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driven, like you

2010 was, as they say on the sports 
page, a rebuilding year — a phrase that 
reserves judgment on something that did 
not perform as hoped but perhaps did not 
disappoint entirely. (Here’s hoping 2011 is 
a rebuilding year for Longhorn football.)

In 2010, fi nancially speaking, the crash 
of 2008 began fading in our rearview mir-
ror. We literally and fi guratively began to 
take stock of our situations. In rebuilding 
years, our relationship with money evolves, 
revealing more about us than simply our 
net worth.

In my career, I have 
noticed how the end of a 
bear market brings a crop 
of seemingly innovative 
ways to save and invest. 
2010 was no different. For 
example, take two differ-
ent vehicles for saving and 
investing: prize-linked 
savings, or PLS, accounts 
and life settlements. How 
they strike you may say 
something about your relationship with 
money.

A recent report on NPR discussed the 
growing popularity of PLS accounts in 
Michigan, where credit unions offer 1 
percent return and pool another 1 percent 
interest. That pool is awarded to one lucky 
customer every month or so — offering the 
apparent safety of a guaranteed return with 
all the excitement of a lottery ticket.

Compare this to another 2010 phenom-
enon, the aggressive marketing effort 
behind life settlements, which buy and 
pool life insurance policies as investment 
vehicles. Sales letters hail their potential 
double-digit returns and imply a risk-free 
guarantee. After all, two things are certain 
— death and taxes.

Following a bear market, it’s easy to ap-
peal to our need for security, our sense 
of entitlement and the right to a risk-free 
reward. Unfortunately, these marketing 
pitches obscure the one thing we should al-
ways know about our money: its purpose.

Discerning its purpose takes care. Our 
most valuable conversations with clients 
cover four questions that directly affect 
their fi nancial future — and have remark-
ably little to do with money. To paraphrase 
fi nancial and life planner George Kinder, 
these important questions are:

■ If you suddenly found you had plenty of 
money for the rest of your life, how would 
your life change? What would you do dif-
ferently?

■ If you discovered you had only fi ve 
good years left to live, how would your life 
change? What would you do differently?

■ If today were the last day of your life, 
what would you regret? What would you 
wish you had done?

■ How do you want to be remembered?
These questions have no wrong answers, 

but they are hard. When answered thought-
fully, they help affi rm the right place for 
your money, which is ultimately this: at 
your service.

I have seen people fi nd inspiration and 
insight in this careful process of asking 
and answering. When a couple came to me 
with 40 years’ worth of pensions and in-
vestments spread out all over, we made two 
discoveries together: They had more than 
enough resources to support their lifestyle 
in retirement, and they had an opportunity 
to fulfi ll a dream and make meaningful dif-
ferences in the lives of their children and 
grandchildren. They eventually set up col-
lege funds for their grandchildren so their 
children could continue their fulfi lling, if 
not lucrative, careers.

When I think about lottery-style savings 
accounts and sure-thing investment pitch-
es, I am certain of this: Their messages 
appeal to us most when we have lost a little 
faith in the future.

In clarifying the true purpose of our 
money and our role as stewards, we restore 
that faith one answer at a time. And that 
may be the greatest peace on earth.
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■ Investigate history. You know the ad-
age: Those who don’t study history are con-
demned to repeat it. It applies to far more 
than war and politics. Start by asking for 
the experience level and track record of 
the people managing the partnership’s 
day-to-day business. Ask for that track 
record in good markets and bad, though 
don’t be unnecessarily alarmed if some 
deals have performed better than others. 
In fact, someone with too perfect of a score-
card may raise even more questions. The 
point is you should realistically assess the 
manager’s level of competence and judge 
pragmatically. Also, ask for references and 
call each one to ask tough questions.

■ Determine exposure. Will the people 
managing the partnership have their 
own fi nances on the line with yours? If 
the answer is yes, continue to proceed. If 
the answer is no, it begs you to ask why 
someone should ask you to put your money 
where their mouth is. Furthermore, fi nd 
out the pecking order for payouts. Ideally, 
the people managing the partnership pay 
themselves after they pay you.

■ Demand accountability. There is no 

such thing as a riskless investment, but it 
is the partnership manager’s duty to con-
sistently and honestly discuss the oppor-
tunities and challenges of the business the 
partnership is engaged in. Ongoing com-
munication is vital to a successful relation-
ship over the long run.

■ Understand your infl uence. Most people 
understand there’s a correlation between 
the size of an investment and the infl uence 
of the investor. But keep in mind it’s far less 
about the fl at dollar fi gure of your invest-
ment, and far more about the percentage 
that dollar fi gure represents. Decide if you 
want to be a big fi sh in a little pond, a little 
fi sh in a big pond or somewhere in the mid-
dle. Also, be sure to ask about the decision-
making structure. Limited partnerships call 
for a general partner to make most decisions 
but allow the limited partners to vote out 
the general partner for mismanagement. 
Limited liability companies work a lot more 
like a stock investment in which sharehold-
ers elect managers to run things.
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