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Where should I invest now?

By Osborne Partners Capital Management

Where to invest is a common ques-
tion, but one that often leads investors
down the wrong path. Instead, the
savvy investor asks, “How should I
invest now?”

The answer lies in using similar strat-
egies to those practiced by large foun-
dations and endowments. Although
these investors may use different tac-
tics to achieve their investment goals,
the strategies always revolve around
diversification and reducing risk. This
is what separates the most successful
investors from the rest of the pack.

A broadly diversified portfolio
does not mean simply owning differ-
ent types of stocks in different sectors
or countries, or sprinkling in a few
bonds to reduce risk. What these astute
investors do is further diversify into
asset classes that most investment
advisors do not even consider.

Regardless of where these seasoned
investors think the market is headed,
they typically devote a significant
portion of their total portfolio to natu-
ral resources, real estate and alterna-
tive assets. Natural resources, which
includes sectors such as energy and
commodities, can be an excellent hedge
against inflation and a weak U.S. dollar
while also reducing portfolio risk. Real
estate in the form of liquid real estate
investment trusts (REITS) can provide
income to a portfolio as well as help
to hedge against inflation. Alternative
assets can be used either to hedge a total
portfolio or to provide further diversifi-
cation into sub-asset classes such as
private equity and distressed assets.

Successful investors use these asset
classes along with equities and fixed
income to build a portfolio that meets
their needs. They determine their
portfolio allocation by considering
their time horizon, liquidity needs and
willingness to assume risk. To reduce
overall portfolio fees, many use indi-
vidual securities instead of mutual
funds. Most importantly, when build-
ing the portfolio, they focus on each
asset class having a distinct purpose.
Because each asset class moves some-
what independently during different
market environments, this helps reduce
risk and lower volatility while generat-
ing income and growth.

Over the long term, these asset
classes are rebalanced when funda-
mentals and valuations reach extremes.
Unlike many, the successful investor
depends on logic as opposed to emo-
tions to make these rebalancing deci-
sions. Today, while keeping exposure
to all asset classes, many astute inves-
tors are rebalancing portfolios in favor
of equities, while slowly reducing
fixed income. It should be no surprise
that this action is the exact opposite of
the herd consensus.

After this lost decade in world
equity markets and a stealth bull
market in bonds, many investors
have panicked out of stocks and into
bonds. This is the reverse of 1999-
2000, when many panicked out of
bonds and into stocks. Too many
investors are always attempting to
answer the “what” question, when
“how” is the question to answer. @

HOW DO YOU PERFORM IN
DOWN MARKETS?

This question will send many wealth
advisors into a discourse on long-
term returns and taking the good
with the bad. If you do the math,
you will see it differently. Assuming
a $1 million portfolio:

High Volatility Manager A

YEAR 1: Up 20%, portfolio value
= $1,200,000

YEAR 2: Down 40%, portfolio value
= $720,000

YEAR 3: Up 20%, portfolio value
=$864,000

Low Volatility Manager B

YEAR 1: Up 10%, portfolio value
= $1,100,000

YEAR 2: Down 20%, portfolio value
= $880,000

YEAR 3: Up 10%, portfolio value
=$968,000

In the above example, lower vola-
tility provided you with $104,000
more after this three-year period,
and you slept better at night. Which
portfolio would you have picked?

Many investors are enticed by
hot performance in easy markets,
when the most important time to
outperform is in tough, down markets.

Information expressed herein is strictly the opinion of OPCM. Information provided is for discussion purposes only and should not be deemed investment advice.
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About Osborne Partners Capital Management

Since 1937, Osborne Partners Capital Management (OPCM) and its predecessor firms have managed diverse
portfolios for prominent families and institutions. Unique in its approach, OPCM invests portfolios over five
primary asset classes: equities, fixed income, natural resources, real estate and alternatives. Its goal is to

improve performance while reducing portfolio volatility and risk. Portfolios are managed in-house by a team
of seven—each of whom possesses either a master’'s degree and/or a CFA designation. OPCM customizes
portfolios based on individual needs, risk-tolerance level and client goals. Each client receives an investment
policy guideline detailing investment allocations. OPCM is proud to offer institutional management with a
boutique approach to client service.

Assets Under Management i Compensation Method

$1.1 billion (as of 3/31/12) | Asset-based fees

Minimum Asset Requirement Professional Services Provided

$1 million (for planning and Planning, investment advisory and money management services

investment services) Primary Custodian for Investor Assets

Minimum Fee for Initial Meeting Charles Schwab, TD Ameritrade
None required i

i Website
Largest Client Net Worth i www.osbornepartners.com
$50 million+ ' Email
Financial Services Experience deglin@osbornepartners.com

113 years (combined)

Osborne Partners Capital Management 580 California Street, Suite 1900, San Francisco, CA 94104 800.397.5101
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Osborne Partners Capital Management is featured in Worth® 2012 Leading Wealth Advisors™, a special section in every edition of Worth® magazine. All persons and firms appearing in this
section have completed questionnaires, have been vetted by an advisory group following submission by Worth®, and thereafter paid the standard fees to Worth® to be featured in this section. The
information contained herein is for informational purposes, and although the list of advisors presented in this section is drawn from sources believed to be reliable and independently reviewed,
the accuracy or completeness of this information is not guaranteed. No person or firm listed in this section should be construed as an endorsement by Worth®, and Worth® will not be respon-
sible for the performance, acts or omissions of any such advisor. It should not be assumed that the past performance of any advisors featured in this special section will equal or be an indicator
of future performance. Worth®, a Sandow Media publication, is a financial publisher and does not recommend or endorse investment, legal or tax advisors, investment strategies or particular
investments. Those seeking specific investment advice should consider a qualified and licensed investment professional. Worth® is a registered trademark of Sandow Media LLC.

See “"About Us” for additional program details at http://www.worth.com/index.php/about-worth.




