
 
 

INVESTMENT POLICY STATEMENT  Page 1 of 10  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

INVESTMENT POLICY STATEMENT 
 
  



 
 

INVESTMENT POLICY STATEMENT  Page 2 of 10  

TABLE OF CONTENTS 
 
 

INTRODUCTION .......................................................................................................................... 3 

INVESTMENT POLICY OVERVIEW ......................................................................................... 3 

INVESTMENT PHILOSOPHY ..................................................................................................... 4 

INVESTMENT OBJECTIVES ...................................................................................................... 5 

TIME HORIZON ............................................................................................................................ 5 

TAX POLICY ................................................................................................................................. 5 

RISK TOLERANCE ....................................................................................................................... 5 

ASSET ALLOCATION.................................................................................................................. 6 

FREQUENCY OF POLICY REVIEW .......................................................................................... 7 

LIQUIDITY .................................................................................................................................... 7 

DIVERSIFICATION ...................................................................................................................... 7 

SELECTION/RETENTION CRITERIA FOR INVESTMENTS .................................................. 8 

DUTIES AND RESPONSIBILITIES............................................................................................. 9 

ADOPTION .................................................................................................................................. 10 

 

  



 
 

INVESTMENT POLICY STATEMENT  Page 3 of 10  

INTRODUCTION 
 
The purpose of this Investment Policy Statement (IPS) is to establish a clear understanding between XXX XXX  
(“Investor”) and John Pak (“Advisor”) as to the investment goals and objectives and management policies applicable 
to the Investor’s investments (“Portfolio”). This Investment Policy Statement: 
 

• Establishes the Investor’s expectations, objectives, and guidelines for the investment of the Portfolio 

• Creates the framework for a well-diversified asset mix that can be expected to generate acceptable long-
term returns at a level of risk suitable to the Investor, including:  

- describing an appropriate risk posture for the investment of the Investor’s Portfolio  
- specifying the target asset allocation policy  
- establishing investment guidelines regarding permissible securities and diversification of assets  
- specifying the criteria for evaluating the performance of the Portfolio’s assets 

• Defines the responsibilities of the Investor and the Advisor  

• Encourages effective communication between the investment manager(s) and the Investor  
 
This IPS is not a contract. No legal counsel has reviewed this investment policy and the Advisor and Investor use 
it at their own discretion. This IPS is intended to be a summary of an investment philosophy and the procedures 
that provide guidance for the Investor and the Advisor. The investment policies described in this IPS should be 
dynamic. These policies should reflect the Investor’s status and philosophy regarding the investment of the Portfolio. 
These policies will be reviewed and revised annually to ensure they adequately reflect any changes related to the 
Portfolio, the Investor or capital markets.  
 
It is understood that there can be no guarantee about the attainment of the goals or investment objectives outlined 
herein.  
 

INVESTMENT POLICY OVERVIEW 
 
What is an Investment Policy Statement?  
 
An investment policy outlines and prescribes a prudent and acceptable investment philosophy and defines the 
investment management procedures and long-term goals for the Investor. 
 
The principal reason for developing a long-term investment policy and for putting it in writing is to enable the Investor 
and Advisor to protect the Portfolio from ad hoc revisions of sound long-term policy. Without an investment policy, 
in times of market turmoil, investors may be inclined to make ad hoc investment decisions that are inconsistent with 
prudent investment management principles. Your investment policy provides a well-thought-out framework from 
which sound investment decisions can be made.  
 
The development of an investment policy follows the basic approach underlying financial planning: assessing your 
financial condition, setting goals, developing a strategy to meet the goals, implementing the strategy, regularly 
reviewing the results and adjusting the strategy or the implementation as circumstances dictate. In following an 
investment policy, the Investor and Advisor employ a more disciplined and systematic approach and thereby 
increasing the probability of satisfying investment goals.  
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Steps to establish an Investment Policy  
 

1. Assess current financial situation and identify goals/needs  

2. Determine tolerance for risk and time horizon  

3. Develop clear objectives for the portfolio  

4. State how the investments are expected to help meet the portfolio objectives  

5. Identify any restrictions on the portfolio and its assets  

6. Determine the asset classes and mix appropriate (the “Asset Allocation”) to maximize the likelihood of 
achieving the investment objectives at the lowest level of risk  

7. Determine the investment methodology to be used regarding investment (manager) selection, rebalancing, 
buy-sell disciplines, portfolio reviews and reporting, etc.  

8. Implement the decisions  

9. Document all investment decisions  
 
The net effort of the written policy is to increase the likelihood that the Portfolio will be able to meet the financial 
needs of the Investor. 
 

INVESTMENT PHILOSOPHY 
 
The basic tenets under which the Portfolio will be managed include the following:  
 

1. Diversification. The Portfolio needs to be properly allocated among the various asset types to reduce risks 
and ensure consistent returns. Placing large bets on a single security, sector or asset class exposes the 
Portfolio to unnecessary and uncompensated risks and must be avoided. 

2. Inflation. Inflation is a far greater risk to the long-term success of the Portfolio, and ultimately the Investor, 
than the risk of short-term market volatility. Discussions of investment risk must include the significant risk 
of inflation, and the design of the Portfolio must reflect this reality. Referring to low volatility investments, 
such as Treasury bills or cash, as risk-free is not appropriate for long-term investors. 

3. Tax Efficiency. By considering taxes in every applicable portfolio management decision, the Portfolio can 
considerably increase after-tax investment returns above comparable benchmarks and funds. 

4. Low Cost. By combining low cost indexes and long-term holdings, investment costs can be minimized, 
directly impacting the net return of the Portfolio and achievement of long-term objectives. 

5. Avoiding Investment Fads. The latest investment fads and engineered products from Wall Street are rarely 
designed for the Investor’s benefit, and almost always involve excessively high fees. These are to be 
avoided in the Portfolio design. 

6. Transparency. Every manager and fund in the Portfolio must provide full position-level transparency to 
verify that excessive risks are not being taken and that the holdings are liquid. The Portfolio will not utilize 
opaque and illiquid holdings such as hedge funds, partnerships, and similar securities. 

7. Consistency. Maintaining a disciplined investment strategy, even when short-term results create incredible 
pressure to abandon the strategy, is one of the single most important factors for an Investor to achieve 
their objectives. Bouncing from one strategy to the next based on short-term performance will have a 
negative impact on long-term results. 
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Given these tenets, the underlying approach to managing the Portfolio shall be to optimize the risk-return 
relationship appropriate to the Investor’s needs and goals. The Portfolio will be diversified globally, employing a 
variety of asset classes. Exchange traded funds and low-cost Mutual Funds will be employed to implement the 
Portfolio and the chosen asset classes will be periodically rebalanced to maintain a more consistent risk/reward 
profile.  

INVESTMENT OBJECTIVES 
 
The primary priority for the Investors is to promote moderate growth for the next 25 years to provide cash flow 
during their lifetime while assuring that they will not run out of money throughout an extended life expectancy. 
  
A capital needs analysis may have been completed by the Advisor to determine the appropriate targeted rates (e.g., 
moderate portfolio return of 6-8%) of pre-tax average annual investment returns (after expenses) throughout the 
Investor’s lifetime. On the basis of such analysis, a portfolio designed as described in this Investment Policy 
Statement should be expected to produce a sufficient return above inflation over full market cycles with a 92% 
probability of successfully meeting the Investor’s personal and financial goals, depending on monthly and annual 
savings and spending assumptions. The Investors are satisfied with the current outlook given the uncertainty of 
certain assumptions and the ability to make adjustments to aspects of their goals as the time horizon shortens. 
 
In concert with the above capital needs analysis, or in the absence of such an analysis, a portfolio designed as 
described in this Investment Policy Statement is intended to satisfy the stated risk preferences and the annual 
probable loss threshold of the Investor. 
 
TIME HORIZON 
 
Based on the specific goals and objectives of certain accounts, such as retirement funds or shorter-term reserve 
funds, accounts within the Portfolio may have differing time horizons consistent with the account’s associated goal. 
 
Withdrawals from this portfolio are expected to occur for cash flow needs as earned income is reduced. Additional 
withdrawals may occur from accounts within the Portfolio in a manner consistent with the account’s associated goal. 
 
Capital values fluctuate over periods of time and the Investors recognize that the possibility of capital loss does 
exist. However, historical and expected asset class return data suggest that the risk of principal loss over a holding 
period consistent with the Investor’s goals can be minimized with the diversified investment approach employed 
under this Investment Policy Statement.  
 

TAX POLICY 
 
Tax-efficient means of investing will be employed where appropriate for the Investor’s taxable accounts. Such 
methods may include any of the following: use of low-turnover or passive index strategies, tax-free bonds and funds, 
active tax loss harvesting and varying use of income producing assets.  
 

RISK TOLERANCE 
 
The Investor desires long-term investment growth enough to meet their objectives. The Investors understand that 
to achieve such growth, the Portfolio will experience periods of decline. They further understand that in a market 
decline, the potential recovery period could exceed 1 year.  
 
The Investors desire to maintain portfolio risk exposure at a level that would produce a maximum probable loss 
over any one year period of negative 20% or less, but acknowledges that greater losses are possible in extreme 
market conditions. 
 


