
March 2017 

A n a l y s i s ,  I n s i g h t s  a n d  a  d i f f e r e n t  p e r s p e c t i v e  

 The Model Wealth Program 

Principles—Not Predictions 

The Model Wealth Program is a managed, fee-based 

investment program available through Cornerstone 

Wealth Management.  The program offers a compre-

hensive strategy for clients who wish to have their in-

vestments professionally monitored, managed and re-

balanced as market conditions change. 

We believe that in a chaotic investment world often 

driven by short-term thinking, investors benefit from the 

practiced application of investment principles that have 

stood the test of time.  This is why we have developed 

sophisticated, long-term investment strategies that aim 

to manage and control risk as we help our clients pur-

sue their financial objectives.  

In this issue of Investment Insights, we describe the 

benefits of having your investments professionally man-

aged by the Model Wealth Program. 

  1 Yr 3 Yr 5 Yr 10 Yr 

U.S. Large Stocks 25.71 11.10 14.05 7.28 

U.S. Small Stocks 39.86 7.69 12.52 6.84 
U.S. Bonds 1.28 2.74 2.24 4.32 

Intl Markets Stocks 20.64 0.39 3.97 1.13 

Intl Emerging Mkts Stocks 30.88 2.17 0.34 2.53 

U.S. Inflation (CPI) 1.89 1.05 1.27 1.78 

Source: Morningstar. Annualized returns for periods ended Feb-
ruary 24, 2017. U.S. large stocks is the S&P 500 Index, U.S. 
small stocks is the Russell 2000 Index, U.S. Bonds is the Bar-
clays US Aggregate Bond Index, Intl Developed Markets is the 
MSCI All Country World Index Ex-US, International Emerging 
Markets is the MSCI Emerging Markets Index.  Returns include 
dividends and interest. Past performance is not an indication of 
future results.  All indices are unmanaged and may not be in-
vested into directly. The Indices mentioned in this report are 
unmanaged, may not be invested into directly and do not reflect 
expenses or fees.  

Key Points 

• The Model Wealth Program offers professionally-

managed investment portfolios for a broad range 

of investor preferences.   

• Our investment selection process focuses on a 

disciplined approach to research.  Our goal is to 

identify a small number of quality managers who 

offer the potential to outperform their peers and 

their respective benchmarks over a long period of 

time.   

• In our view, an investment portfolio should not be 

positioned at the maximum level of risk an investor 

can accept, but at the minimum risk level neces-

sary to pursue long-term investment goals.   

• Successful long-term investing requires discipline, 

patience, and the willingness to do your homework 

before you invest.  



 

  

Managing Risk 

In our view, an investment portfolio should not be posi-

tioned at the maximum level of risk an investor can ac-

cept, but at the minimum risk level necessary to pursue 

long-term investment goals.  While risk cannot be 

avoided, it can be managed and reduced by: 

Focusing on Quality – Research* shows higher quality, 

lower volatility portfolios can provide greater returns 

over time. *Source: GMO White Paper, June 2012 Prof-

its for the Long Run: Affirming the Case for Quality. 

Chuck Joyce and Kimball Mayer 

Diversifying Assets – While not a panacea against loss, 

diversification can help reduce risk by dampening wide 

price swings and minimizing an investor’s exposure to 

any one security.  Of course, there is no guarantee that 

a diversified portfolio will enhance overall returns or 

outperform a non-diversified portfolio.  Diversification 

does not protect against market risk. 

Monitored, Managed, Rebalanced – We also mitigate 

risk by monitoring the portfolios we manage and mak-

ing changes when necessary.  We rebalance the port-

folio when needed in an effort to maintain a steady 

level of risk consistent with your goals and objectives.  

 

Professional Investment Management 

The Model Wealth Program offers professionally-

managed investment portfolios for a broad range of 

investor preferences.  Our program offers a higher level 

of research and investment management including: 

Asset Allocation- With oversight provided by our Invest-

ment Policy Committee, your portfolio is appropriately 

divided among different types of investments to provide 

good balance and diversification. 

Investment Selection – Our goal is to identify a small 

number of quality managers who offer the potential to 

outperform their peers and their respective benchmarks 

over a long period of time. 

Ongoing Management, Rebalancing and Risk Control – 

Model Wealth Portfolios are actively managed, moni-

tored and rebalanced to maintain a risk level consistent 

with your long-term goals. 

Objectivity – Unlike many other advisory programs, we 

have no financial arrangements, such as revenue 

sharing, with the firms that are represented in your 

portfolio.  This gives us access to quality investment 

managers, not just those willing to pay to be on a buy 

list.  

Our Cost Advantage – The cost of our program is very 

competitive.  As with most fee-based programs, you 

pay fees based on the value of assets held. 

Focused on Meeting Client Needs 

Our Model Wealth Program offers theme-based invest-

ment portfolios for a broad range of investor prefer-

ences.  

Fee-Based Investment Management 

Fair, Transparent Fees – In our view, investors today 

do not want to be sold investments for a commission, 

but want their portfolio to be professionally managed 

with a simple annual fee that is straightforward, clear 

and transparent.   



 The External Management Selection Process 

Our research process begins with an initial proprietary 

screening process we call Manager Select. If a manag-

er passes our performance screens and looks promis-

ing on a quantitative basis, the next step is to interview 

representatives from the company. If after the initial 

interview we have built a strong confidence in the man-

ager’s investment process and discipline in executing 

that process, we will normally schedule a visit to their 

offices for on-site due diligence. If a manager makes it 

into one of our portfolios, we continue to monitor it 

closely, and we will continue to do so for as long as the 

manager remains part of our program.  

Characteristics of a Quality Manager 

When performing our due diligence, we are looking for 
those characteristics that we believe may help lead to 
strong performance over the long term. 

While most professional investment managers do not 

outperform the market in any given year, there are a 

small number who have outperformed their respective 

benchmarks over the long-term.(1) 

We believe identifying truly skilled managers is a highly 

labor intensive process which requires a great deal of 

skill, experience and judgement.  Our goal is to identify 

a small number of superior managers who offer the po-

tential to outperform their peers and their respective 

benchmarks over a long period of time. 

In our view, very few investors have the time, willing-

ness and resources to identify superior managers on 

their own. 

Creating portfolios of managers who have the potential 

to outperform their peers and their respective bench-

marks over a long period of time is the focus of the 

Model Wealth Program. 

Simply stated, we are looking for managers with a per-

ceived identifiable edge that we believe can be main-

tained over many market cycles.  

Our Role as Investment Fiduciaries 

Currently, there is a debate in our industry over wheth-

er or not financial advisors should be held to a fiduci-

ary standard.  In simple terms, a fiduciary is someone 

who is legally appointed and authorized to hold assets 

in trust for another person.  Fiduciaries are required to 

put their client’s needs before their own. As the law 

currently stands, many brokers, insurance salesman, 

and advisors operate under a “suitability standard”.  In 

other words, they are only required to offer invest-

ments that are suitable. According to the American 

Institute of CPAs(2), the following are requirements of 

a fiduciary: 

Know best practices, standards and laws 

Diversify assets to a specific risk/return profile 

Prepare an investment policy statement 

Control and account for investment expenses 

Monitor the activities of prudent experts 

Avoid conflicts of interest and prohibited transactions 

(1) “The Active Scorecard, Don’t Settle for Average”, American 

Funds, 2015 



Alan F. Skrainka, CFA 

Chief Investment Officer 

 

Important Disclosures: 

 
The information contained in this report is as of February 24, 

2017 and was taken from sources believed to be reliable.  It is 

intended only for personal use.   To obtain additional infor-

mation, contact Cornerstone Wealth Management.  This re-

port was prepared by Cornerstone Wealth Management. The 

opinions voiced in this material are for general information 

only and are not intended to provide specific advice or recom-

mendations for any individual.  To determine which investment

(s) may be appropriate for you, consult your financial advisor 

prior to investing.  Content in this report is for general infor-

mation only and not intended to provide specific advice or 

recommendations for any individual. 

Investing involves risk including the potential loss of principal.  

No strategy can assure success or protection against loss.  

Past performance is no guarantee of future results.  

Municipal bonds are subject to availability and change in 

price.  They are subject to market and interest rate risk if sold 

prior to maturity.  Bond values will decline as interest rates 

rise.  Municipal bond interest income may be subject to alter-

native minimum tax.  Municipal bonds are federally tax-free 

but other state and local taxes may apply.  

Alternative investments may not be suitable for all investors 

and should be considered as an investment for the risk capital 

portion of the investor’s portfolio.  The strategies employed in 

the management of alternative investments may be lower than 

if the advisor or money manager made decisions based solely 

on investment considerations. 

Please note that rebalancing investments may cause inves-

tors to incur transaction costs and, when rebalancing a non-

retirement account, taxable events will be created that may 

increase your tax liability.  

Advisory fees are in addition to the internal expenses charged 

by an investment company, and if you hold such a security, 

these should be included when evaluating the costs of a fee 

based account.  Clients should periodically re-evaluate wheth-

er a fee based account continues to be appropriate for their 

needs compared to other alternatives.  

Investment advice offered through Cornerstone Wealth Man-

agement, a registered investment advisor and separate entity 

from LPL Financial.  

Securities offered through LPL Financial, Member 
FINRA/SIPC. 

www.mycwmusa.com     

Registered Investment Advisors who charge a fee for 

service are, in the eyes of the law, acting under a fidu-

ciary standard.  We strongly support this idea and be-

lieve this higher standard should apply to everyone of-

fering financial services to the public. 

Successful long-term investing  

Successful long-term investing requires discipline, pa-

tience, and the willingness to do your homework before 

you invest.  Having discipline means staying the course 

and sticking to your financial plan, especially when 

short-term events create large declines in the stock or 

bond markets.  Discipline requires an understanding 

that short-term stock market declines are inevitable and 

a normal part of the investing process. 

By staying focused and disciplined, it is our hope that 

we will deliver on our commitment of helping investors 

achieve their long-term investment goals.  To learn 

more about our Model Wealth Program, contact your 

Cornerstone Wealth Management representative. 

(2) Source: American Institute of CPAs, Reish, Luftman, 

Reicher & Cohen, fi360, Tillinghast-Towers Perrin 2003 Fidu-

ciary Liability Survey Report 


