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“Investments can 
serve one of three 
basic functions; 

Growth, Risk 
Reduction, and 

Inflation 
Protection.” 

 
 
 
 
 
 
 

Get a G.R.I.P.TM on Your Portfolio 
By:  Adam S. Drake, CFA and Kenneth E. Karr, CFP 

 
Yogi Berra, while sitting down 
at a pizza restaurant, was 
reported to have said, “You 
better make it four slices. I 
don't think I could eat eight.” 
Replace “pizza” with “asset 
allocation pie chart” and we 
think Yogi was actually on to 
something. Ask any investor to 
think about asset allocation, 
and pictures of pie charts 
sliced into numerous colorful 
slivers come to mind. While 

there are benefits to viewing asset allocation 
this way, there are also major drawbacks. One 
benefit is that an investor can see all the 
asset classes they’ve covered (large caps, 

small caps, 
international, bonds, 
etc.). The drawbacks 
are: it is difficult to 
know if the 
proportions are 
correct, slices can 
limit flexibility within 
specific asset classes, 
and too many slices 
can be confusing. But 

the biggest criticism is that current pie charts 
don’t tell what purpose the investments are 
serving. Said another way, what function does 
an investment serve in your portfolio? To 
remedy this confusion, we have created the 
concept of Functional Investing TM. 
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Functional Investing is a new perspective, not 
a change in underlying investment philosophy, 
although we think the concept will guide us as  
portfolios evolve. It’s really a tool for 
Highland Investment Advisors and for our 
clients. Let us explain. Portfolio holdings 
aren’t just there to fill up a pie chart. Our 
view is that investments can serve one of 
three basic functions: Growth, Risk reduction,  
or Inflation Protection – G.R.I.PTM for short. 
Growth assets are primarily stocks, both 
international and domestic, which seek 
capital appreciation. Risk reduction assets 
include cash, bonds, hedged strategies, 
insurance, and annuities. These are the 
primary means we use to adjust risk in clients’ 
portfolios. Inflation Protection assets include 
commodities (agriculture, metals, precious 
metals, and energy), international and 
domestic real estate, and Treasury Inflation 
Protected Securities (TIPS). These assets aim 
to protect purchasing power over time. 
 
Some assets listed above serve dual functions. 
For example, TIPs are a type of U.S. Treasury 
bond that can help reduce risk while  
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GRIP Continued  
simultaneously providing inflation protection.  
Stocks themselves are inflation hedges since 
companies may be able to pass along price 
increases caused by inflation. This could lead 
to higher profits and ultimately higher stock 
prices, giving shareholders a buffer against 
inflation. 
 
Functional investing helps us meld the 
financial planning objectives of our clients 
with a portfolio appropriate for their goals. 
G.R.I.P. ensures that the portfolio allocation 
is thorough, thoughtful, and is designed 
around a client’s purpose for investing. We 
believe every portfolio should have 
representation of Growth, Risk reduction, and 
Inflation Protection assets. The application of 
Functional Investing allows Highland 
Investment Advisors to more effectively 
formulate an appropriate investment strategy 
around your wealth management plan. 

“Failure to take 
action can have 

disastrous 
consequences for 

your family.” 

 
Put an Estate Plan in Place Today 
By:  Al Young 

 
When I was an undergraduate 
student at Marquette 
University, the one common 
condition my friends and I 
shared was that we had no 
money. Mark was the 

exception. He had a lot of money. He had a 
new Mustang, a great stereo, and lived off 
campus in a new high rise apartment building.  
He seemed to have everything. As it turned 
out, he was missing one thing – parents.  
Mark’s parents died in a car accident when he 
was in high school. 
 
Unfortunately, Mark’s parents did not do any 
estate planning. They didn’t even have a Will, 
so Mark and his sister inherited everything on 
their 18th birthdays. While we were sorry 
about his tragedy, we loved having a friend  

 
Ken Karr, CFP and Adam Drake, CFA are 
partners at Highland Investment Advisors, 
LLC, a registered investment advisor (RIA) 
providing investment management and 
financial planning since 2006. Based in 
Milwaukee, WI, the firm serves clients in eight 
states and manages investments for 
individuals, retirement plans, not-for-profits, 
and independent investment advisors. They 
can be reached at 414-755-2309 or 
info@highlandinvestmentadvisors.com 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
who not only had what seemed like endless 
amounts of money, but also who couldn’t 
spend it on himself, and on us, fast enough. I 
don’t know what happened to Mark. He 
dropped out after our 
sophomore year and I 
lost track of him. 
 
As a father, I often 
think of Mark, all that 
money and how it was 
spent. I have worked 
hard to build my estate and to provide 
financial security for my family. The last thing 
I want if something happens to my wife and 
me is for my children to receive an 
inheritance when they are 18 year old high 
school students. 
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Estate Planning Continued 
Mark is just one real life example of why 
estate planning is so important. If you think 
about your own family situation, other 
potential disasters associated with inheriting 
large sums of money may readily come to 
mind–a child or other family member has 
creditor problems, a bad marriage, addictions 
to alcohol or drugs–to name a few. 
 
So why doesn’t everyone have an estate plan? 
The three most common reasons I hear from 
people who eventually do come to see me 
are: 1) a reluctance to face one’s own 
mortality, 2) a fear that estate planning will 
be complicated, and 3) a natural reluctance 
to disclose private information about one’s 
estate to a stranger. While these fears are 
real, failure to take action can have disastrous 
consequences for your family. To overcome 
the fears, begin with small steps. 
 
First, make a list of your assets and debts 
showing their current values. Your financial 
advisor should have a template you can 
follow. For life insurance policies, retirement 
plans and IRAs, make sure the beneficiaries 
are current. 
 
Second, determine who you want to inherit 
your estate and at what age(s). Consider 
staging the ages when a child or grandchild 
will receive an inheritance. Perhaps 1/3 
should be distributed at age 25; 1/3 at 30 and 
the balance at 35. The distribution scheme is 
limited only by your imagination. But the 
important point is that you get to choose. The 
loved one does not automatically receive 
everything at age 18. 
 
Third, consider the appropriate individuals 
(primary and alternate) to serve as your 
personal representative to handle your estate. 
If a minor or young adult will be a beneficiary, 
consider who should serve as trustee (again, 
primary and alternate) to manage the  

 
inheritance until the minor or young adult 
attains the age you specify. 
 
Lastly, ask relatives, trusted friends and 
advisors for the names of competent estate 
planning attorneys. Most attorneys offer a 
free consultation to new clients. Take 
advantage of that to meet with two or three 
attorneys to find one that you feel you can 
trust. 
 
Over and over again, clients tell me that they 
feel a great weight lifted from their shoulders 
after they execute their estate planning 
documents. Avoid the mistake made by the 
parents of my college friend Mark. Put an 
estate plan in place today. 
 
Al Young is a shareholder with the law firm of 
Fox, O’Neill & Shannon, S.C. in Milwaukee, 
WI.  He concentrates his practice on estate 
planning, tax and business law.  Al can be 
reached at 414-273-3939 or 
atyoung@foslaw.com. 
                            

Bridging the Gap with Return of 
Premium Term Insurance 
By:  Eric Ruh 

 
“Buy term and invest the 
difference.” “Paying for term 
insurance is like throwing your 
money out the window.” 
”Whole life insurance is a 
great ‘investment’” “Whole 

life insurance is like throwing your money 
down a hole.” 
 
How many of these statements have you 
heard, believed, or misunderstood? This 
article is not meant to uncover all of the 
mysteries of life insurance, but to explain one 
option that truly may “bridge the gap”  
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Insurance Continued  
between all types of coverage, Return of 
Premium (ROP) Term. 
 
ROP is a product that is a bit more expensive 
than regular term insurance, yet is much less 
expensive than whole life insurance, and 
serves the same purpose. If you die 
prematurely during the insurance period, your 
family receives a death benefit. The kicker 
though (just like the name implies) is if you  
do not die during the insurance period, the 
owner of the contract will receive their entire 
premium back. These products typically range 
from 15 to 30 years of coverage. 
 
Let’s take a look at what the numbers look 
like for a 35 year old male purchasing a 
$250,000 life insurance contract. Please note 
that the following figures are for illustrative 
purposes only. 
 
Scenario one:  Buy a 20 year basic term 
contract. Premium is $207 per year or $4,140 
over the full term. If the insured does not die, 
no money is returned. 
 
Scenario two:  Buy a 20 year ROP term 
contract. Premium is $761 per year or $15,220 
over the full term. If the insured does not die, 
the insured gets back the entire $15,220. 
 
Is the return of premium worth the additional 
$554 per year? If you invested $554 per year 
for 20 years, you would have to earn 
approximately 3.2% annualized after tax to 
grow your investment to $15,220. For 
comparison, 10-Year U.S. Treasury bonds are 
yielding 2.59% as of November 9, 2010. 
 
So, what is the right product for you: basic 
term, whole life, or return of premium term?  
Is there something in the middle that fits your 
situation? The answer is it depends. It 
depends upon your goals, time horizon, 
strategy, current assets, economic outlook, 

income range, and what you really want your 
life insurance coverage to do for you. These 
questions should be asked and answered with 
a licensed professional before you take the 
plunge and purchase your first or additional 
coverage. 
 
Eric Ruh is an independent insurance 
representative at CPS Horizon Financial Group 
in Hales Corners, WI. His practice includes 
Life, Disability, Long Term Care, Indexed 
Annuities, and Linked Benefits. He can be 
reached at 414-427-8660 or ericr@idcnet.com. 
 

Traditional IRA vs. Roth IRA: 
To Convert or Not To Convert 
By:  Bruce Pietrantonio 
 

You may have been thinking 
about your retirement and 
came to the realization that 
your Social Security Benefits 
alone will not provide the 
income necessary for you to 

maintain your standard of living in your 
retirement years. You took steps to remedy 
this situation by opening and funding a 
traditional IRA plan some time ago. You were 
entitled to take a tax deduction for the 
amount of your contribution but you will be 
taxed when you begin to take distributions 
from your IRA after you reach the age of 59 
½.  
 
Roth IRA’s differ from traditional IRA’s as the 
contributions made to a Roth IRA are not 
deductible for tax purposes but the 
distributions taken from a Roth IRA are not 
taxable to the taxpayer. The dilemma: take 
the tax deduction now and pay taxes later or 
make non-deductible contributions now and 
pay no taxes later. 
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Roth Conversions Continued  
If you believe you may be better off with a 
Roth IRA as opposed to the traditional IRA  
that you have, you can convert your 
traditional IRA to a Roth IRA in 2010 
regardless of income and spread the tax 
burden over the next two years under current 
tax law. 
 
Converting your traditional IRA plan into a 
Roth IRA will cause a taxable event. The 
distribution from your traditional IRA will be 
taxed as ordinary income to the extent that 
your distribution exceeds your basis. You will 
be taxed at your effective tax rate. The 10%  
penalty for early distributions does not apply 
to conversions.  
 
Under current tax law you can elect to pay all 
of the taxes on this distribution in 2010 or you 
can elect to spread the tax burden over two 
years, 2011 and 2012. You may report half the 
income from your distribution in 2011 and the 
other half in 2012. You will pay no taxes on 
this distribution in 2010 if you decide to 
spread the tax hit over the two years. 
 
There are a few things to be aware of if you 
are planning to convert your traditional IRA. If 
you have multiple traditional IRA accounts 
that you want to convert, they must all be 
converted the same way.  That is that you 
elect to pay all of the taxes in 2010 or you 
elect to pay the taxes over the two years 2011 
and 2012. You may not elect to pay the tax in 
2010 on one conversion while paying the taxes 
over two years on another conversion. All 
conversions must be done in the same 
manner. However, couples that each have a 
traditional IRA, may elect to treat their 

conversions using the two different rules. One 
spouse can elect to pay the tax upfront in 
2010 while the other spouse can elect to 
defer the tax bill until 2011 and 2012. 
 
Should you decide to cash in on the current 
very favorable Roth conversion rules for 2010 
you may want to consider using separate Roth 
IRA’s for different asset classes. If one 
segment of your Roth IRA investments 
declines in value while other segments 
increase in value you can switch the non-
performing account back to a traditional IRA 
tax and penalty free. You have until October 
17, 2011, providing you filed your 2010 tax 
return timely, to un-convert your Roth 
conversion. 
 
Bruce Pietrantonio owns BPA & Associates, 
LLC in Wauwatosa, WI. He concentrates his 
practice on tax and accounting work for 
individuals and small businesses. Bruce can be 
reached at 414-443-9680 or 
BPA6101@aol.com. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 

Page 5 

mailto:BPA6101@aol.com


Volume 1, Issue 1 
 Highland Columns 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

“Promoting your prosperity, 
protecting your peace of mind”

Highland Investment Advisors, LLC 
3112 W. Highland Blvd.  
Milwaukee, WI 53208 

 
Phone: 

414.755.2309 

Fax: 
414.755.2313 

E-Mail: 
info@highlandinvestmentadvisors.com

 
 
 
 
 
 
 
 

Visit us at: 
www.HighlandInvestmentAdvisors.com

 
 
 
 
 
 
 
 
 
 
 
 
 
Disclaimer 
The opinions expressed here are the views of the writer and do not necessarily reflect the views and opinions of Highland 
Investment Advisors, LLC.  While every effort is made to ensure the accuracy of the information contained herein, 
Highland Investment Advisors, LLC assumes no liability or responsibility for the completeness, accuracy or usefulness of 
any of the information.  Guest authors above are neither employees nor independent contractors of Highland Investment 
Advisors, LLC.  No referral agreement exists between Highland Investment Advisors, LLC and the firms above.  The 
information is published for informational purposes only and does not constitute an offer, solicitation, or recommendation 
of an investment or advisory service. Our privacy policy can be found on our website at Highlandinvestmentadvisors.com. 
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