ANSWERS

Why Is It Important to Be Specific About Investment Goals?

Why Specificity Matters

Clarity in investment goals is not just helpful — it is essential. When goals
are vague (“l want to be comfortable in retirement” or “I'd like to leave
something to my family”), they provide little guidance for how much to
save, how much risk to take, or how to measure progress. Vagueness can
drive investors into two opposite traps:

Unnecessary conservatism: Without clear targets, investors may hoard
safe assets, leaving long-term needs underfunded and exposing
themselves to end point risk — the danger of running out of money
when it matters most.

Unintended overspending: On the other hand, a lack of definition may
lead to spending too freely, only to discover later that future obligations
cannot be met.

Specificity transforms abstract hopes into actionable plans.

Why Lifetime Goals Matter Most

Among all goals, lifetime goals—those tied to the endpoint of your financial
journey—are the most important to define. These include:

Sustaining retirement income: Ensuring sufficient resources to maintain
your lifestyle for life.

Legacy objectives: Funding inheritances, charitable giving, or estate
transfers.

Long-term security: Covering healthcare, housing, and other essential
late-life expenses.

Lifetime goals anchor your portfolio design. If they are well-defined,
short-term drawdowns become less frightening, because you know the
long-term plan is calibrated to succeed.

How Should Goals Be Set?
When defining goals, it helps to think in three tiers:

Must-Do: Non-negotiable obligations (basic living expenses, healthcare,
debt service).

Can-Do: Flexible goals that improve quality of life but can be adjusted
if needed (vacations, home upgrades, early retirement).

Might-Do: Aspirational goals that depend on favorable outcomes
(major philanthropy, luxury purchases, legacy projects).

Each should be matched to assets with suitable risk and liquidity
characteristics.

What Makes a Goal Well-Defined?
Good goals are:

Specific: State the amount, purpose, and timing (“I will need $60,000
annually starting at age 65”).

Measurable: Progress can be tracked against benchmarks.

Prioritized: Not all goals are equal; assign them a rank
(Must-Do, Can-Do, Might-Do).

Flexible: Especially for long-term or aspirational goals, allow room
for adjustment.

How Do You Measure Success?

Success is not about beating the market — it’s about Being specific about your

meeting your goals. A portfolio is successful if: .
investment goals—

Near-term obligations are met without undue risk.

especially lifetime goals—
Lifetime goals remain on track even after periods P v g

of volatility. reduces the risk of drifting

Choices and aspirations are pursued when into excess conservatism

resources allow, without jeopardizing essentials. .
or overspending. It keeps

Periodic reviews are critical: circumstances change,
markets move, and goals evolve. Adjustments keep
the plan aligned and reduce both overspending and what truly matters: living
excessive caution.

the portfolio focused on

the life you intend.




How Should | Think About Investment Risk?
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Investment Risk isn’t one thing—it’s a cluster of forces that can pull your plan off track. Some risks hit suddenly (drawdowns), some creep in quietly
(inflation), and some show up only at the finish line. To stay on course, you need to know which risks to accept, which to avoid, and how to strike the

balance through prudent portfolio construction.

Purchasing-Power Risk (Inflation)

What is it:
Rising prices reduce the real value of money. A “safe” return can be a real
loss once inflation is factored in.

Why it matters:

Goals are always in future dollars—college tuition, retirement income,
healthcare.

Inflation quietly undermines portfolios that hug cash or bonds.

Horizon effects:
<By: Limited unless tied to a specific purchase.
>5y: Major threat—the compounding effect makes inflation unavoidable.

What to do:
Track real return and the odds of falling behind inflation. Use assets that
grow with the economy or index to inflation in sizes that fit your tolerance.

Drawdown Risk (The Path)

What is it:
The peak-to-trough decline you suffer along the way (e.g., —=22%), regardless
of ultimate recovery.

Why it matters:
Even temporary losses can cause panic selling, violate policy limits, or
jeopardize withdrawals in retirement.

Horizon effects:
<5y: Critical. A large drawdown can derail near-term goals.
>5y: Painful but more tolerable if you stay invested; history shows recoveries
arrive.

What to do:
Confirm that your portfolio composition funds your future liquidity needs.

Endpoint Risk (The Destination)

What is it:
The chance that your ending wealth is below your target at the horizon.

Why it matters:
It's the ultimate “success or failure” measure—will you reach your goals?

Horizon effects:
<5y: Especially relevant for single-purpose goals (down payments, tuition).
No time to recover from a miss.
>5y: With positive expected returns, the odds shrink over time—but never
disappear.

What to do:

Differentiate between your long-term needs and long-term wants. Confirm that
your portfolio composition funds your short-term and long-term needs first,
and long-term wants second.

Opportunity Cost (The “Too Safe” Risk)

What is it:
The growth you forgo investing in low return assets.

Why it matters:
Over time, being “too safe” increases the likelihood of missing long-term goals.
Horizon effects:

<By: Secondary—preserving capital often matters more.

>5y: A major drag. Playing it too safe can quietly doom goal attainment.

What to do:
Compare required returns to expected returns of your mix. If there’s a gap,
either raise growth exposure or revise goals.
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How Do | Define My Lifetime Goals?

Why Lifetime Goals Matter

Lifetime goals are the anchor points of your financial plan — the outcomes that must be secured at the end of a journey. Unlike near-term goals, which can be
adjusted, or mid-term choices, which can be deferred, lifetime goals are largely non-negotiable. They represent the resources you need to sustain your life,
protect your family, and leave a legacy.

Without clarity here, portfolios can drift. Investors risk either being too cautious (falling short later) or too aggressive (jeopardizing essentials).

Common Examples of Lifetime Goals Measuring Success

Sustaining retirement income: You succeed in meeting your lifetime goals if:

Maintaining your lifestyle for as long as you live. Your portfolio provides sufficient sustainable withdrawals without eroding

Ensuring security in late life: principal prematurely.

Covering healthcare, housing, and support services. Healthcare and late-life security are funded without compromising lifestyle.

Preserving or transferring wealth:

Estate objectives can be fulfilled alongside lifetime spending.
Providing inheritances, funding trusts, or fulfilling charitable commitments.

Estate simplicity: Success is not about “beating the market.” It’s about ensuring your lifetime
Ensuring liquidity for taxes, settlements, and administration. needs are met under realistic — and sometimes adverse — conditions.

How to Define Them Clearly

Lifetime goals should be:

Quantified — Estimate the dollar amounts required, adjusted for inflation.

i i o Defining lifetime goals with precision gives your financial plan direction.
o Example: $90,000 annually in retirement living expenses.

They are the “must-have” outcomes that shape every other allocation
Time-Bound — Set the duration over which the goal must be sustained.

decision. Once these are secured, the rest of your portfolio can be
e Example: Retirement income from age 65 through age 100.

deployed with greater flexibility toward choices and aspirations.

Prioritized — Distinguish between essential, important, and aspirational
goals.

e Essential: Lifetime living expenses.

e Important: Finding an active retirement.

e Aspirational: Legacy gift to children or charity.

Stress-Tested — Consider different economic environments (inflation,
market downturns, longevity) to ensure resilience.
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How Should | Think About My Investment Time Horizon?

Your investment time horizon is the length of time you expect to hold assets before needing to draw on them. It’s not a single number — it’s a blend of multiple
timelines shaped by your Must-Do, Can-Do, and Might-Do goals.

Short-Term (0-3 years): immediate expenses, upcoming obligations
Medium-Term (3-10 years): larger goals on the horizon
Long-Term (10+ years): retirement, estate, legacy

Short-Term (0-3 yrs) Medium-Term (3-10 yrs) Long-Term (10+ yrs)

Living expenses, debt payments, = Healthcare costs, college savings Retirement income, late-life healthcare
tuition due soon

Vacation, elective projects Early retirement, career change,  Larger charitable gifts, family support
home purchase

Special celebrations, dream trips Business venture, sabbatical Philanthropy, legacy planning

A Practical Measure: Net Liquidity Needs

A quick way to gauge how much of your
portfolio must remain liquid in the short run. NET LIQUIDITY NEEDS % =
A higher percentage means you'll need more in Long-Term Investments
safe, liquid assets; a lower percentage allows for
greater long-term growth allocation.

Total Cash Needs (-minus) Guaranteed Income (-minus) Bond Maturities

Steps to Estimate Your Horizon The Key Question

Identify your goals. Separate them into Must-Do, Can-Do, and Might-Do.
By mapping out your Must-Do, Can-Do, and Might-Do goals across time
horizons, you'll see which assets should be safe, which can grow, and how your
portfolio works as a collection designed to meet your future.

Consider your age and longevity. Retirement risk peaks the day you
begin withdrawals.

Account for liquidity needs. Estimate cash demands vs. reliable income.
Define specific timelines. Match each goal to its horizon.
Match risk to horizon. Growth for long-term, stability for near-term.

Review and adjust. Life and markets change — so should your plan.



Why should | care about growth?

The Bigger Picture

Short-term market declines can feel unsettling, but they are not the true
danger. Markets rise and fall; temporary losses are part of the journey. The real
threat is reaching the end of the road without enough. That is end point risk—
falling short of the resources required when it matters most.

Why Growth Matters

Allocating prudently to growth assets—equities, credit, and real assets—tilts
the odds toward long-term success. These assets help portfolios keep pace
with inflation, compound wealth over decades, and reduce the chance of a
terminal shortfall. Growth is not optional; it is the engine that carries
purchasing power forward.

Start with the Path

The foundation is understanding your financial future as a set of distinct
priorities: needs, choices, and aspirations—each with its own importance and
time horizon. “Must-do” essentials demand certainty, “can-do” goals allow
flexibility, and “might-do” aspirations depend on favorable outcomes. Each
deserves to be funded intentionally.
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Portfolios as Collections

A portfolio is not a single block of capital but a collection of assets with
complementary roles. Safe assets provide stability for near-term obligations.
Income assets provide regular liquidity and can reduce volatility, while growth
assets fuel the ability to meet longer-dated goals. Aligning these components
with your personal financial path creates resilience against both market swings
and inflation.

Striking the Balance

Accepting volatility in the short run is the price of reducing end point risk in the
long run. By leaning thoughtfully into growth—calibrated to your time horizon
and hierarchy of goals—you trade discomfort today for security tomorrow.
Growth is the best defense against insufficiency.



