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be told what .. . the market is going to do. The demand being
there, it must be supplied.?? —seqjamin Graham

Have vou ever had a formal complaint filed aginst you?
Why did the last client who fired vou do sof

Finally, bear in mind that great Gnancial advisers often have
&= many clients as they can handle—and may be willing fo take
visu ob ol iF vou seem like & pood match, 5o they will ask you
somee ough questions as well, which might include: Why doyou
feel you need a Anancial adviser® What arc vour long-term
poals? Whal las besn vour greatest frustration in dealing with
other advisers® Do vou have a budget? Do vou live within voor
means® What percentsge of vour income or assots do vou spend
each vesr? Whan we look back a vear from now, what oill I need
to hivve accomplished in order for you to be heppy with your
priiress? How do vou handle condficts or disagrecment=? How
did your respond emotionally to the bear market that began in
20007 Whit are vour financial fears? Your financial hopes? What
rabes oo mebiaen on your lvestinents do you consider reasonshle?
(An adviser who dossn’l ask guestions like these is not a good fit,)

Alboes all, vou geould trust vour adviser enough to permit
him or her b probect you froam your waorst E'I'|E'I'.|'l}'—_'|'l:ll.ll'5-'.".|‘ “It
the adviser is 2 ling of dafense bhatvween you and vour worst im-
pulsivee Rendencies” zavs Onapcial-planoing analvst Robert
Veres, "then he or she should have systenss in place that will help
thi= two of you eontrol theme” Aveng thoss systems:

m A comprehensive financial plan thal cutlings how vou will

earn, sve, spend, borrow and iovest your money,

m A statement thal spells oul vouwr apgroach to nvesting:

m An asset-allocation plan that details osw moch momey vou

will leeep in different investment categories.,

Thezse are the building blocks sn which mood financial deci-

sioms st ke faended, aod they should be created
muteally mther than oposed unilalerally Yoo
should not invest & doflar oo make a decision untl you
are: smtisfiend that thess [owsdations are in place and
im aceordanee with your wishes

HOW TO PICK A MUTUAL FUND

Large funds, soundly managed, can produce
al best only slightly better than averege results
auer the years. If they are unsoundly managed,
they can produce spectacular, but largely illu-
gy, profits for a while, folloped ineviiabiy by
coleermitons (058 —Bendamidn Grofiem

Sua] funds offer investors asonvenient way to
diversity their stock and bond holdines. But il mal-
tors & great deal which fumds an investor selects.
host funds underperform the markets, overchargs
investors, create tax hesdiches and suffer erratic
swings in pertormance. What shoald the intelligent
investor do? First, recogniee that an index fund—
which omams all, or almast all, the sbocks in the mar-
kot, all the time-—aill beat most fmds gver e lang
. Its rack-bottom overheid —operting expenses
of about 0.2% annually and yeardy trading costs af
about 0.1%—pives the index fund an insurmountle
advantage. If stocks gonerte, say, a 7% annualized
returmn over the next 20 veurs, o low-cost index fund
like Vanmueard Total Stock Market will returmn just un-
der 5.7%. But the average stock fund with about 155
it cperating expenses and 2% in trading costs will be
hcky Lo gain 3.5% annually. Index funds have only one signifi-
canl flaw: they are boring. You'll never be able to go to s barbe
eue anck Brag about how you own the top-performing fund in the
country.

IF you deckde o put part of vour money info actively man
aged finds, here’s how Lo recognize the possible market beaters:

Their managers are the higgest owners. The contlict of in-
terest hebaeen whal’s best for the fund's managers and whats
hest for its mvestors 15 miligated when the managers arc among,
the biggest holders of e fund's shaves. At Longleaf Partners and
other firms Hke Dsds and FPA, the managers owm so much of
thie funds that they are likely e manage your money as if it were
their own = lowering the adds that teey will jack up fees, ot the
funds swell to gargantean size or whack you with a nasty tax
bill. A fund’s proxy statement and Statement of Additional
Information, both awailable fFrom e sec theough the Eocan
database at sec.zon, dischse whether e managers own at least
15% of the fund'’s shamess

They are cheap, Deciades of research have proved that funds
with higher fecs earn lower relums over lime. Win® High ve-
turmns are fomporary, whike high fees are parmanant

They dare to be differant. When Peler Lynch ran Fidelity
Miagellan, he boupht whatever seemed chssp to him at any par-
ticular moment—Treasury bonds, foreign slocks, strupgling
Chrvsler—regardless of what other fund managers owned. 5o
before vou buy & U5, stock fund, compare its haldings amainat
the roster of the 545 500 index; if they book like Tweedladee and
Tweedledum, shop for ansther fund.

They shut the door The best funds often close Lo new in-
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imlivitial sloeks, how shoold you go aboot leoking hee e
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