IMPACT Awards

the hesy firms in our indusery, Ar sy year's

IMPACT
highlaght, this year's awards, preseneed by Chailes
Galdman, EVT of Schwab Instirurional o honor inde-
pencent firmes, were na excepeion,

_Iud:l.;l.'.'- l-jillili '.}. I.l-l.'l'lll:ll'll I"".-l'l'll.'r L-.‘l."'ll.lli'rl.'
wice presadent and chasl serepy alficer for The
Charles Schwab Corponation; Edyehe "Dede”
MeClatchy Pahl, executive director of the

rr e nmnial IMPACT Awards showcase some of

i“’ulrd! were @ conlerence

Investmient .'\'rull1|1!.',,'|.'ll1i'rll Comnsultants
Association (IMOCA) David G. Timovarch, exec-
utive direcror and eseouerve vice prosident of the
Investment Advisor Association (IAAY and
Marvin W Tile, Je, CAE, execwive direcror
and CEC) of the Financial Manning Assocmaion
{FPA) had thetr work cut our foe them as they
reviewed enmries. So many firms demsonseraned
the “spirin of independents” in foseering, power-
ful client relationships, illustracing bese
praciees i humon cipial massemes, gnng
back mn the conmuniry and moding biisiness
challenges head on.

Wow thas year wis the 207 Pacosener Awand
presered 1 an up-and-coming firm sicoessful-
by pairing sccelermed growah with best practices o
a winmng formole This years recipient, Abacus
TManning Groug of Columbia, 50 & a firm with a
unique thumbpring of four Fs fas, focused, flexible
and fun, Cheryl Haolland, presidens, accepred the
Pacoseticr Awand on behall of ber i

Charbes Schwab & oo will donare $10,000 1w
Bren Mawr Elnlhw' (Brvn Mawr, PA) on behalf of

.J'-tl'll|||I|.| G--I'.I--I.d' '?l"H':.II'II
B:00 - 300 am.

Mandalay Bay FH

Featured speskers 8 the moming general ses-
sion will be'Vianessa Berlowitz and Mark Linfield,
oo-praducars of Planet Earth. Attandess will ba
fescinated with thelr starias rom the years
spant filming some of tha most captivating and
phanomnnal sights aver captured on film,

Charles Goldenan wnd

Abscus Planning Canoup,
I'he Best-in-Tech Award wenr v Friedman &
l'"l.'lmh.'lilt'ﬁ Hr. M'l—l'll'l. ‘.._',L I::H' ||'h.'|r -L‘:h'r-lllh.'- btlh.'ln oan
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their cliens. The firm makes use of cuming-edpe
eechalogy such s Web conferencing m connect with

cliens and has eliminaeed quanerly epoming in Bnvor
of anbne monzhly repors avalable m cliens via the Weh
To meet thar own needs bor servicing clents,
Friedman & Assocaes developed Junsure, a client
relanonship management sobware program. Berween
1998 and 2004, Fridnan & Assocaies dowblad the
number of diones it served and mpled assers under
IR EEmenL withour AHiIIF sdminisrative scaff,

|‘.'|._:-_..|I-| General Session

1:00 a.m. = 12:30 p.m.

Mandalay Bay FH

Krowm worldwide primarly as U2'% lead singes,
in mcent yaars Bono has been dedicated 10
fighting AIDS, powverty, and othar ghobal prob-
lerma. Im 2005, hea shared Time maparing’s Person
ol theYear with Bill ard Melinda Galas. Bono
rocaived an honorary British knighthond n 2007

Chaacli Schwab congeamlae Lewis |, Ahies of
Mew Youle-bemsed L] Altfesy B2 Cio, om winning the
Charles I Schwab IMIACT Awand

Gl prosenived e awand o presidan Gacg
Frisdman and announced a 3100000 donarion o the
Amercan Cancer Sodery on behall of the firm

rhl' Bl.'!"-l'lll'F'l.l'llllL"lb "L\TJIL‘I I'l‘"'l':"r.'- a I-l rm
displaving & myrisd of best peacrices thar raise che bar
in rerms of servicing clients. This year's
r|:1.'irrrnl, Moneta Group of 5t Louts, MO oo
o o l|:|rl1i|1|.'. clients ba I'l-'.l'-i.1||:, fams.”

Manera Groups principals believe thar all
employess are onportant 1o the frms secces and
iclics o s [peartivcTs i ;u:ln-'idr |1r.i|.|:i|_.'.|| kimmadl-
adpe w suppor the firmis gral of serving as “fam-
iby CFOR™ o e clienes,

Chatrman Perer G, Schick and CEO Joe
Sheehan accepied the averd from Goldersn, along
with a 10,000 donation m the Universiny of
Musoun CFP Program.

Chuck Sdhwab joined Goldman on sape for
the Charles B Schwab IMPACT Award. “T'm
proud e pur my name o this sward and pres
end i 1o smeone with many vean of haed wods
and a comyminment 10 ahic and independance.”

Ihis vears recipient, Lews |, Alfest of Mew
Yoek-bawd L], Abfes and Company, Inc was
hianonad for hds passion and commdment i men-
reing athers, improving the profession, and doing the
right thing for hes dients.

Dispite his many yeam in the indusery, Allest sad
he had po inenton of reining, “The lasc few yeas
have been the mos rm‘.1n'|ing. Wy gve ||p"'

Clhardes Schwab donaeed $25.000 0 Mow Yorks
Pace University Lubin School of Business to cablisl
a scholarship in Aldest’s name, B

Conferance Highlights

See You Next Year in Atlaontn

Septernbaor 23-248, 2008

Mark your calendars now.

IMPACT 2008 will be hald at the Georgia
World Congress Canter, Saptembar 23-26,
2008 in Atlanta Georgla



IMPACT

13

Wednesday, October 31, 2007 /

Alpha and Asset Allocation Evolution

Don't follow the old rules

he Farmers Afmamae has long been using

historical patterns to precice the westher,

Unforunarcdy many in the financial services
indusiry wse the same kind of approach when
predicong stock marker performance, During
yesterday’s session, Alpha and Asset Allocation:
Fralution of Asser Allocarion Modds, Bryce James,
presiclent of Searthe-hased Smart Pomfoleos LLC, played
myth-buster and shared his thoughts on how the
oft-used rules for porfolie aser allecation are ofien
hased an dated and Inaccumne assimprons.

Jomes has more than 24 vears of experience in
FurtFu|iu mafAgrment, assct alloscatisin and sk
management. He specializes in building porcfalio
optimization solutons, custom trading algorithms,
fimancial content-dedivery systers and performance-
mscsstipemcil softvwire solurinm, fames has alao served
as a managing member of the Foundarion &
Eatdowrmens Fumd, LI% a Fmdge fund q'rnci..l]i:u'nn: n
fined imcome uncd of funds. He's been a portiulio
manager with Dain Boswonth, Prudential Secirities,
aned Dwesed Bumbam Lambert,

Yo sierply cant makee asssmptions based on only
historical daga, saiel fames. “IF you wse the woong
period of hisworical data, you wont be acowmce,” James
cited the Formerd Almemac and it hurmicine predic-
tinms 45 an illustration of why histeacl averages dont
wirk. “The Sremert Al predices. e lurricane
a year hased on histoncal daca, Yoo then have a year
like 2005 where you have a whole alphaber of
hirricaine. list bocise g happen on average dhat

docsn’t mean that s whar will happen
i 3 given year”

Thar histecal-dara analogy works in
the stock marker, *If you look ar dhe ten
=] of dam froem 1994) oo 2000 and
bielieve that the next ten yexm will look
the same, you would have bludgeoned
o deach in the last five years,” sasd
James. “The problem with histoncal das
is thea like de Frrmers Alwaar it only
uses rime snapshoes,”

Instead, Jarmes suggessed thar financal
advisior take 2 leson from phisic amd
ook a1 dam chussers ragher than aversges. “Stocks have
A certain pattern, You cn idennfy those patrerms
mathematically wsing complex alporithms” he aad,
You st asset allocation solutions arc decades old and
dont ke advantape of new sechnologies, processing
power and advances i mathemanc

Jarme= a bricl hispory of aser allocition
miodeling which began when Harry Markowicz
created Modern Fordolio Theory (M) in 1959,
."-llhuug]l hes a fan ol Markowice, James discused
hirw BT, bealliane im it day, Bdls shoe wday, “MPT
was one af the biggest advancements in investing
berame it demansmited that rvestons consdd redisce ik
through divenificision,” explained James, “Heowower, i
a theory that's not modern any more, While che
conceps of diversificasion and using fomcased earmings
and dividend growth was solid, Maskowit: didn® have
the compuiting power we have noda”

James warned vessors nod o rely on
MPT e drve cheir imvessing decisions,
“Drent mry po win ap investing using a
45-vear ald methodology. In other words,
dont bring a vintage vehicle m compeor
with the newest sid dhe best.™

James is a proponent of Extreme Yalue
Theory (EVT} which was creased i 2002,
He compated EVT o MPT. "MPT
Imcorectly makes. several assumpions,” said
Iames, The fina is char marders are staric
and don't change. The second is thac
seciisities el normal distributions. And
thie thind is thar pasr performance predices fumiee resules,
In contrast, EVT b based on the asumpeion that
murkets are dynamic and in constant change and thar
securities follow stable distibutions aisd that market
penvicy predics furere resules,

James said he believes that investors @i achieve
sperior pardolio optimizaton by wing dynamic
porfolio optmizanon. Flexing his teoretical and
linguistic muscles he added thar this best-of-breed
wilution combines accumte data with dynamic daa
analysis using exponentially weighted moving
mverages and peacralioed auo-regressive: conditional
heter-scedasticiry, expecred shordall with Swdens T
distritmitions to forecest vatanoe and :qxtlrrf Fetr,
and Monte-Cardo simulation wsing muleivariace
distribunions and asser diversificanion USIAE, M-

linear depersdence. B
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