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BE INFORMED – INDUSTRY INSIGHT
When an advisor enters the financial industry, they normally come in through a commission-based system. 
Sales commissions are needed for a new advisor to create an adequate cash flow to survive in the business. 
When the advisor’s client base grows to a reasonable level, the required commission need begins to fade, and 
a fee-based model and financial planning emerge as the clients preferred way of doing business.

When this approach is utilized, the commission “load” or cost (typically 5.75%), is not deducted from the 
invested principal. Rather, relationship and long-term planning are emphasized, as opposed to short-term 
commission-based transactions. With fee-based planning, as your investment grows the advisor’s income grows 
also; therefore, they have a vested interest in your success. Experienced Precision Wealth Advisors, primarily 
use this approach with our clientele.

Mutual Funds have been a great starting place for millions of Americans, yet some advisors discover that there 
are higher internal costs in a mutual fund than just the published expense ratio. There are bid-ask spreads, trading 
costs, and sometimes embedded capital gains, that can add up and reduce your investment returns. Exchange 
Traded Funds (ETFs) are an alternative product to consider, and many advisors who are cost conscience, select 
them as a product for their clientele. However, typically this type of portfolio is constructed and invested, and 
passively left to “ride the market”, through all market ups and downs. At Precision Wealth Advisors we believe 
this strategy has unwanted shortcomings, though the low cost ETF’s are preferred.

Some 3rd party Money Managers actively manage ETF investments for their advisors. However, your cost 
increases and often 1% or more is paid to these distant 3rd party managers. Separately Managed Accounts 
(SMAs) can be a good option, but these managed accounts usually have very high minimums, often over one 
million dollars or more. They also may take you out of the market when you should be in, and have you in the 
market when you should be out. This was a real problem for investors in the last two bear markets and could be 
again.

So where do you go from here? Where can you find low cost investments, with low or no trading costs, and yet 
have an account that is effectively monitored, actively traded when needed, yet without the costly price tag? 
Welcome to a new era of investing or The Precision Smart Portfolio Solution! In this brochure you will find our 
portfolio’s are designed to capture gains when markets are rising, yet minimize downside market risk. These 
primary core benefits, in addition to low cost, with sophisticated mathematical algorithms are in place at all 
times, working for you! 

* “Is Morningstar’s Star System An Effective Ranking Tool?” https://www.investopedia.COM/ARTTCLES/
INVESTING/013016/ARE-MORNINGSTARS-BEST-MUTUAL-FUNDS-REALLY-BEST-MORN.ASP



THE IMPORTANCE OF 
COMPOUND ANNUAL 
GROWTH RATE
 
Our investment approach is based on long-term 
investment decisions, not chasing short-term returns. 
The reason for this is simple - focusing on consistent 

compound annual returns drives more wealth over 
time.

Below you will notice a 1% difference in returns, yet a 
higher value comes from the portfolio with the lower 
8% return. The reason? In year 3, Portfolio A takes a 
much larger loss than Portfolio B. In Year 4 Portfolio 
B earns a higher-dollar return ($8,400) despite having 
a lower 8% rate of return, benefiting from a higher 
Compound Annual Growth Return (CAGR) despite a 
lower rate of return. 
 
What’s important to note is how Portfolio B continues 
to outperform Portfolio A, despite a lower simple rate 
of return through this 10-year chart.  Eventually Portfolio 
A will catch up to Portfolio B if it can maintain that 1% 
outperformance (9% vs 8%), but it will take 41 straight 
years to do so. The compounding power of time 
and interest is what we have designed our portfolio 
strategies to accomplish. Our downside risk mitigation 
strategies are designed to increase your CAGR over 
time. It is the large loss in year 3 that you want to avoid 
– our portfolios are design for this purpose.

GROWTH OF TWO HYPOTHETICAL PORTFOLIOS AND THE EFFECT OF COMPOUNDING

Year 1 Year 2 Year 3 Year 4

Start with $100,000

A
Make 9% Make 9% Lose 40 % Make 9%

9% = $6,400
$109,000 $118,800 $71,300 $77,700

B
Make 8% Make 8% Lose 10 % Make 8%

8% = $8,400
$108,000 $116,600 $105,000 $113,400

DISCLOSURE:

$71,300* (9%) = 6,400
$105,000* (8%) = 8,400

31% or more = (8,400 - 6,400) / 6,400

Portfolio B underperformed Portfolio A by 1% in Year 4, however...

...IT PRODUCED A 31% GREATER DOLLAR VALUE

COMPOUNDING OVER 10 YEARS
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B 8% 41
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This illustration is hypothetical 
and is not meant to represent any 
specific investment or to imply any 

guaranteed rate of return. Client 
experiences may vary.
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HOW OUR INVESTMENT 
STRATEGIES WORK FOR 
YOU
 
Imagine – being offered an investment eco-system that 
is designed to capture greater upside when markets 
are rising, yet minimize downside risk when markets 
get rough, without the use of costly derivatives or 
options. These commonly used management tools 
often cause a portfolio’s return to lag well behind the 
market. Imagine for your sake - the financial markets 
being monitored, for big economic and or current 
market changes that provide your PWA investment 
team, the timely signals to reduce risk or increase 
equity exposure.  

When current markets, big economic data, or 
geopolitical issues create negative volatility, we reduce 

portfolio risk by changing the weightings of both 
stocks and bonds, actively trading your account. We 
can and will go to all cash or short-term treasuries if 
the current market or big economic data upset is large 
enough to warrant the move. This protective strategy 
is simply absent with passive investing, nor can it be 
done with mutual fund managers, by prospectus. Yet 
this is exactly what is needed when a financial crisis 
like 2008 takes place. *The DALBAR QAIB: Emotions 
Can Drive Poor Investing Results – 2018.

Your Precision Wealth Advisor takes advantage of 
sophisticated, yet low cost investment strategies, 
that characteristically are utilized with high net worth 
individuals or institutions. Cutting edge mathematical 
algorithms provide PWA precise trading signals, when 
changes in your portfolio are needed. We remove 
emotional hunches or guessing when trading - emotion 
that even professional fund managers may succumb to 
in rough markets.

THE IMPORTANCE 
OF PROFESSIONAL 
INVESTMENT ADVICE
 
Your financial future is crucial - you simply can’t afford 
to get it wrong! Therefore, professional investment 
advice is essential. The investment world is complex, 
offering a wide range of financial products, cost 
structures and asset classifications which are difficult 
to manage alone. Additionally, investor returns are 
often less than half the gain of the stock market and 
this mishap typically occurs from emotional investor 
behavior*. Most people simply struggle to navigate 

financial markets without professional guidance. 
Investors may own large amounts of individual stocks 
or sometimes company stock that unnecessarily 
increases investor risk. If mutual funds are purchased, 
which funds should be held, for how long and at what 
percentage of the total portfolio?

Professional advice is needed to help investors pursue 
and secure a more cost efficient investment plan with 
less risk. Don’t be fooled! Everyone needs competitive, 
compound annual returns – but the needed returns are 
not necessarily achieved with a 5 Star Mutual fund, 
through passive investing, or even through a well-
known fund company. Our professional advice helps 
you navigate these complex choices and our assistance 
doesn’t end with portfolio management and the growth 
of assets. Our professional advice carries over into the 
retirement income and legacy planning phase, when 
that time comes.

Did you know - most casualties occur when coming 
down Mount Everest, not when ascending the 
summit. Applying this analogy, we provide guidance 
as you ascend your “financial mountain” and continue 
that advice as you initiate your “financial descent” in 
retirement. Your Precision Wealth Advisor will be there 
to guide you as your personal “Financial Sherpa”, in 
each and every stage of your financial journey.
The *DALBAR QAIB: Emotions Can Drive Poor 
Investment Results – 2018

____________________________________________________________________________



Precision

In-House Trading and Management
Precision Smart Portfolios are actively traded by our 
local Branch Office of Supervisory Jurisdiction. You can 
visit the office at any time, ask questions and we will 
provide satisfying answers. Our local reputation is on 
the line and we don’t make changes based on emotion, 
but on solutions that look closely at big economic and 
market data as triggers to alter the investment mix.

Reducing Trading Costs
Over-trading or “turnover” is a common practice in our 
industry, which can create significant internal costs. 
Conversely, we reduce trading, which reduces costs 
that are ultimately subtracted, often unnoticed, from 
the investors total return.

Minimizing Downside Capture
When the underlying indices were back tested using 
the current mathematical and technical algorithms, the 
downside of the financial crisis was almost completely 
avoided. Out of the market entirely by December 1, 
2007 and back in at the end of May 2009. While the 
past does not guarantee the future results, we believe 
this strategy is the future for a better investment 
experience.

Increasing Upside Market Capture
We solve the “portfolio drag” problem by employing 
no-cost mathematical algorithms that provide trade 
signals when big economic or market data change for 
the worse. Yet trades take place only when significant, 
longer-term market changes occur to avoid the 
“whipsawing” of our portfolios. This allows Precision 
Smart Portfolios to capture the upside, unhindered in 
rising healthy markets.

Eliminating Costly Portfolio Drag
Expensive derivatives, options, and inverse funds are 
often purchased to mitigate risk to the downside in 
many investment portfolios today. While this strategy 
can work to some degree, it also creates a “cost drag” 
on portfolio returns. We often hear the question “why 
is my portfolio lagging so far behind the market?” 
These expenses are often the cause.

Global Diversification
Today approximately 50% of the world’s gross 
domestic product is generated outside the US. 
therefore international and emerging markets need 
to be captured and used in every portfolio. Lower risk 
profiles will have lower percentages in these market 
areas.

We Are Also Invested
Precision Wealth Advisors have their own money 
invested in the exact same place, with the exact same 
portfolios, for the exact same reasons: lower overall 
costs, excellent potential upside market capture, 
while minimizing downside capture. We also rely on 
removing emotional trading and the constant guessing 
of how the market might behave.

When you invest in Precision Smart 
Portfolios all assets are held at the 

reputable Charles Schwab



WHAT WE BELIEVE...

The Morningstar RatingTM for funds, or “star rating”, is calculated for managed products (including for mutual funds, variable annuity and 
variable life sub-accounts, exchange-traded funds, closed-end funds, and separate accounts) with at least a three-year history. Exchange-
traded funds and open-ended mutual funds are considered a single population for comparative purposes. The models discussed herein 
are not designed based on the individual needs of any one specific client or investor, and is not designed on the specific financial 
circumstances of the client. Prior to opening an account using the advertised model, your financial advisor will consult with you to 
determine if your financial objectives are appropriate for investing in the model. You are also provided the opportunity to place reasonable 
restrictions on the securities held in your account. Short-term market fluctuations do occur and are normal with ETFs and all market-related 
investments. Mathematical algorithms are not perfect and may fail in certain market conditions. Precision Wealth “Smart Portfolios” use 
mathematical and technical algorithms to help in the model construction and trading process. Investments can go to 100% cash if or 
when volatile market conditions and the algorithms so indicate. The information contained herein is developed from sources believed to 
be reliable and is provided for informational purposes only. Advisory services are offered through Precision Wealth Advisors, LLC ( “PWA”). 
This is not an offer to sell securities or provide investment advice which may be done only after a client suitability review is conducted and 
appropriate disclosures are made. Certain investment strategies may carry higher degrees of risk and have a level of complexity which 
may not be suitable for all investors. Before investing you should identify with the assistance of your financial adviser your specific goals, 
risk tolerance, and investment time horizon. PWA does not provide tax or legal advice. Diversification does not ensure a profit or protect 
against loss in declining markets. All investments carry with them a degree of risk to include a total loss of principle. Past performance 
is not a guarantee of future results. Securities offered through Registered Representatives of Cambridge Investment Research, Inc., a 
broker-dealer, member FINRA/SIPC. Advisory services offered through Cambridge Investment Research Advisors, Inc., a Registered 
Investment Advisor. PWA and Cambridge are not affiliated. Investors should carefully consider the investment objectives, risks, fees, 
and expenses before investing. For this and other important information please obtain the investment company fund prospectus and 
disclosure documents from your advisor. Read this information carefully before investing. Brochure and Insert approved by Cambridge 
12/12/2018.

Precision Wealth Advisors, LLC
5350 Tomah Drive

Suite 3800
Colorado Springs, CO 80918

855-219-7122
www.precisionwealthadvisors.com

We believe 
in the Golden 

Rule - Everyone 
associated with

Precision 
Wealth Advisors 

is treated as 
we like to be 

treated.

We believe in 

family - All who 

are associated 

with Precision 

Wealth Advisors 

are a part of an 

extended, caring 

family.

We believe 
in trusted 

relationships.
Honesty, 

integrity, and 
kindness 
are to be 

demonstrated 
at all times.

We believe 
in client-first 
solutions - As 

a team of 
professionals 

we reject 
costly, outdated 

products and 
strategies of 

the past.

We believe in 
making our 

clients “raving 
fans” of our 

team - We go 
the extra mile 
to say YES to 
client service 

requests.


