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Jeff Watson, left, says having a good financisl consultant helps him feel secure. With his nest egg safe, the former dentist can indulge his love of playing gultar in
in ara

his letlumm!. Here, Watson and Eric Ch

Keeping investments in tune

Advisers take conservative approach with
client portfolios amid market discord
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Retired dentist JelT Watson sleeps well at
night, thanks to his financial consultant,
Ralph Hicks.

Since Watson retired in 1999, Hicks has
advised him to invest in insurance-backed
financial instruments that earn less than
typical stocks during bull markets, but pro-

tect holdings in a downturn,

Thanks to that advice, Watson says he
and his late wife avolded losses in the stock
market slump of 2000-2002, and during
last year's melidown.

“Wedidn't want to be at the mercy of the
ups and downs,” Watson says. “Maybe we
haven't gained anything during the hard
times, but we didn’t lose like many others,

and we're very thankful for that. While
other people’s mental health ts suffering.
we've had no horror stories, and we can
sleep at night.” (For more on Hicks' advice
for Watson, see box, page 13)

Given the massive losses thet retirees,
and those nearing retirement age. have
suffered in the recession, many financial
planners are emphasizing safety instead
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to a YouTube video after hours in Chambers' eyeglass repair shop.

of risk with clients, even i it means lower
returns when markets are strong. And
advisers who still favor traditlonal stocks
and bonds have adopted
a much more cattious
market approach. They
carefully monitor ups and
downs and make frequent
changes to protect invest-
ments.
Albugquerque-based
Ralph Hicks LLC, which
has more than $50 mil-
lion undtr management. ﬁoppod In\m
ing in stocks and bond: the
2000-2002 downturn, says Hicks, a certi-
fied senior adviser who works with people
55 and older. The average investment of
his clients ks about $50,000, but he works
with investments as small as $5,000.
In the 2000 crash, the Standard & Poor's
500 index fell 47 percent in value, Hicks
SEE NEXT PABE
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says. It fell even more in
the current recession.

I quit doing variables
[stocks and bonds] five
years ago because I'm
tired of seeing elderly
retired people losing 50
or 60 percent of their
assets,” Hicks

He now favors equity-
indexed fixed annuities,
which tie interest to
upward movement in
the stock market. In a
downturn, the annui-
ties pay nothing, but all
principal and interest
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Retired dentist Jeff Watson, shown playing guitar, in-

paid to that pcl.nl re-  vests in ways that protect income in a market downturn.

mains gl

Those types of invest-
ments are capidly gaining popularity. Sales
of fixed-intercst annuities totaled $127
billion in the past five years, up from $43
billion in the previous five-year period, ac-
cording to the Wharton Financial Institu-
tions Center.

“In a downturn, my clients keep all prin-
cipal and interest earned up to then, so
they stay even,” Hicks says.

Capital preservation is key

Albuguerque-based Retirement & Legn-
¢y Solutions, which manages about $150
million in assets, restructured many of its
client portfolios to add new protections
since last year, says owner and Partner
Robert Balow. His firm's target clients have
$100,000 or more to invest.

The firm now relies heavily on exchange-
traded funds. They are diversified like mu-
tual funds, but they cost less and earn less,
and can be rapidly traded like stocks.

“"Mutual funds have always been a prob-
lemn, because they only trade once per day
in the late afternoon,” Balow says, “ETFs
trade immediately. We follow the invest-
ments closely, and are always ready to
rr;tm: them to protect against market vola-
tility.”

ETFs are also rapidly gaining popularity.
Sales grew from less than $100 billion in
2000 to more than 3600 billion in 2007,
according to statistics compiled by iShares,

Many firms still buy stocks and bonds for
client portfolios, but they emphasize new
strdlqucs o lncrvmsc mnrniny,s_

Finan-
d(lt lm starltd investing In foreign stocks
and bonds for the first time in May be-
cause dollar-denominated assets have lost
s0 much value, says Director of Research
Daniel Yu.

MarketSpace. which manages about
%215 l'l'li‘ﬂiﬂlll ]-l'.l assels, scrv;:f high-net-

an

New Jersey-based American Prosperity
Group. which opened a franchise in Santa
Fe this year, is marketing a copyrighted
plan to protect individual investors. It in-
cludes a variety of insurance-backed in-
vestments, steps to reduce taxes and tax
linbilities, insurance policies for health care
and long-term care, and death and estate
planning to safeguard in-
heritances.

The company has 14
franchises in seven states
with more than $100
million under manage-
ment. It plans 1o open
1,000 franchises nation-
wide over the next decade,
including more In New
Mexico, says CED and founder Mark Char-
net. The firm will work with people willing
to invest as little as $50 per month.

‘Our plan is based not just on what to
do about the recession, but how to prepare
for the next round of bad news,” Charnet

. “We protect clients in the long term.
That's our claim to fame.”
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Dentist’s portfolio
received a checkup

Before dentist Jell Watson retired in
1999, he set up a retirement plan for
himsell and employees at his practice
in Belen.

But Watson says investment strate-
gies were “unwieldy,” his bank-based
certificates of deposit became too dif-
ficult to manage and he faced high tax
ﬁdblllllﬁ-

worth
with a $250,000 investment minimuom.
“We're  emphasizing
with clients to come in
for portfolio reviews,” Yu
says. "Financial planning
is a living document that
will change with time, so
clients need to keep track
and check back in regu-
larly” (For a glimpse at
how MarketSpace advised
client Steve Mazer, see sidebar. at right top)
Some firms are drawing up entire strate-
gies around risk reduction.

| planner Ralph Hicks
stepped in.

Hicks put more of Watson's tax-
able earnings into lax-sheltered CDs
and stocks to simplify management
and reduce liability. He also protected
‘Watson's investments with insurance-
backed holdings that provide modest
returns but protect principal and in-
terest already earned,

That gives Watson peace of mind de-

spite the recession.

“I'm not crying the blues like oth-
ers,” he says. - KR.A




