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Similarly, recent market volatility has 
created renewed interest from investors 
seeking to smooth the ride.

As a result, using alternative 
investments (sometimes called 
“alternatives” or simply “alts”) as a 
diversification strategy has been a 
popular topic in the financial media. 
Yet most media pundits, as well as 
many financial practitioners serve only 
to confuse the general public on the 
definition of alternative, how to use 
them, and especially who should invest 
in alternative investments.

At our firm, we think differently about 
alternative investments. We are more 
deliberate and cautious about them—
and believe you should be too. 

For these reasons, we believe that 
alternative investments are not for 
everyone, regardless of their intended 
purpose in a portfolio.

First, let’s frame what we mean by 
alternative investments. They are not 
a separate asset class as some would 
say. They provide exposure to the three 
principle asset classes, equities, fixed 
income, and real assets, just like the 
traditional securities you may hold. 

What makes them different is how they 
are structured and the strategies they 
employ. These last two points cannot 
be emphasized enough.

What is your alternate plan?
As anyone who has driven on a dirt road can attest, 
sometimes the travel can become quite rough due to rain, 
snow, wind or other inclement weather. Changing the pace 
of travel, moving to one side of the road or other, or even 
traversing in diagonal paths between shoulders can all work 
to smooth the ride.

Remember that investing in alternatives, like all 
financial matters, requires a sound plan.
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For example, one can easily contribute 
to and take distributions from a 
stock mutual fund, with straight-
forward objectives, clear holdings 
and comparatively lower expenses 
and management fees, all outlined in 
a prospectus. 

Or one could invest in a private equity 
limited partnership, which makes use of 
less-liquid securities and/or a corporate 
growth strategy that may require you to 
commit your money to the investment 
for a long period of time. 

Either way, you will have access to 
the equity markets and will be able to 
participate in the economic growth 
these markets help create.

Who should use alts, and why
Since alternatives are generally less 
liquid, contain more complex strategies 
and are usually offered through 
non-registered security offerings of 

partnership structures, they are suited 
for investors with net worth of greater 
than $5 million (known as “qualified 
purchasers”), long time horizons (10-
15 years) and moderate to high risk 
tolerances. There are many investment 
securities that are not liquid, or in other 
words they do not have readily available 
market values, no active exchange, or 
are difficult to access and even more 
difficult to ascertain the proper value. 

Yet for investors with the appropriate 
investment experience and financial 
circumstances, alts may help with 
diversification, downside protection, 
inflation protection, outperformance 
or yield generation goals.

There is also a mathematical reality for 
investors who have larger investment 
portfolios, because the net benefit (i.e. 
potential gain less potential costs and 
other considerations) stands to be larger 
on an absolute basis. 

There may be some mutual funds or 
ETFs with alternative strategies available 
to almost any investor seeking to add 
alternatives to his or her portfolio, but 
these should be scrutinized thoroughly. 
Most alternative strategies were 
developed in less-liquid structures for a 
practical reason, and many attempts to 
make these available to everyone have 
not been well-executed.

An alternative to alts
For most investors, the preceding 
mutual fund example may be a more 
economical investment choice than the 
hedge fund. Philosophically, you need 
to ask yourself why add the complexity 
and the expense? Is it to improve 
investment performance? Or is it to take 
less risk to make the same amount? 

You may be able to reach these goals 
by adjusting your stock/bond asset 
allocation instead. For example, shifting 
from a 60/40 stock to bond allocation 
to a 50/50 allocation may achieve 
the same outcome. Put another way, 
simply slowing your speed on a bumpy 
dirt road may be the best choice for 
most drivers. 

Where to begin
Before you make a decision, remember 
that investing in alternatives, like all 
financial matters, requires a sound plan. 
For this reason, our firm encourages an 
“alternatives plan” accompany all major 
alternative allocations. Correctly sized 
and consistent allocations of alternatives 
may lead to the most successful results. 
And the alternatives plan is most 
effective alongside a holistic wealth plan.

Bottom line: Just like any other 
security, when it comes to alternatives, 
it is essential to understand why you 
hold the position and the underlying 
fundamentals of the investment. 

To discuss your goals and how alts 
may—or may not—be suitable for you, 
please contact your financial advisor.

What is your alternate plan?, continued

Compare and contrast
Traditional investments (representative examples)
Equity markets Fixed income markets Real assets markets
Stocks 
Mutual funds/ETFs

Bonds 
CDs

REITs 
Commodity ETFs

Alternative investments (representative examples)
Equity markets Fixed income markets Real asset markets
Equity hedge funds 
Private equity

Structured products 
Private debt/lending

Commodity hedge funds 
Private infrastructure
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As we celebrate Earth Day every year 
on April 22, you may be thinking about 
the environment and the role it plays 
in your belief system. Should you wish 
to address this important topic in 
your investment portfolio, there are a 
number of opportunities to consider.

For starters, it is useful to know that 
responsible investing strategies 
encompass several tactical approaches, 
including the Environmental, Social and 
Governance (ESG) method. To apply this 
approach, you actively select securities 
(either stocks or bonds) from issuers who 
demonstrate responsible environmental, 
social or governance practices. 

If you would like to allocate a portion 
of your portfolio to ESG or other 
responsible investments, we can help 
you select securities that are compatible 
with your goals, both philosophically 
and financially. But you can also apply 
your environmental values through 
an investment in one of your most 
important financial assets—your home. 

Let the sun shine in…
You can realize a financial return from 
many types of home improvements. 
However, in terms of total benefits, 
adding a renewable source of energy, 
such as solar panels, may be among the 
best. In addition to reducing your carbon 
footprint, you may gain at least four 
types of potential financial advantages.

1. Improved resale value 
Your home’s value may increase when 
you add solar panels, depending on 
your location and the size of your 
solar installation. 

2. Tax credit
When you install and own a solar panel 
system for your home, the federal 
government will provide you with a tax 
credit—a dollar-for-dollar reduction of 
any income taxes you owe. In 2019, this 
credit is worth 30% of your total system 
costs. Starting in 2020, the federal tax 
credit will gradually be reduced, until it 
ends in 2022. Some states also offer tax 
credits for solar installations.

3. Lower energy bills 
Your electric bill may decrease 
considerably after you go solar, depending 
on your solar panel system’s energy 
production, your local utility rates and 
your household energy consumption.

4. Rebates 
Your state, municipality or local utility 
company may provide you with a cash 
rebate, essentially rewarding you for 
the energy you’re producing in your 
solar system. 

Clean energy financing
As you can see, going solar can pay off 
for you in many ways. Nonetheless, 
the initial outlay for solar panels can 
be costly—easily reaching $30,000 or 
more, depending on your home and 
system you select. Consequently, you 
may need financing for your purchase. 
We can help you plan for your portfolio 
liquidity needs for this or other home 
improvement projects you may be 
considering this spring, perhaps by 
using a short-term securities-based 
line of credit. As responsible stewards 
for our clients, our communities and 
the environment, we would also be 
happy to help you invest in ways that are 
consistent with your ecological goals or 
other deeply held values. 

For more information please contact 
your financial advisor.

Securities-based loans involve special risks and 
are not suitable for everyone. You should review 
the provisions of any agreement and related 
disclosures, and consult with your own independent 
tax and legal advisors about any questions you 
have prior to using securities-based loans or lines of 
credit. Additional restrictions may apply. 

Our firm does not provide tax or legal advice. 

Investing in solar energy—for your home
Today, more and more people are incorporating their values in their financial choices. 
Perhaps you are one of them? From the products you purchase to the way you invest,  
making responsible money decisions based on principles that are important to you  
may help contribute to the difference you want to make in the world.



Confidence comes from planning
According to investors surveyed for 
the report, the primary concern for 
pre-retirees was outliving their assets. 
Retirees, on the other hand, said their 
biggest concern was maintaining their 
desired quality of life.

In this way, the report shows that goals 
for many people evolve as they move 
into and through their retirement years. 
In either case, respondents said they 
felt more assured of their future when 
their wealth management decisions are 
based on a plan. In fact, 84 percent of 
respondents with a plan said they were 
confident in achieving their financial 
goals for retirement, as opposed to just 
45 percent without a plan. 

Indeed, a wealth management plan 
can help you prioritize and quantify 
goals, validate financial strategies—and 
provide a roadmap to help you thrive in 
the retirement you envision and adapt 
as life and circumstances change. 

Learn to manage different  
types of risk 
Your wealth management plan can help 
keep you focused on your goals and 
provide the foundation for managing 
risks by putting you in the driver’s seat 
of the aspects of your financial life you 
can control.

Market risk 

While markets rise and fall 
regularly, low or negative returns can 
have a significant impact on a portfolio 
early in retirement. As you draw down 
assets, the effects from those early bad 
years may be amplified, leading to 
an earlier depletion of assets versus a 
portfolio that experiences challenging 
markets later. 

Diversifying through a proper asset 
allocation can help protect against 
big market swings, balancing risk and 
reward for the long term. Inconsistent 
returns highlight the need to rebalance 
regularly to keep your asset allocation 
aligned with your long-term goals and 
evolving needs. 

Behavioral risk 

Experienced investors 
understand that volatility and market 
corrections happen from time to time. 
Yet an all too common emotional 
response is to sell stocks during down 
markets, to help minimize losses. 
However, behavior such as this can 
cause investors to lose money twice: 
once when they sell securities and once 
when they are no longer in the market to 
participate the following recovery. 

Understanding how your emotions 
affect your choices may help you avoid 
making costly mistakes.

Inflation risk 

Older Americans often 
experience greater effects of inflation, 
primarily because they require more 
health care and health care costs 
generally increase faster than inflation 
and cost of living adjustments. Aside 
from health care, a modest three percent 
rate of inflation will cut the purchasing 
power of your money to half of what it is 
today in 23 years. 

Being invested for growth throughout 
retirement, making prudent 
withdrawals from retirement accounts 
and other assets and including lifetime 
income streams in your planning 
may help you enjoy a long and 
comfortable retirement.

Plan for the future you want
Please contact your financial advisor 
to learn more about the forces shaping 
retirement, and the steps you can take to 
manage risk and preserve your lifestyle 
when you retire. 

New retirement trends and your financial future
The face of retirement is changing as medical advances are stretching lifespans and 
delivering longer and healthier lives filled with increased vitality. In this new, more 
dynamic era of retirement, recognizing and managing risks is crucial to having a happy, 
financially secure retirement. These are among the findings of Rewriting Retirement,  
a new Wealth Insights report from RBC Wealth Management. 
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For these reasons, we believe it is our 
responsibility to help protect your 
financial wellbeing. As you may already 
know, financial exploitation is a growing 
problem for American retirees and their 
families. That’s why we want you to be 
familiar with common scams—such as 
being contacted about an unexpected 
windfall or an investment opportunity 
that sounds too good to be true. But 
more than knowing the warning signs of 
exploitation, we want you to understand 
it is equally important to be proactive 
about its prevention.

A simple, yet effective way to help avoid 
the risk of potential exploitation is to 
provide a trusted contact person who 
we can call on in certain circumstances 
to protect your assets and respond to 
possible financial exploitation. This 
trusted contact person might be a family 
member or a friend. Or it might be a 
professional you depend upon, like an 
attorney or accountant. 

Appoint a trusted contact person
Should we become concerned about 
your health status, whereabouts or 
ability to make financial decisions for 
yourself—or if we think you may be a 
victim of fraud—we will contact you 
to address the issue. A trusted contact 
person is someone you authorize us to 
contact only if we are unable to reach 
you directly. This person is not an 
authorized party on your account(s) 
and we will not accept instructions 
from them to effect transactions and/or 
change account information.

Hypothetical example
Let’s say you and a spouse have a joint 
account with check writing capability, 
and you are on a cruise together. 
Let’s also say we notice a large Visa 
transaction on your account that is not 
typical for you. We are unable to reach 
you to verify the authenticity of the 
transaction and we are concerned this 
is fraud.  

The good news is: you provided a close 
sibling as your trusted contact person. 
We follow up with them and are able to 
locate you to verify if the charge is valid.  

Next steps
During your next meeting or phone 
call with us, we may ask you to provide 
a trusted contact person, if we do not 
have one already. FINRA, the securities 
industry self-regulatory organization, 
has actually made this practice into a 
rule and requires that your financial 
advisor ask you if you would like to 
name a trusted contact person at 
the time you open or make material 
changes to your account(s). It’s such a 
good idea—and it’s so easy to do.

Should you suspect you or a loved one 
is being exploited, please contact your 
financial advisor immediately.

How a trusted contact person may help you 
avoid financial exploitation
Helping you accomplish your financial goals is our top priority. This may come as no surprise. 
However our sense of purpose in serving you goes beyond managing the investments in your 
portfolio (although that is an essential part of what we do). The professional relationship we 
have with you and your family is meaningful to us, as well. 
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