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The Market Street investment
program focuses on asset
allocation and manager selection. Within asset allocation
we are seeking to invest in the
most attractive asset classes,
while with manager selection
Robert White, CFA, we aim to identify the best
CFP, Director,
managers to provide exposure
Investments
to each asset class. Here we
will focus on how Market Street conducts
manager selection.
Market Street’s manager due diligence process
intends to sort the wheat
from the chaff. We not only
identify those managers who
have the ability to outperform, we must also gain confidence in their ability to persistently outperform.
Idea Generation comes from a variety of
sources. The Investment Team utilizes data
providers including Morningstar and Bloomberg, as well as external investment advisors,
established industry contacts and networking
at conferences to create Market Street’s
knowledge base of investment firms and strategies. In addition to Market Street’s in-house
investment team, additional manager ideas are
sourced from Clear Brook Advisors and
Rocaton Investment Advisors, Market Street’s
investment consultants.
Once we have identified the need for a new
manager, Quantitative Analysis is conducted
and will include all known managers in a particular asset class. To narrow the universe of

potential funds, we review performance over
various discreet and rolling time periods, and
during varying market environments. Given a
lack of published after-tax return numbers, a
key component of our quantitative research is
Tax Efficiency Analysis. The amount of
trading a fund does is highly correlated with its
tax efficiency. Working in conjunction with
the Market Street Tax Team, we seek to understand a fund’s historic and likely future
turnover characteristics. We will also review
Annual Report & Accounts to understand the
level of unrealized gains or losses within a
fund.
Market Street then conducts Qualitative Due
Diligence on short-listed funds through onsite interviews with each organization’s portfolio management team as well as other senior
investment and operational personnel. Our
process aims to ensure we fully understand the
investment philosophy and process of each
short-listed manager. We will also gain an
understanding of how each manager selects
securities, constructs their portfolio and manages the portfolio’s risk. As a part of this analysis, we use historic attribution analysis (an
analysis of good and bad security selection
decisions) to help guide our discussion with
the fund’s investment team. This ensures that
we are able to fully understand why a fund has
performed in a particular manner, and helps to
focus our interview questions on the key decisions. Within this short-list of funds that have
solid performance and risk metrics, we may
identify funds that have lost key personnel, or
that are managed by firms that are not financially stable. During our on-site meetings we

also seek to develop a view of the manager’s character and
integrity.
Once the investment team has identified the ‘best’ manager, a
comprehensive Due Diligence Memorandum is prepared for
Market Street management’s review and approval. The Memorandum details the investment rationale, the manager’s strengths, as
well as any concerns or weaknesses we may have identified.
The manager due diligence process does not end there. Once approved, all funds are continually monitored against their benchmarks and respective peer groups, with in-depth positioning and
attribution analysis generated and reviewed by both the Market
Street investment team and our independent consultants. While
we conduct an onsite due diligence visit with each of our managers
once a year, the Investment Team is in regular contact with investment managers during the year through conference calls and emails. We are constantly testing our original investment thesis in
order to maintain our confidence in the persistence of a manager’s
long-term outperformance.

As you can tell, Market Street spends a significant amount of time
and resources screening investment managers before committing
our clients’ capital. In addition, manager turnover can be costly
due to the realization of capital gains and general transaction
costs. Unfortunately, there will be occasions when removing an
investment manager becomes necessary. Factors that can reduce
our conviction in a manager include the departure of key investment team personnel, an unexpected change in the manager’s
investment style or a sustained period of underperformance that
cannot be justified. Through our intensive initial investment manager due diligence process we aim to minimize the frequency of
manager terminations.

Although past performance is no a guarantee of future performance, we believe that a solid understanding of a manager’s investment process, philosophy and investment style provides us
with the conviction we need to invest for their future performance.

Tough Talks with Our Parents: Preparing our parents and ourselves
In this edition of The Market Street Advisor, we bring you another article excerpt from the online lifestyle magazine,
ASharpEye.com, which recently addressed the potentially awkward task of talking with parents about aging and end of life issues. Guiding families in these conversations across generations
is an integral part of our family office services. We work closely
with client families to ensure that the proper documents are in
place, and that families discuss legacy, priorities and final wishes.
For your parents’ end of
life wishes to be honored
they need to have certain
legal and financial documents in place before
By Nancy Ireland, Co-Founder
they die or become ill,
and their family should understand what their funeral and burial
wishes are. I’m not talking about role reversal, or parenting our
parents. Nothing will upset a conversation about these topics
faster than if they feel they are being overpowered and bossed
around. It’s about becoming partners with them in the process of
their aging. I haven’t been perfect at this but I am usually put in
my place by my mother’s fierce independence.

Seven important questions to ask your parents:
Where do you envision living as you get older and need care
assistance? A senior residential community? A home? Your
current home? There are costs associated with each plan, as well
as quality of life issues. Do they want to be around people? Living at home can become isolating, but familiar and comfortable.
Do you have a will? 55% of older adults do not have wills, leaving the state to decide on the disposition of their assets. This

process is lengthy, costly and might not be the way your parents
wanted their assets allocated.
Have you appointed a power of attorney? It designates a person to take over your parents’ financial and legal affairs if they
become unable to do so themselves. If there is no designated
power of attorney, a judge will decide which may make life very
complicated for a surviving spouse if there is one.
What do you think about long-term health insurance? This is
a very complicated and difficult issue because this type of insurance is expensive and rates keep climbing. This insurance partially
covers the costs of long-term assisted living, at-home or nursing
home expenses, which are not usually covered by Medicare.
These costs can run into the hundreds of thousands of dollars.
Do you have advanced healthcare directives? These include a
living will (written instructions for their desires regarding lifesustaining measures), a health proxy (designates someone to make
health-related decisions on their behalf fi they are not able) and a
HIPPA release (allows another person to access their medical
records, which insurance claims will need). These directives vary
from state to state and forms can be downloaded from the National Hospice and Palliative Care Organization’s website
(www.caringinfo.org).
Do you have an authorized user on your bank and investment accounts? This usually is the same person who has the
power of attorney. Someone needs to be able to access accounts
in the event that your parents can no longer manage their finances or die.
Do you have any wishes for your funeral and burial? This one

is SO helpful for family. My unsentimental mother just guffaws
and tells me to put her into recycling. My stepfather has an entire
folder of where he wants to be buried, the church in which he
wants the service and the hymns. Which approach do you think
gives more guidance?
Starting the conversation is delicate and awkward at best. No
one wants to talk about their own demise, especially an older
person, and the topic can be upsetting for their family. I try to
keep it light with my mother. I start with ‘If you got hit by a bus
tomorrow…” which diffuses the tension around her being elderly and could happen to anyone. I can then launch into whatever
issue I need to discuss with her. My other tactic is to say something along the lines of “I am drawing up a will for myself and I
feel it is important for everyone to have one. Do you have a will?
Should I know where it is in the event that I need it?” Everyone
is different and you’ll need to give some thought to what will

work best with your parents.
Ask your parents to create a “master file” or document box
which will hold their financial, insurance and health documents
along with other information.
A final thought, my mother is 94 and going strong. I am mindful,
however, that while she might be around for many more years, it
won’t be the forever I assumed when I was young. I am taking
the time now to ask her about her life, her thoughts and feelings
on the events in her life, and to also bury any hatchets. She is an
amazing person and while her lack of sentimentality might have
seemed cold to me growing up, it served her well for coping with
several unfortunate events in her life, and again now as she faces
being 94 with most of her friends gone.
To read the complete article, which includes a list of what should be included
in your parents’ master file, visit: www.ASharpEye.com.

Part 3: Exploring Your Family’s Intellectual and Social Wealth
Following is the third installment of Wealth in
its Fullest Sense, an in-depth look at nonfinancial wealth. If you missed the first two
parts, or would like a second look, please visit
www.marketstreettrust.com to find the April
and July 2015 issues of The Advisor. Stay tuned
for the fourth and final part in our next issue!
Rachel Sherman,
Vice President,
Client Service

What is Intellectual Wealth?

According to Jay Hughes, as described in his
influential book Family Wealth, Keeping it in the Family, the intellectual capital of a family is comprised of “the knowledge
gained through the life experiences of each family member, or
what each family member knows.” (p. 17) Think of all the things
you know. And then multiply that by the number of your siblings,
children, cousins, parents, grandparents, grandchildren, nieces,
and nephews. That’s a huge body of knowledge! Success and experience in academics, career, politics, arts, and endeavors of all
sorts can make up a body of knowledge that adds to the nonfinancial wealth of the family.
Why care about this? I think we should care about this because it
has the potential to deepen family relationships and add value to
your own life. Consider the story I heard one father tell. He loved
the guitar and played when his children were young. But as the
demands of his career and need for him to be more involved in
child rearing set in, he had to set aside his guitar. But only for a
time. When his children became teenagers, he was delighted when
one of his daughters wanted to learn guitar, and then was shocked
when she wanted to learn from him! His playing skills suddenly
became relevant to his daughter, and of importance in their relationship at a time when children begin to pull away from the influence of their parents.

Many parents do teach their children what they know but teaching
and mentoring should and can occur more broadly. I know of a
family that widely passes around to their siblings and cousins
great works of fiction and non-fiction that have been impactful
on them. There is a group of extended cousins who are drawing
from their collective experience in finance, accounting, education,
social services, and public relations to invest in the children and
young adults in their extended family (essentially, their nieces,
nephews, and cousins) through the work of their family foundation. They’ve even developed a formal internship program, and an
annual youth board grantmaking event for children. I’ve watched
the older cousins (teens) teach the younger ones (ages 6 and up)
about the importance of giving back to the community, and it is
an inspiring sight!
Finally, the importance of supporting career exploration and development should be mentioned. As I will discuss in the final
installment of this series, developing one’s own competence in
something meaningful is needed to build a firm foundation necessary to forming satisfying family relationships. There are few better ways of developing competence than building a successful career. Such success
can never be handed to
another; it must be grown
over time, often with perseverance to overcome obstacles and disappointments
along the way. Even if a young person has the means to live comfortably on the financial wealth he or she has been given, this gift
may end up more of a burden than a blessing if it hinders his or
her ability to gain competence in something meaningful. Family

members can play a crucial role not only in emulating the character traits necessary to building confidence, but also in providing
exposure to different career paths and providing information
about what the working world is like. I am aware of one inheritor
who was mentored by her aunt in the field of design to gain
knowledge and exposure in this career path, and has since spread
her wings to establish her own interior design business. Mentoring is discussed further below, but a word of caution here: the key
to a good mentoring relationship in the family is that the mentee
truly wants to go in that direction; a child who has the family
business thrust upon her by family elders without any regard to
her interests and goals is likely going to be turned off, not turned
on, to that career path.
What is Social Wealth?
First, let’s make clear what social wealth, also called “social capital,” is not. Social capital is not synonymous with one’s social
media presence. I was recently talking to a client about the concept of social capital and she remarked, “wait a second, I thought
we want our family to be careful about using social media.” Yes,
we do want to be careful about what we say on social media! We
talk a lot about cybersecurity with our clients and ask them to
take substantial precautions. But social capital has nothing to do
with social media.
Social wealth has everything to do with real relationships formed
over time. Your social wealth is made up of the web of valuable
relationships among your friends (the living and breathing kind,
not the solely digital kind), colleagues, classmates, and neighbors.
Think of those whose company you have enjoyed at school, in
your travels, and in your childhood neighborhood. Think of those who attend
your book club, running group, gym, and
alumni and professional networking
groups. Joline Godfrey, in Raising Financially Fit Kids, describes social capital to
include “your membership on boards . . .
the relationships you have built while
helping out at a food bank or working on
a political campaign . . . it’s the networks

you contribute to that you can also turn to for support.” (p. 25)
These people add to the richness of our lives. Younger generations can benefit from the already established relationships of
their elders, for example, in mentoring relationships. Jay Hughes,
in Family Wealth, talks at length about the importance of mentoring relationships, stating that it is “a relationship of the highest
order, based as it is in the giving of complete trust, one to another, with the nakedness and openness of spirit such a gift entails.
Not to have a mentor is to risk finding oneself in a dark world
with no place to go . . .” (p. 166-67). Connectors will also exist in
the social wealth of a family – those people who can see the interrelatedness of people to the experiences, skills, and interests of
others and connect them. I know of one family member who
loves helping others find great jobs, and spends time connecting
family with those in his professional network to that end. Unlike
social media relationships, which can instant and shallow, real
relationships can be called upon to lend wisdom and guidance,
and real value, to your family.
An excellent use of your social capital can be to help your children develop the financial skills they need to become grounded
about money. Joline Godfrey recommends that you marshal
trusted adults – a best friend, grandparent, an advisor, an aunt, a
coworker – to bel “money mentors” to your children. These
money mentors can apprentice your children in their development of key money skills. Joline tells the story of Kimberley
Clouse, a money mentor to one of her young nieces, who gave
the niece an ATM bank (available online) to teach her that money doesn’t appear magically but that you have to deposit money
to have money. She also gave her a budget for her birthday gift
along with a shopping trip to show her how far $30 can go in
buying the toys she wants. (p.27-28) The value to that niece of
her aunt’s mentoring is hard to overstate. These kind of experiences speak in ways that sometimes parents’ own voices cannot.
As we have explored intellectual and social wealth, I hope that
your mind has turned to ways you can learn more about your
family’s depth in these areas. The wisdom and experiences that
can be gained from tapping into this wealth can immeasurably
impact the lives of those you love, as well as your own!
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