio'l]. The ro»J:il:mCl'ndation will lnclucW 1I current asget IlCiOOptable values of the Pi, and/or the relative values 
amOUllt, the time aJld amount of all contributions (Clln'I!Intly 5~ embodl«t in the goal mtltl"ilL After consultatilln., the ~r 
pJawJI1rl) t<) !he portfolio as!:lels, the time and amount of an can lIl1\l(.e 1.00 approprill.te c~, and thea repe~t the Sl,ep5 

withdrnwals (C).UTtlntly, pJIIlU'lIXi) ftom' the portfolio asllOOl, aoow of designing 11 roooromendatfun. l1w,rovi!iOO reeotn· 
and aUQ(;atlOll!l of assets among Me or more clUieS of pas~ MelUla:QOO is then provided to the cliClll, 
sivl:: invemnents, which ,Uoonious may be constant or may Using the relativega~~wejght:ing technique.; it ean often be 
cbartge at vnriollll titue!l. 00 fuund tba:t1$ relatively; glJlllll change in one goal (e . .I/r mca8-

The appropriate rect:iltllllerniation will bave $Ilffident but mgn:tiremenlagebyone)'eatwherectlent ilJ'leldtreicjob aiId 
n0t e:reessive cou.6dence of exccWing II w;:omnienQM result dO<l$Q.'t mind working an additional YCftr)' can be suffiei'eJ:ttto 
for Qlth goHJ. uot bettllt than the idenl walne and not wonre umke a $ignifiClUlt cbIwge in another BollI (e.g. buying beach 
than the Ilcceptable value. As previou&ly ij9tOO, Il cetommen· house 5 years earlier), In genet'$l, by )llCleI:lSing sayings druM 
datiOll with:better than the idooJ value of a goal iii constdered ~s ins: worlting years, delaying reliJcnrent, and reducing.,speud-
undesimbie, blldluse it would indicate that 1101\16 I!Ilhet gool lug dttring retirement. a.grealer likelihood ofEXCBEOING 
has been sacrifked.1lIHlecessarily or that 111<:: c1i('Dlt is·saerific- all of the client's idcnt:ificd goals li!rists, However, it is au 
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importantfetttutt:ofthepremmtinvcntionlhalthelldvisorand would p1w;c them. at o(OO;Cuive ccnfll1e:u::e (i,e, too ll'1ucll 
client l'OCQgnize that troch ~tep$ inVolve some certainty of sacrifke to thl:ir lifestyle), In this example, there are three 
sacrifice for the clieut, and that II recommendation that CIItegories: "u.!X:ertain··~,whero oonUdellC:(; l~ doomed 100 
a~ too bipJ"l (l(ltUiinty ofexc~allornwstof~n¢'s low to have roasonablo oomfol1 about one's ability to liveas 
goals IIlOJ.'e goals may not be daili'ab1e because it can undUly j currently pillllnedandre<.'OmttItlnded3lld the risk of undesired 
sacrifice l!'U.tl'Wt.ot future enjoymept of the only life thedieut material changes is tb6:refore too hlgb. and is tbll~ \lI1Il~-
has, able; "w;ritioo"'~wh¢te there is a GertaU:t1y of glvWg up 

Once: again, the impoltUlc¢ of investing 1n passiVe invest- cxoossive lime or current or future $pOOding lind ~ves one 
n:til1l1 alternatives is COIUIit:lItred kw to providing the client with p wry bigh likelihood (Le. !lO"A) of leaving an (l$W.te 

wl1h a recommendation that iu¢iudes an accurate estituatl:! of 10 larger than. p1.a.tuled at the price of otbtt goals lU'IdIot \l.I:UlCCw 

the =nfidcncc-Ievci being represented.A& PnWlo\lSly ~ essaf)' investment risk (vQlatiIity oftbe investment portfoli(); 
D rc&'0ll8b1e estimate of the confidence level ~ only be aud "~mforl""'-whkh provides an appropriate b.vl~ 
pIOVided when both reru;omilile capital JDaJ.tcet assumptions ~II the risk of too much UOOI.U'tainty and too much lif~ 
are used and passive i~ts are a!llll.lUled If the advice to' estyle IlaCrifice. A~ :mown in FIGS. 1 and 4, the "OOilJfurt" 
b'epimtidad w~tn be forhtvt:etmoot of one ormom QSllCt$ in 15 ra:tl£e rosidctl b1:l!.'Wee.ll75% and 9QI}b co.nfidruco. The rec;om-
I1IaIlI!ged funds. or in individual 'toties, individual pm=J.$ of numded YlIlues of S~s will be sollllJWbete within this "com-
real estate. or other ~ that .ve difIercnt1y than the forf' range. The acceptlJblc ~1ue$ of goab.w;mnally fall in 
capital markets that were woOOlod, then the ooufioolll.le beiJ.:l& the ~sacrifice" region.. while the ideal values of go.aJ.s )lUll> 

repl.'e5ellted to the elient will be flawed because the specific malty reside in the "uncertain" regloo. While this is nut nee-
uneertttiaIy introduced aulJl(It be ~cted wjth oertaiuty, zo cm.rilyalways the case, ideal and ameptablc se11l of goals 
wilS nl.lt iucluded. in the con1idt:ncc oalcu1atWn and therefo.re" that tall in ioQppropria~ Ilft'(\I offur another oPPOJ'IIlnlty, fur 
cannotbemodelt:dtoprodllceanYparUcularconMen¢elevel the advisor to coach the client about needing 10 be more 
that would l,Ie~. A recommendation of m~Ulllged realistic abom tlw;ir IlI;Xl'lPtable g01l11> (i.o. if the acceptable 
portfolios, ~ a degroo of unpredictability Jhat llt!Ikes faIls below the comfort mne) or to CQa(:h the client that they 
them 1@$lieI;imb1cforusewitbfuepresent JJWtbod hec!l.~uf 25 can h~ granderaspira,tioM (i.e.. iflhe ideal goals fan into the 
thi, ~y of their future behavior (we ¢tU1 m1sonably sacrifice mDe). AF. tlM.l. pphiC/ill diGplay lfu<1w's, thert is a 
estimate poten1ial market UIlcettainty but oot bow my one 1'Iillgtl: of potes:ltial outcomm and targeled potential pIll1fulio 
JnlllIC1rnan&ser may bdlave)~ the impottatu:e ofthe,coo- valJ,11l1; where if one'li goal!> remain IJl1Changed there js .00 

fidoocecakukttionblringantell.'«lIJ1i1bkHlmnmtein,1l!evalue reaoon to be oonoomed, i.e., romfurt. 'rhili ranj;e will of 
provided in this metho::l (an obvio~ contradiction mtilns if 30 coursevary fur the particular cliem. 
one is ~Sl.tf'ing md advimn,g to bIfve mfficient but not The "comfort" or "=nfi~e" values represrmt the resultll 
exccniw ct:lJilldcnoo btlt how ODe implOl'llCQ\:S it inUOOIli:t:S oflM hlstorical ~et anal}'!lis audf()f Monle Carta analysis 
an unknowable effed OD roofide.nce that isn'1 modeled). of the relevant capital markets based on the passlW iJwest· 

FIGS. 1 and 4 show an (l'tI;eIlkp.lar:y fOrm used tQ C!;UWey moot alI~ recommended by tIw financial advioor. In 
ittfotmation regarding :.he racottIl1l.e:Odatlon toll client. The ~ one dllbodit:nen1, 1000 'Inl!rlwtenvironmentll. both,good and 
:ne1Iwd ofprofil.ing 1he cljent', goals can be lltldmtood by blld, aresimulated bas<:donthorougbly analyZed atpita! mar-
cqmparing theresultiag reco:r:nmendation furtw() cl.ietlt$with ket /i!.SIIumpti~ designed in a manner to realistically model 
identical backgrootld infrumatioo and ideal and acceptable lhe naturIIl of the pPl@\tial nmge of capitalll:U'ldret outcomes. 
values of g.oals. but who have di£l'enm.t reJa1ive weighting!l of Tbe "comfort" or 'wlifidtnce" level .is the p~ of 
thosegums.lnthoe;wopleofFIG,Z,aIthougbnotshown,tbe 4(1 thoilO 1000 simulations in which the clie»t'jl goals are 
client has prioritized the roUQWing goals: (a) rotiromClUt 1:'lXCCedcd. 
incrnne, (b) minimum savings prior to retirement, (c) edw:8t- In oider to appropriately implemeDt alld manage the teC~ 
ins: their son through graduate ..choul, and (d) mllXimizing ornmendation created nslus tbemethoda$ described 80 m, it 
their tmvtl budget in retirement. The. resulting rocommertda- is important that ihe advisor and dieul periodically monitot 
lion moots their 'desired lew 1M of savinW', IlIlllll31 tnlVel 45 the (fJfect oftblil capital ~ results on the ~ being 
budget, and lIuppol1 of their son' 9 education, while other IlttIde oftbe f't'lC()J'J.'{temation in r.mlerto koop the diem: ratio-
goals are compromised much cloS('f ta the acceptable level nally confident !loout thcir financial f'utwe yet avoid undue 
but importantly are ZenemJ]y not cimlpkrtely' elinlirul1j.ld ~fu;e Ot capitalize 011 (Ipportunities to n:duce'mvtlstJ;nent 
unlestl the,valln!: to the client was ~y low.in con- risk.Aspartoithillt:OJ,uitoringstep, theadvirorandelieutcan 
text of other gmili;. 10 thtexampleoff'lG. 4, the recomml!ll- so make changes necessary to mainl.!lin It NOOnnnenda~ion 
dation refJecu gonls that, aI1hnugh not shown. aru IOignifl- within tlut ''comftm'' zone 1:hrouehOUl itl' li(e. Jms periodic 
caDlly ditfetetJt than the pM'i~ client. The highly valued .revi<w it; importtunbecuU~11 a1lowlltoo adyjsoratJd'cllimt to 
gQals of the client in FIG. 4 are: (a) early retireml:llt. and (b) efficiently react 10 make appropriate clumges to the =rn-
aminim.1llll value of anes~(!fIl, anes1ateof:lil,OOO,OOO meudittion whenacLUilI :n:.uu1ret~¢ is oilwjde oflbe 
(in this client's C~ their desire was to not spettd principle 5S perf'onnance needed to nmiutain confidence, and ltV(Iid sac-
and wan.ting to lWrintain the mal spending power of their riJice. It also allows the client and advimr 10 addre$s any 
portfolio). The 'grnds ate at:hicved here by (;(IJ.tlpmmi.!dng the changes to the client's goal' or ;rehuiwprioritiClO among gumll 
amount of savings prior to retiremeDt !Ill wdl as an increased ihath;rve oc:¢Illnld sio..:;e the previous review period. Thus, for 
investment risk. el!:ample, WMJ'l: actu'li market perf~e for the period 

FIGS. 1 :md .4 alsc place the recommeoded, ideal and 61), Wilit worse 1han required tq maintmn sufficient ronfidence, 
BCl:ep\;lble VIIIlles of goals op. a contitltlllnl of comfort am;e$S- the advisor can recommend II chang(! in allocation, an 
menl. This oombW:d puebge of the cIWnt', life long gol\l$ ine.r:c.ase incontribution amount, or a change in values and/Qr 
along with the temmmendtd investment strategy/alloolltion prioritimiun of goals in 0. to maintain the dioot within 
ropa$sivl.!:in.vestmel:ltsllndapproximatecumentportfotroval" the "comiort" :ltlne. Corresponding changes can be made 
llm! :ate eombined to cak:ulate those fulUJ.'e portfolio v1l11)1)8 ~5 where actual mar)u:t performance forlhe per\1ld W1\!I better a& 
noocsSru:)' 10 have 5uffi<;itml wllfidence (Le. ilVold too much Wt:1I offering the opportunity to inc:reu~e goals, obtain goJllll 
~) and those pOlcntW future portfolios values tlu.rt earlier, Qrreduce the portfolio ril!k. 
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The periodic review a~\l&1y will also capture in favor of C'K~ client gOttl8 (clientli em cbange their 
changes to the cliem's goals, orlheir ideallaceeptable valu¢!!; pis and prioritiee; at any titne and is obviolll'lly always benet' 
of ilip,w goals. This Pl'uv;.;ie:I Ii degree of flexibility to the In gel a better undcmllanding I,lfwhat bDw thl'!)' W0uld like \() 
l1lCQlll.lllIiIldntion that etorrdsp.ollM t(! 1he 11Ilt\u'nl chan~ in live their lifu), and positive changes 10' g<NIl ruoomruclidations 
the client's life and their financial and o1herpriorities. Thus, ~ aremorefioequent thart reductiilllll orde1ays ingoals, and that 
Where the client originally j.deJ;l;\lfled ''paying $OQ'$ educ:atio/l. P,Ositive improvemel)ts to =mmendatiollS (enhlmcing ree· 
expense;," a~ II high priority goal, this goal oonld be elimi· omme:ndcd ppllb:) ate; nQ more likdy to need IU be ruducq.d 
natW where, for IlJIlIIp.p1e. the sun receiVes it scholarship OT again laterthunanyNCOllllllemia.tlonpreviously mlJde{again, 
decide$ not to attend college. Llkewjse, if the client i6 the controlled by meII$uring ennfidenr.::e towanllhe distributioo. 
beneficiary of a large family artnte payout, the Pre-Retire~ 10 IlIil that faVotll odds tilted tow'al'd ~g the !C$Ults). 
ment Savinp -vallIe could 1;le changed acwr:dingly. Likewise, if there is a bias in the-capital market assump-

Additionally, even ifthec.:Hoot doesnol addor dcletegpalS, titm which eausea the mode1ing to be inaccurate, the pori-
~ will be requested 10 review their existing goal matriX t\) f()lio value twiew will tend to reveal such ru;s:umptirm. Fot 
i.rtool:ponrte any ch.anses to the relative prioritizatiOJlfl of their example, iftheassumptlollll"WeTe overlypessimistic, theport-
pls ~tlld ht. the nlatrix. 15 fb110 value might t:uud toward the uwer limit of tlx: oom!ort 

Once lillyJall changes have been idwtified..a caklllatioll z.o.ne. IC1hea!lSUDlptions weteoverly optimistic, tbep<:lrtfolio 
cau 00 made of ne«led portfQlio \l$lues necessary for the value rnight tend toward !he lower limit of the eomfurl :rotl(l. 

di<mt to ftllllllin in the "oomfurf' zone. ThCSfl' mwu QaIl be AppropriQhf changes to the Ilssumptions cun then be imple-
provided to !heuser in the furmof a graphical display sitniiar men1eel 
10 that diown inFIG. S, in which portfolio value is illdiQ!ltOO m Refurring 10 FIG. lB, the step of monitoring !he r;::nnwlt 

on the vertical axis and client age i& iudk.-aled on the hotJmn- 5tatml of the ~ and IlW1rin8 appropriate 
tal axis. Again, the "ctlalfutt" mnge isidentifiedin the I;enter, chantp is indicated at step 160, while the stql orreassessing 
with "sacrifu;!c" and "uncertain" above ru.td beiQW, mpec~ client pls ill iudictdoo at step 165, IlIld the 8I;Cp (If pn:pariog 
fively. new recomruetldations based 00 thl.we goals and the elient'~ 

It will be Ulldemooo., referring to FIG. 5, tb;:rt the range of 25 current SituatiOIl and ewluating tbemodcl used ill genemte 
portfo}iova!uesba\1edonthellf.ll.lel1aintyofpassiveporifulio such rero~on: ill indie1.\lld at $tep5 13!)-150. It is 
allocation natura1ly ~ 3$"!he ertd point Q{the plan, and noted that the timing of this periodic review is not critical, 
a cet1Bin dollar amount, is !!ppJ'UIIc1r.d. Thus, the middle though in a prefl:m:d embodimenf the review would OC(;ur /:It 
1'IIllgC in FIG. 5 xtpl'll$d;.\tJiI the portfolio '\t1l1u@ tbal woold leastquart.erly. When an altemtion ot,:eun;. in the clicrlt's goals 
produce 75% to 90% confidence at each yeat thrOlIgboutthe JIJ 0rtheU fclafutlt'Unpbrtance, asnoted in Muck17!, lbe finan-
cliep.t's)ife. Thil; ii in ,lDQ,trast to C'\lJTenl methods of prob_ cial adviSOr Xl11.lSt ohtBin the client's new l'all.ge ofideaJ. and 
ability based ftnaocJ;al advising, in which 1he.1'$IIgt: of risk -':e,Pab1e goals and./orlheir ndW relativeweigbting, as indi-
actually expands towUJd. the end point of the pian. &aledat step 180. The.financial a~t then prepares a new 

Ulling the~tIlelh!)d, t1w tinancial.advi$lll"andclient reconunendatiDll.forconsideration. incorporating fueclient's 
IIl1l able to ):nIlk.eperiodie adjustmonlll to the client's reconl~ ;)S C"I.4"UIIll goals atld relative perwivcd wbles., and develops a 
.n:umdation ju order to l'llsure it reo'IIUns within the "comfort" proposed .recommendation based on the Jll()('Iified goal infur-
moe. The 6nanclal IIdvioor will advise the cl.Wnt to review mon, u i.xtdico\ted at blpc;k 130.A rovilodrecommendation 
and clw1ge the portfolil) iflhe.va1ue approaches the edge of.; it presented to the client (lI1ep lSS), alot!i with a range of 
OJ faUI;> outside of, the oomfort ZO.tl.e. If the ~ lwve portfolio valuel3 within wbich the.climt woukl remain in the 
~ high retur:nII, such as those £rom an extmoo.li~ 4() oomIon woo and wuuld thCtefore notrequire ~lllOOt if 
narily IlDllsU1Il bull.l\ll\l'kel:, fur a time period IIOOT the begin- gorus and prioritie! have not changed. If tlm pWfortl:"lill:\!Ceof 
rung of the ~tion, the plan assets. or portfolio the m.arkets (and therefore also the passivdy invested portio-
1W$d!t, willlikcly exteOO. theupper llirlitfurlhat year (orothex' J.io(s) which cannot matcrlally undetparfunn the markUtJii I!l1d 
time period). thWl, the advisor O!\D reu:mu:neM a change to ~gthe coot ohuch passivei~tIl iucarporatod in 
the reoomtnetntmJon that wouidlJlQVc the plan from the "mlc- 4S the aual)'l\i~) is· within the approprialll: runge, and the ~1ient's 
rifice" zone back doWn mlp the "co.tnf:'0Jt," :amc:. Such goak have 1\Ot cllangt;xf, then the C1J1fIU1l rooonlJl1ll1ld.ation., 
'changes cowd, for example, include a reduction in Annual with cuzrentpaAAive .iJ:we!gunenls, is uSed,.!IS indicated by step 
Savi.ngI (FIGS. 2, 4).11 mhlctiQU inportfolio risk, ~iug 190. 
p1annedreli:rentent i.ntI.wme., etc. Aitemativcly, if1hc m.ar~ Providitl&. the client·with Ittl as~t similar to that of 
have.returns that produce portfolio valu~ less than the lower SO FIG. 5 is bJghJy advant.ageoU8 10 tbecJje!l1 beoauseit provide!! 
limit of the comfurt zone, the advisor would :roi:ollllllOlld a .cleat vlI.d easily undcmrtandable indication of progress 
similarciw.ngcUothepl&n(e.g.acbangero'goilsOl'wluesof toward the goals: they wish to pllill thcir life anrtmd, lind 
goals, increase inv~tm=1 risk or timing of goals) to pllq it clearly plac<lS that progress within the Context of the balance 
back, within the "cmnf!lrt" muu. As pmkruily mentioned, betwcc.nll!lduesacrifiCUmidexc:etsiv¢~typM'iously 
bow often such events occur is coDtmUed by the target con- SS .dr;:cussed. Using the present method, the client will oosily \xl 
Ildence r.!Irlge. If the ra!ljW were in the middle;. say a comfun Ilbletolell, basedonwhathash:tppellllllwllhtheperformwic;e 
range of 43-S'l%, lUIW)' tnad!:et cnviton:meJlts Wl>uldrequi:re of the portfolio, when a change in the NOOmrucndatlOU n 
idgniikant reductions to goals (nearly haU). Whcrea$ if !he required 10 lllIIilltal:n that bal:!1IK;e . 
. range is too small, st\y aP-IU%, while negative udjustJllCnhl Theprelle.l1tmethod sig.oifi.c<lntJydiffers fromconvcntirnm1 
would be less frequent, POlitive changes would occur wry ~o prior art methods in that prior art methods often attetnpt to 
frequently only with a frequent likelihood uf needing tl) be assess the risk based merely on l! clioot's stated willingness 10 
rodw,uJd onl"*-again .in the future. While the specl:tic valulm of cndutc losses m "!heir portfolio or st)IDC other I"tlathen:wtical 
75-90% an": not rigidly required (obviously these are depen- method.. Such a willingness to endure risk bean; little or no 
dent on how the capital market ilssUllljltioll$ m:e built as well) relatiOJl$hip to whether accepting such risk makes sense for 
the notion is that Il1.tI1'ket behavior driven ~ are nol ~5 wiUlt the client wisbes 10 a~hle\'e wher) ooll$idMug acc!!pt-
frequent and are wilikcly 10 be ... ery Il:Xtreme by memuring able oompromises to gowlIlbat would enable them to ~I 
confidencetowanl a tai\Qfthedi!!lnlmtilm with the·odd:! tilted k\ss invC$1nJ.ent risk. Also, using such a prior art risk aSS¢$$-
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men.t, the diMt ha~ 00 way of kooWing whetlu!r or when ycar.by~year basis (or other time period) rnay be pmvidI:d 
losses incurredas time pa35eti aTe sufficient to trigger arevi~ wifhili which 1be goals [If 1he ellenl can be reamoobly confi-
pC the trndilion.ai financial plan, dent 'i!f ell;cooding such gual$, yet avoiding \.Iltdl,lll !UlCrifioo or 

'l'heprcse.nt mcthod al00 differs from the prior art in that it exeeSlsivc compromise to the goals can be ca1cuIated, If the 
employs passive investments whose potential wide range of value of the portfolio faU~ t'tut!1idethis range, then the ,ecom~ 
future potential behavior CaD be rehwve1), accurately esti- mel:ldJItiop. ~bouki be reviewed. Simil¥rly, if background 
mated. This is in conlmst With typical fi.wwcilll planning infnunatiotl d.umgc!;. if goals are ~ or deJe1tId, or jfjdeal 
systems which adVtX:II\~ the use of actively 1l1anaged inVeSt· or acceptable values of goals change or the relative weight of 
ment alternatives, WID&' introduce II rl$k IhIlt the client'!! pis ehange, tMn the m::tlmmeudatlon should beJeVlcwed. 
portfolio ll1l{)' matcriuJI)' 1.tr1deI: perlbrm the auociated astllirt 10 The melhod of providing advice, including the steps of 
classes, and whose futu.te beb!.lVior can not be I:lI:CIltItldy obtllWngbackgroundiofonnatlontheclient,identil}'ingase\ 
estimated of client goals. identifYing ideal and accepwble VW\leIi for 

It mould be rt().ted th.lt the client sboukl be advised. that a each goal, BUd identifYing relative weighting of the various 
nlWISellSment (lfthererommendation is adviw:blewbenever II goals, and designing a recommtmWrt1on with results for 4'aCh 
goal is added/deleted. 1110 ideal ru' acceptable vallJlli of an 15 g<)al not better than lbe'idea1 value: and not WOl"ge than the 
existing goal has clmngoo,.OI' the mati've priorities of any of 3IXlqIbJh1e wJ.ue, may be IWPlied using a 'Variety of tech-
tbe elti~nggoals ball chanied (~tep 175). The SIlmeiltruefor niques of measuring the mnfidcm;e and OJ' likelihood mvad-
ci:ta.ngcs in bncltground infottnatiOIl, IlnCh itS where a cliMt aUll OuhXlJlK)S. In tluep.reJtmisl ~ ~tecb.nique of 
t«ciV($ II significant illheri1lllJCe, thereby increasing the usingaMonteCarlo basedmodel DfCilpibd lIlarkets,properly 
pnl/lllrtt portfolio lmlarn;e.. Previrnl~ty acceptable goals fOJ' 10 OOllsidmllg the nWkefsllIICerlaimy and bcl\aviorin random 
/IaVltIgl!may become l.1.Dattainable, such as ~ fA client time periods and spec-ifklIUly not ignoring, the risk of active 
loses ;I job aDd ill the.tefure fu{1,:ed to sa~ Ili:Iis or whm the -inws/ments potential risk Qf material underperfOlID.aJlCtl is 
clienl.J.'OI'icivetI It pmmotio.u that may .IJ1!lke additiOl'Wl ~vings a&'IwlWd and can OO'\l.$~,in thedewlopntl'lllt, undiD the future 
less qf;t hi!rd.eU and thereby enabling more, Of gmaw, or allSeSsmcnt of the oo:nJkIenoo of a recommendution,'!Mlll if 
sooner goals to be modified, or portfolio ri.Gk reduced. Adru- 25 thetecollllIUollldatioll is oot deve.loped and rev-iewOO uJUng the 
tionaily, aeceptable and ideal values (If goals fOlpotrt·reti.te- aooI-bawdm.efJloda set forthQbovtl'. 
ment speliding may cha:nge if a client i~ pmrtrnted ~ The pl'l:SW,t im'ention catl be embodied ill thu funn of 
becomrs ac~ed tu a ptOl"e expen5ive lifestyl~; II child methods. and appwatos for practi!,:iQg these me1hod&. The 
who wt\Il ~ed "'!\'quire substimtial college tuitionpa.y- ~t inven.tion CIID. also be embodied in the form of pro· 
menu may choose no, to go to college or may obtair.t II 30 gJmil. code embodied in tangible mediil, such as nom 4is-
$Cl1olMdUp, thereby eliminating a jJ(lId vf providmg far the ke\:te$, CD·ROMs, hard drives, or IlI:\Y other ~ 
nhild's education. Lih."Wl.se, it cl.icn1 may chaua:e jobs or .btu lItora~ medium, whetcin, when the program code is 
I,!IlnlIrnl and decidt: that an early ~ is of Jess -value to loaded into and ~ted by a maclU.oe, such as a COlJlpUbtr, 

then than other gook, the .r.o.adUne ~mei an lIp~ratm for practicing the inven-
II will be Utldcr$tdOO that the p:rocess of monitoring; the 3S tion. Thep~ invl:\tltiancan al8() be embodiedinthe foan 

status (If the teCOOlJIIClldaDon and the client's goals aJ;).d their of progmm code, for exmnpie, whether stored in a storage 
rtlative iruporlanl::e pxefC!3bly wiD continne, t:brougbout ~ rnedi:unI, Joodld i.tM Q:tliVor ~uted by II macbi~, or \r1IJl5w 
dimltiM (If the financial advi~ r¢lhtionship with the client. mi1:tad over some transmis~ion med.intn. stich as over eleetri-

l.1le J.lU,llhod of prOviding, Ildvice at(:QJ;ding tQthc io,vention tal wiring OJ" cabling, thrOugh fiber optiCJi;, or viII eJectromag-
(:1Itl be: generalized. In a gene:nilized form, II method of the 40 ne:tic I't\diation, whoA, when too progrnm code is loodoo. 
invention is tJSed to, provide it/vestment advice as wwl as into md executed by II 1llttChine. such lIS a compu1.cr, the 
advice aboUI the ~ clwices flbout lite goals given fit least macbine becomes-IIJlIIPPar;Jtus for practicing ~ inwmtiu~ 
IWU goals «('Inc being f,()Jl'lI'j targettxl end valuu Of lIItries of Whenirupleme.nted QUa geneta!11tHPOSCp.mcetl#O¥, theptl'i-
sptmding guals Or liabilities, aDd the o1:hcf' being the dt!sire- to gram code segmeIIt$ oombine with the procC6S(lt to provide a 
avoid unill'lC(!$SIIry invettnienl risk). In Ibis genenili2.ed 45 unique device that opemles analogously to ~fic logic cir~ 
tnethod, II diem mil)' be all individual, ~ralio~ or il1lIti~ euitll. 
tution. Baclcground infonnation n:tay include a ttmell1 port* While the inveruion has been described with refermee to 
folio vtUue, =:rent program expe.u;e$, .md CI.lmlt1t devefup. ~em.d embodiments, the invention llhould not be regarded 
meat experu!et. for CltN'IIple. 11w client is prowpt«! to aslimitedtopreflm't:demooditmmts,bitlklincludeVflri.ations 
ideDtify I:l spending OJ taxget .end goal, their tolerance for 50 within the spirit and 1lCOp!l of the lnvoo/ion. 
inwstm.en:t risk and thclr de-sl.ro to avoid itrvusttnent risk, and 11m1 WIDth 15 claimed: 
iden.tify b9th lde81 ::m.d Qcceptable Values for each, Th¢ goals 1. A method of fiwmci.allldvising. comprising: 
Wb)'vary depe.ndingoo the nature ofrhe cli¢nL For example. deteiririning by, a t:Omputer /Ill initial value of fI' client 
for 11 ehQritable iturtitution engaged in planning in.trnent of investment portfulio; 
an existing u-r uaYty donated sum, the goals may irlcll,lde.u obtliWngbytheoo.ll1putera listofclientinvestmMt goals, 
levels of invewne.nl ri1lk, a desired ann1)ll1 income for pro- the list including ideaIandM<Cqltable V'.ulle& fu:rmcb of 
gmm.s, un annual budgctfOldevelopment and fl'desired value 1he invt:$tnlMt go.al~, whea:oiu the ideal vtlroe of each 
ofa pOttfolio at.a certaiD date in the future. The €lienl is 1hen goat comprises the v;Uoo fur that ptn'ti¢ular goal that the 
promp,Wd to identify rellitive value$ ofsucll goola. A cbari- dientmost prefern 1(1 acb.lr:ve, and Ihe acceptable value 
table institution may weiWt II desire to engage in p.resent 6n ofescb Sonl C(J~ the value forthat patticulargoal 
spelldlng,a/talnst a OOsil'e 10 have,a large sum in tht: full)te fur that is less prefetllble td the client compared 10 the ideal 
a cttpital projOO1. A lu:um.moodatiOn :under tb.ia I.l)l;:thod vahle b;Jt 1:hiJ( iutilhccepmb1e '0 tlw elient, 
appropriate to the lllie:nt, the goals, the ideal and ~t.t obtaining by the COl'I',IplltQr II relative value emnpet:ison of' 
vruues of each goal, the relative wlues of all goals, lllay1hen investJ®nt goals- within the list of goals; 
be d¢veloped, At. with othur m:omme.ndalion.s, the J.nvm-. 6) simulating by thlH'OOlp\lter a plutality of medel inVf)Sl;Olent 
men\,!; mUll! be paS3lvo!, in order for thl: couJid.c»oo 1I$$eilSe portfolio allocahOO$ over II predetermined ilinu pIlriod 
mcnt:; to be directionally Becumte. A l'Il1lge of val\101l~ on a using II capital m.arket fIlOdeliog t(!fhniquc, \he simula· 
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tion acoount:iv.g lur irlve$tJ:uerds and expIimIlit:u.re$ 
planned to occur during the predetermined time period; 

determining by the !X'mpu~r a reoommendatiQA wmpris.
iug lU11nvestmcnt aUtK.:atlOli and a recommended value 
foreachinvestment goal, where the ~ended value 5 
for each goal is not beuer than the ideal value and no1 
wursethan theacceptablevalne, wherein therecommen~ 
WrtioD, is ~ using ·the relative value CI;}lIlpari
son, the ideal and 11COOpmbie values for each pl~,and 
the sirnuhloon of the plUl'3lily of pnrtfolio altocatiuns. 10 
wberein thereco~tionhas amoosUl'IIIdcoDfidence 
of~ooedingthererommendild v.Wic foreachgpal, and 
wherein the measu~ confidence is within a predefined 

,...c; "" rommunicnting the rooommcndatioo kJ the cl1e.nt 
t The method of claim 1, whetein the relative value CQm~ 

parisoJi composes' it ran.Idn's. of each '!!pal 

22 
detlll"Luillftd by Olkulaling iii percMUlge of It plundity of dif· 
f<:rent ~imuljjtiol1l> in which the rCCOm.l1U)Jideti value for each 
goalislolX~ 

13. '11m melhOO of'~1aim 12, further comprising; 
compw1ng by the cOmputer the calculated pen:eIlUliC of 

the pJmality of diffeRllt simulittions in whicb the m;
('mmMded value fot each gual is exceeded to a pl1!de
lermined c-omfort 7.onll Iu delennine it tlw calculated 
peicentage fbJl~ wi:thin. the comfort zone, 1be oomIort 
:rune represeming I! range of cunDrlen,ce tbUI is neither 
exces$ivenor inwfikieo.t 

14. Thunethodofclaim l, further cOmprisillg; 
periodically roonitrltll1g by the computetthCrtllXJllI.Il1ellda

lion to detemtine'wbether, based on II CUfi1'lIIt value of 
the cliCDt investment portfolio, theme:mntrod confidence 
is still within the predefined range; and 

re-perlOrming by the computer the ~imulating and det\tr
uiining stepS if the measured confidence is oot still 
within the predefillethllllge. 3. The method of claim 1, wheMn thepOrtfolio allooatioas 

include only pmiw imestments in om to ¥vuid the possi
bility thai the client i:uvesttnent portfoiio will motIUihUy 
undeJperform the ~pnunended portfolio asset allocation. 

20 Hi, A diMce fur finanejal advi!fing oompriring: 

4. The method of claim 1, wherein the market mO!icling 
tnctmique tx?rnprises It Monte carlo titlIIlysis of potential pet
fon:J.llUlCC. 

S, The l.'Ott1hodof'ehrim 4, whcrcin.1he Monte Catl<:1 ataly· 
sis uses randomlY--lieleetedbistoricalfinancllll madretrtSults. 

" 
Ii. The method of clllitn 1, wherein the ideal vlllllll of weh 

goali$ exprestwd either in tertnlJ of III ooo.ne&1 titne fur 8t:hiev~ 
ing the goal or a latgeSt do1l8r Vll1ue of the goal; JUld the 30 
a~ble value' of ea<:b goal is II $lUal1er dpllar wlue or a 
laterdllte tht achieving that gp.II1 cornpatcd to the ideal value, 
and that is still ~table ttllhe cllent. 

7. Th.emethodofclaint 1, whereio.theideslandaooeptable 
values for MPh goal corn:spond to at leas! ooe of II dollar 3j 
aoo.oWl,t and II time fbr ac;:bieving !he goal 

8, The mctb¢ofclaim 1, wherein the 5tqI ofdetermin.iDg 
II recommendation Uling the relative value oompariroo fur
ther comprises determ.ining by the computer wb~ one Dr 
.trion!l lOW valUQd goals can be achieved with modiflCUtions: ttl 4Q 

tht:'l valul:S (If other goals on the list. 
9. The mctb.pd of claim 1, wherein the step ofobtaining a 

re1a(ive value oomparison ft.u1h¢r OOOlprillOll developing 11 

matrix of the goals that represents the relative comparison \;If 
m\lelltrnmt goa.ls, and 1.be step of determining a n::cQllUJI.llI.l- 45 

duOOn ~ using the goo1 mllttiJl to develop the nx::om
mendation. 

10. ThemethodofclMro I, :furI:heramlprilliDg: 
periodicaUyrtl(Jnitori.l1g by the «>mputetthe recommenda

tion to determine ~, based on a I:UlI"eut value of ~o 
the cht in~nt pottfbllo, the I"CC()l'llt11OOdatkm mn 
has sufficient bIll" !lof dces:tlve Cb:nfiden¢e of exooediJl.g 
lherocommerukd set of goals Dr whether new advice is 
Deedod;and 

a procewmr oo:nfigured for dctettnining lJl\initi31 Wlne of II 
client investment portfolio; 

the proee,>sor ftu:tlier COJ;J.figtti"ed fur obtainiug II. list of 
diem investment goals, the lillt tlll::lud.i.J)g i/k$1 and 
aeeeptable valu~ fur each of the investment gools, 
wbcteitt the ideal value of each goal oompOlIl!$ the value 
fOr that partWt!lar goal that the client moot prefers to 
achieve, and theaccepfablewlueof eachgool comprisel! 
the value fot thatparlicuhtr ppal that is le$$ ptelimlble IU 
the client c»mporrid tn the idetll value bul !bat i~ sun 
fIOOep1able to the client; 

I"lte pweesmr furthet ctmfigurlid for ohtaining It re1atiile 
value comparisoa of investment goals withln the list of 
goals; 

the procesSl.It furt1uIor configured fur fiimulating D plumlity 
of model investment portfolio ,allocatiens over /I prede
tetmiood time period us.ing a C1Ip,iW Oladwl modelin{; 
techllique, the simulation accounting fur ~t~ 
;md expe.nllitures planned to ocew cluring the pn:deter+ 
minoo time period; 

tOO pmcesu f'wthtn configured for detcamlllmg 8rOO(1fll+ 

JD,Cl)dation eompriring an investmeilt allocation and a 
moornmended value fur ¢8()h in~t goal, where the 
recoI!lIllended 'Yl:Ilue fOl each gool is not better than the 
idll8l value and not worse than the ~U;ihle wlue, 
whc.rel.D the recommendBcloo. is deten:nincd :using tIm 
rehnive value.comparisoD, the ideal an.d IIcctptable val
OO'S" fur ~b gool, and the simullitfon rothe plurality of 
portfolio allocatiollll, whil.reirt the te¢ommendIltionhat II 
measured. confidence of exceediog the recoIllIl\Mded 
value for each gmU, and w~ the tOOflfffired ronfi· 
denctt is withia II pn>.dcfined range; and 

the pro~or further oonfigured for communicating the 
recommendation to the client. 

reperfonning the ,imut'<ll:ing, determining, and communi .. 
cating steps if the recommendation OOeR not pt:ovide 
llUfficienl mmfidl.ltJ.:e. or bas cxccwYe t;lnfide~, 

S5 16. The device of claim 15, whetcln the relative. value 

11. The method of claim 1, furtheroomprisWg: 
detCl:lllining by the tllmputerwhcthet the el«mt would like 

to add new goal~ et remove goals from the 11$1 of invest
Oleot goob, or make chan.ges It) the relative value emn
rm$Ofl.; and 

reperiotming, the ~ of simulating, detetmining, and. 
cQllUllunlcaliI)g if the client bas added or removed goals 
or made chlll:"l&OO 10 1M relative YIIloe comptlliBon. 

12. The method of ~'Iaim 1, whe.tein the m~ conti" 
d= of exceeding the l""""mTTlCTlded value fur each goal is 

oompilrilKln comprises If ranking ofeacll goal. 
17, 1'he device of claim IS, whetcin the portfbllo aUOOa· 

tiOIl'l include ooly-passive mvtlstments in order to,a'roid tl:al 
possibility that the client invesl.inell.t purtfolio wffi. materially 

G:fI underperfunn the l"IlCoJ1llUCnd:OO portfOlio &SIJetliliocation. 
Ut The device of dHim 15, wherein the mm:ket modeling 

wchnique oomprijl($ a Mollte Carlo i1M1yili of poteotial per_ 
fumutttce. 

19. Thedeviceofdaim 18, whereintheMonteCatloanaly+ 
6~ ~il! 1.1SC6 rnndomly"~le\1t;:d hi$b:lrical financial m.atk<:t J1lIi;uiu. 

20. Tbedev:i~l:lOf c1llim IS. wbercin theidea1 vahw.ofl:llch 
goal is expn:ssed ei1her in terms of 11 SOOnest time for IIclJiev-
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ing the p1 ot Ii !!lJICtt dollar value of the ggal; IU1d !he valueforthat pruticular goal that is lesspreflltUb1e lotbe 
acc:eptable value of each goal is a smaller .totlar v.d\le (lr 8: clit;nt c~ to the idea1-vaJue but thlJt is SliJI a~t~ 
later date £Or ac:hlaving thu.t goal (;ompared to the ideal value, able ~{) the client; 
and that is stiUl.ICCepIlible to the client. computet..usable ptQgnun oodc for obtaining a ro]lltive 

21. The dl:Vice of claim 1S, wherein the i~ and accept· vattle-comparison ofirtve;ltnrent goals withiu lhe list of 
ubi, vol.", fu, ""h go" co.,.".'" I'" I .. " 000 or, dol"" ..,.J, 
artloun1 and III lime fol'" aclrleving: the goot. oomputer4lSl)ble program (!()de fur simulating Ii plurality 

:lZ. ThlHlfNiCC of claim IS, wberein the processods ~ of model investIm:llt portfulio allocationS o ... era predt:~ 
oonbguraJ fur detcrmlning It l'CCon,m:t;III)datioo U$in,g the tel.a~ ~ time period using II cavitaI matket modelin:g 
tive value comparison by determinlt1g whethe:: one or more HI technique, the simulation -ICoowning wr ~ts 
low valued goals can be acltievoo witll modifu:ations to !;he and expendi1l.U'eS 1l11.\IllWd to occur during the predeter

tnined tUne period; 
values ()f other goals (In the lilt. CUIIlpIltw-U$.\\ble program code fur determining It R!(lom~ 

23. l1redevire of claim 15, wb~n the pr-ocess:oris further mend\Ition ~mpMlling fill investment .allocation and Ii 
eonfigurodfurdeve1opingainatrixof1begoaltlbatreptdllltl\$ 15 ~ ... aJueforeachinvestml'.:l1tgoal, whmetbe 
the relative comparison crl'itWe8tmentgoals., and whetcin the J'e"'X)mmeuriM value:fur each &QB1 WJJ01, better than the 
~ uses the goal matrix to ~Wp the recol1llJleDda.- ideal. value and not W(1Jre than the lIC«lp~ble value, 
tion. wbercin 'the t't!CPllll'lI.eJlI1tItion is de:tennined using the 

24. T1,ledeviceofclaim 15, whcrei.nilieprocessorisfurther relativ.: 'l-llIDe'corriparillOll; theidoa1 aod,m:ceptoble val· 
oonfijJlll'ed for periodically Ulliniioring the ~imdation 1Q ,l)e$ Ibt each goal, and the simulation of the pll,1mlity of 
10 dctenniue whethel;. based 00 II cu.rte'tlt value of the client portfoliu allodutions, wiletem the reeommettdatiMha$ II 
investment portfulio, the JI'I;Ornmendatlon still has sufficient melISW'ed confide11ee of exceeding 1he recommended 
but not excessive cnofidence of ~ the ~ val!Je for ~ goa~ Illld wherein lna .measured oonfi-
set of goals ocwheiher rtew advite u; needed; and deuce 1s witWn a pmdefinOOtaflge; and 

wherein !he- plWl,lSOOr is:fur1her configuIQ.I. for reperform- lS, co.mputeN~'>IIble program code forcommunica.ting theree_ 
ing the $im:ulatiog, ~g, ~ COlll1lllttlkatg ommendation to, the client 
steps iftherecom:mendationdoes notprovide sufficiet1t 30. The oompUter-teadable storage medium of claim 29, 
C-I),Qfj~, or hmI excessive crurlidenoe. wherein therel:atjve value cm:npariso.n compriaes a.raoklns of 

25. T1:telkMceofclaim 15, wherointheproeesmrisfurther each pI. 
CMftgured for determining whether the client woukllike to 10 11. The computer-rea.dable storage medium of claim 29, 
add new SOals or rewoYe' gllUls fttnn the lw. of inveJtment where$ tlmportfolio alh:qJ.tilW$ mcludeOJllypasBive inyest-
gools, or:make ctumgtlS to the re1a1iveviluec(unpuison; Nld ments inon1erro aVoid the-poGsibllity that the client invest· 

whercip. the processor is further configured for reperlom1.- ment portfullo will nurteriIilly underperl'onn the n!(;ot11, 
inS the I/iteplI of~inluhting. detennilting, aadcommuw- mended {I:I'Irtfolio!Sliset allocation. 
caI.1I'lg If the client has ml.ded (It temovedpl~ or trIlide.n 32, nw "ompu~'reodnbje lllorage.tllediu&U ,of chUm 29, 
changes to the rel~tive VQlue comparison. wherein'll» madret modeling tecl1llique oompriscs a Monte 

26. The (!;wj(;t! of claim 15, whetein the p¥OCIlIiSOriS further Carlo ~s of pot,ential perIl>/'m1IlIre. 
coofigured fur detctmining the measured eonfidtmoo of 33. The computeM'>eadable ttorage medium I)f claim 32, 
~ therer.:nmmended valoo for each goal by calculrrt- whllfe.in the Monte Cjrlo analYsi$ USffi nmoomJy-selected 
lUg a pen:entagC of a plurltlity of dift'ermt simulations in 40 hlfJtoricul fin.anciulll\aJkirt mult~, 
which the recrumnended value for each goal i~ exceeded. 34. The computet-readable IItomgc medium of claim 29, 

'C1'.l'hedevlceofcbim 26, wherciniliepropeSllOris further wherein tl;le idl:#l varoe of each gqal is eXpressed Mhet in 
configured for comparing the caktilatcd pin'centage of the te:tml of Ii soonest time for achiwillg the pI or a I.argOO 
plurality of di:lJeI'cnt simulations in which the recommended dollatvalue oftbe Sou, and the acceptable value of each goa1 
value (or each goal is ex~ to a preOOUumined comfort 4S is a small«doJ1ar valueora laterdltw. for I,IChieving tluU goal 
zone to dct<mt!.iIIC if the calculated pementage falls within the oompl1:t'ed to the ideal value, and that is lIt'illltCCeptable to tbe 
conifon zone, the cOmfort Zone representing a nmge of eon· client. 
fidcnce that iii neither e'KCessive nor insuifieient. 35. The t;('Il'I:)pu~-readable litorage medium of clai.tn 29, 

%8, Tbedevioo of cloim 15, wherein the ptt)oosso<rl$ further wbercin the idmJ and 8Ctq)table vallJOt. for each g<l8l COiTC-
c(lllfigured forperi(ldicaUy JOonilDring Ihf: ~endation 50 spond to at least true of a oollar 'HfOOuht Ilrtd II- time fur 
In determine whetbet-, basad on. current value of1he cUl&1l,t achieving the goal. 
investment portfolio. the measured o;»nfidenee is still within 36, The compotei'-readabJe storaga medium of cl$in119, 
fhe predefined ~; and wherein detImnin.io& II- reoommendation using the ~1ativ¢ 

wherein the processoris i\utber oonfitu.red itr re~~ value- COI"UJ'Iarison furtbetCOlllPrl:sesdct.nmining.wbether(lI)C 
ing the sImulating anddcWnnining steps if the WeQllttted Sj or more low valued goals can be achieved with modificatioM 
conJidlm~ is uot ~lilJ within the pnxIcfiood rao~. to the values of \lIher gools on the list. 

29. A oomputcr-rcmJable storage medium having com- 37. The comp~l'Ollodable IItonlge mcdiWll of claim 2\), 
{luter_readable program code for financial advising stored whetcin-obtafuing a relative value COmpariSOIl fUrtht:t com-
therein, the oomputel'-Nlldltble program code comp.riIiing: poses Jkveloping a matril!.- of the goals that represcnt$ the 

w;(l:Ip-utet-UIIllble pr(.gram CUI.k: fot determining an initial «I relative comparison of in.ye1;tme:n1 gollts, Wld wherein deter· 
w.UIle -of a client inVei;tment pllrtfulio; mining a recotmlJendatic)t1 CllmprlSes using the goalllUltriX 10 

oonlPuter~Ullablc program code l"orobtainiog 1I1i:u of client dev:eJo"p the rnrommwtl..-tioll. 
inYeSuntmt pb, !be lim itlduding idet!llltld acceptable 38, The oompt:;tur.readnble storage medium of claim 29, 
values for eilch (.f tb,e investment goals, wherein tb,e futfuer comprising: 
ideal value of each,goal COmpdRCi ibe value fur tbat 65 Cl}mputer-wlllbJ~ pn:ognun coda for pcriodiQl}ly monitor-
particular goal that the client most prefers to achieve, i:ng thel'Ullumnuwlatilln 10 detenuirte whetiter-, baood ou 
and the oocepta;ble value of CI:lcll gtlal compri&eIl the II e'lmmt value cf the cliell1 lnVClltmool portfolio, the 
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N(:cun:mendation still bas rlUfficieut but not excenive 
confidem;:e of exceeding the J'eOOlIun(:nded set of goals 
or whclhe:l:new advice is pecded:; and 

oompUi'er·usableprognun eode fur repertOnni.agthe ,imu
lating, detennioiug, andcomnumicatinE steps if$WlC- 5 
ow.m<:;ndtrtion does not provide lIIIffir::ient oonfideuce, or 
hal; ~tJe&lIi.ve C9l16denoo. 

39. The cmnputet-Mdable stumge .tnedium of claim 29, 
further oomprising: 

computer.usable progmm. code fur det.e:0:nin:i0.3 whether to 
the diem wQUld like to add"DeW' p1$ or remove goals 
:fhml the list ofiDVt'stnw.ut goals. Qril:l.akc chimgcs:to the 
relative value oompal'ison; tltld 

OO1l1puter"u~ble program code for repcrforming the step!> 
of Yinrulating, determining, and oommlUlleatiog if the 1$ 

diem has: added or removed goals or wade cllanges to 
the J1;llative value comparillml. 

40. The ~rettdnble storage medium of claim 29, 
whetein the measured oonfidence of cxccedinS the teCbm
mended value for each sua! is determined by calcolating a M 
p~e of a plUJ:U1ity of diffe:tent simulations. in whicll1ha 
reeommended wIlle fat .each goal is ~'. 

26 
41. The computm-nmdable stOrage medium of claim 40, 

further dmtpri$ing: 
computer-usable progmm code for GOmparing the CIllcu

lated peteellta$1l of!he piumlity ofdiffunml: simu1ation. 
.itt wbich the roclIm:tttended value far ca.cb goal is 
excoo1ed to a predetermined oomfort 7IJne to 00Umuine 
if the qUculated 1~:f(;(ll1mge :f.alliI within the oornfoJ1 
moe, Ihc comfort 1.Otle representing a range of confi
dence that i" neither ex~$ive norlomdlici<lllt 

42. The oomptrter-roadable storage mediwn Of claim 29, 
fU.rther romprisintc .. . . 

computeMl$able prog;rru.n code:tOr periodically mowtor
Hag \:W:I~n todetennirtewhethcr, ~Qtt 
a cm::rmt value of the client fuve:stment portfolio, the 
meastlt'«ioonfidence is stUl within theprodelinedritnge; 
ond 

compnter...usable program code for re-perfun:niJlg the 
tdnmlating and determiniug;teps ifthc~ronfi
-deoce is not still within the pnx.lcfinlld nli\ge. 
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