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In recent years, goals-based investing has emerged
as an attractive alternative to traditional investing.
Indeed, many wealth advisors and financial advisors
have found that employing this approach can help
recruit and retain clients, add value to a practice,
and build a more sustainable and scalable business.

That’s not to say that traditional financial planning
has lost its relevance. Rather, goals-based investing
presents a different approach to investing that may
help advisors tap into a new market of young
investors. Here, we explain what goals-based
investing is, who it’s for and how it can benefit both
investors and advisors.

Defining goals-based investing

Goals-based investing is focused on achieving
specific, short-term goals as defined by individual
investors. As such, asset allocation is based

on meeting these goals, rather than on generating
long-term returns or beating the market. Greater
emphasis is placed on specific investments

to provide an expected outcome in the nearterm.
In goals-based investing, the goals set by the
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investor typically fall into the category of “wants”
versus “needs.” Ideally, these goals are attainable
in five years or less. For example, an investor
might set the goal of taking a European vacation
in two years or buying a new car in four years.

By contrast, longer-term goals, such as saving
for retirement, are better met via traditional
approaches to investing.

When a client sets a short-term goal, an advisor
should try to provide some oversight, guiding

the client towards goals that make good financial
sense or course-correcting as needed. For
example, if an investor wants to buy a luxury car
but hasn’t saved much for retirement, an advisor
might encourage them to select a more modestly
priced car and educate them on the value of
saving for retirement early and often.

Target clientele

In theory, advisors can use goals-based investing
with any type of investor. However, this approach is
usually most appealing and applicable to a
younger segment of investors—specifically clients
in their 20s or 30s.

That’s mainly due to a difference in mindset.
Younger investors tend to be more interested in
financially preparing for smaller, short-term
purchases versus larger, long-term purchases.
This is especially true for younger Millennials who
are getting married later, forgoing home ownership
and choosing not to have children. Broadly
speaking, the spending habits of these young
professionals divert from that of their parents;
they'd rather, for instance, save for a high-priced
vacation than save for a down payment on a home.

Therefore, goals-based investing can serve as
a valuable tool for advisors that want to
convert young professionals into clients while
their liquid assets are relatively small (e.g.,
$50,000-$150,000).



Advantages for investors and advisors
Goals-based investing can serve the interests

of both investors and advisors. Among its many
benefits, this approach can change investors’
behavior in positive ways improve an advisor’s
service offering, and create a more valuable,
long-lasting relationship between an investor and
advisor. Additional benefits include the following:

e Creates a sense of accomplishment for inves-
tors. With goals-based investing, investors
can experience the satisfaction that comes with
achieving savings goals—and experience
it earlier in life than retirement age. This, in turn,
can motivate an investor to work toward
other financial goals and establish lifelong
saving habits.

Enables the advisor to customize service
offerings. With traditional financial planning,
clients often receive investment advice based on
quantitative information or long-term goals.

By contrast, with goals-based investing, clients
receive advice that’s tailored to their specific
needs and goals. Advisors work to understand
their clients on an individual level and then
design a game plan, which leads to a more

e Increases frequency of interactions. Goals-based
investing creates more opportunities for advisors
and investors to communicate and interact.
Advisors have a good reason to reach out to their
clients on a more frequent basis to review
savings goals, check on their progress or talk
through decisions.

Strengthens the advisor-investor relationship.
These benefits add up to one important
outcome: They strengthen the relationship
between an advisor and investor. This primarily
stems from a behavioral change. When an
investor is able to recognize the value provided
by their advisor, they are more likely to stick
with them and commit to an asset allocation
despite fluctuations in the market.

With a new generation of investors entering the
marketplace, advisors should begin the process
of rethinking their approach to investing and
managing client relationships. The burning
question is this: What's the best way to take
advantage of the growth opportunities that young
investors present? Goals-based investing may
just be the answer.

valuable service offering.

Important Disclosures

The information provided herein is for educational use only and not to
be construed as investment advice. In no way should the information
herein be construed as personal recommendations as it does not take
into account the particular investment objectives, financial situations,
or needs of individual clients.

The information presented is not an offer to buy or sell securities,
nor should it be construed as tax or legal advice. Any opinions herein
reflect our judgement as of this date and are subject to change.

About Ellwood

For four decades, Ellwood has customized investment programs that
are practical, grounded in fundamental research, and focused on
bottom-line performance. Our consulting practice is national in scope
and is focused on serving seven primary practice areas: Healthcare
Systems and Hospitals, Corporate Defined Benefit Plans, Corporate
Defined Contribution Plans, Endowments and Foundations, Public
Funds, High-Net-Worth Clients, and Wealth Management Advisory
Services.

Ellwood was founded in 1977 and is a 100% employee-owned,
independent investment consulting firm with no parent or affiliate
organizations. Ellwood is based in Chicago, IL with a regional office in
the Denver, CO area.

Wealth Management Advisory Services

Ellwood’s Wealth Management Advisory Services is designed for
wealth advisors who seek to streamline research and operations, have
a desire to bring institutional investment opportunities to their private
clients, and who want to spend more time focusing on building their
client relationships.

33 W Monroe Street
Suite 1850
Chicago, IL 60603

ellwoodassociates.com

Advice. Aligned



