QUESTION ONE: INVESTING POLICY STATEMENTS (IPS)
An investing policy statement is usually a document between an investor (Horatio & Helene) and the investment manager, from a registered investment company (Wally) that indicates the agreements between the two parties regarding issues involving how the investor’s money and wealth is to be managed. Below is an in-detail investment policy statement (IPS) for Horatio and Helene.
Investing Policy Statement (IPS) for Horatio and Helene.
Executive Summary
	Investment philosophy
	Protection of asset base, Risk Averse investment strategy and rigidity about not investing in emerging markets, technology and oil stocks nor commodities, Derivatives, trading on margin, short- selling, hedge funds and complicated instruments such as collateralized debt obligations are strictly frowned upon.
Portfolio investments of 60% and 40% in savings bonds and apple stock respectively

	Investment objectives
	 Objective 1: to purchase a house by year end 2022 for $2200000
Objective 2:to raise $100,000 USD for Doe tuition and upkeep
Objective 3:to raise $20,000 for travelling to see Ray compete
Objective 4:to retire in ten years to pursue travelling
Objective 5:to raise $24000 for annual expenses including property taxes and utilities


	Asset Allocation
	House/down payment: purchase a house with a 25% down payment with the balance being financed with a semiannual mortgage compounded at a rate of 2.1%, five-year term amortized over 25 years.
Retirement: maintain an annual pension equal to 70% over a five-year active employment period.
Participation in RRSP’s


	Tax Strategies
	TSFA’s (tax free savings financial accountant)
35% on average

	Other Considerations
	1: $100,000 donation to Greenpeace
2: leave a meaningful inheritance to their children
3: RESP’s (registered education savings plan)
4: travelling

	Marginal tax rate
	52% combined

	Inflation rate
	Less than 2%



QUESTION TWO: HORATIO& HELENE ASSET ALLOCATION.
An investment strategy which divides investor’s investment portfolios among different diverse asset categories to reduce, minimize and eradicate risks, is called an Asset Allocation strategy. The asset portfolio classes could be ordinary shares, fixed securities and cash & cash equivalents. The asset allocation portfolio for Horatio and Helene is as follows, following a structure of 60/40 between shares and cash only.
· Shares
Small-cap growth shares-25%
Bigger-cap shares-15%
Global shares-20%
(1,320,000)
· Cash
Money market-40%
(880,000)
The distribution of their investment between the two categories, therefore, may look like this: 1320000, 880000.

QUESTION THREE: SECTOR RECOMMENDATIONS
This section provides the sector recommendations for Horatio and Helene, which is important for allocation of new capital when investing. It is all about allocating the capital between sectors. It is wise to invest the same amount of money every month for individual stocks that will hopefully pay a stream of dividends. The optimal allocation for Horatio and Helene would be as follows

	Allocation
	Sector

	20%
	Consumer staples

	40%
	Health care

	20%
	Industrials

	10%
	Sports

	10%
	Tourism and travels


This sector allocation will help Horatio and Helene to avoid the risk of choosing too many stocks from the same sector which are massive. The sectors are recommended since Horatio and Helene are familiar with them and are in consideration of their key objectives of staying healthy and fit and supporting their children’s dreams among others.



