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LPL Financial Research

About LPL Financial Research

LPL Financial Research works continuously to help your financial advisor 
interpret and adjust to the latest developments in the world’s capital markets. 

As the industry’s leading independent brokerage firm*, LPL Financial has 
no proprietary products to sell, no investment banking relationships to 
promote, nor any other business conflicts to get in the way of providing 
unbiased recommendations. The breadth of LPL Financial research 
coverage—mutual funds, separate accounts, fixed income, exchange 
traded funds, alternative investments, variable annuity sub-accounts and 
more—reflects a focus on helping meet the needs of clients, rather than 
“pushing product” or moving inventories of securities.

The LPL Financial Research team

The LPL Financial Research team consists of seasoned and accomplished 
industry veterans, comprising one of the largest and most experienced 
research groups among independent brokerage firms. 

The goal of LPL Financial Research is to be your advisor’s trusted partner. In 
order to be successful, it is critical that all LPL Financial advisors have access 
superior unbiased investing ideas, timely market perspective, and ongoing 
support. The delivery of timely, in-depth, unbiased research on varying 
investment products, asset allocation strategies, and the financial markets is 
designed to provide your financial advisor with a powerful tool that is a distinct 
advantage in helping them achieve your financial objectives.

LPL FINANCIAL: THE ORGANIZATION

Research Organization

Portfolio Strategy

Portfolio Strategy expertise truly sets LPL Financial Research apart from its competitors. LPL Financial Research Analysts 
determine the asset allocation models based on investment objectives and the strong relationship between risk and return in the 
portfolios and then select the models and combinations of managers for each portfolio based on a variety of characteristics and 
corresponding performance in over 300 different market conditions using their proprietary statistical SAT tool.

Investment Manager 
Recommendations

Investment manager selection and due diligence efforts for mutual funds, money managers, and alternative investment 
strategies is based on a strong and thorough investment discipline. LPL Financial Research's recommendations are unbiased. As 
an independent firm, you and your advisor can be confident LPL Financial Research is making decisions based solely on 
recommending the best investment option for a specific purpose. The research process combines quantitative and qualitative 
screening factors and analysis that do not include or consider in any way any financial arrangements or business relationships 
that may or may not exist between LPL Financial and the manager.

Quantitative Analysis
The function of the Research Analytic Group is to perform quantitative analysis, performance measurement, attribution, and 
appraisal of LPL Financial Research’s recommendations and platforms, while managing the underlying data and application usage 
of products and services within the team.

Investment and Market 
Communications

The Investment Strategy Group is focused on delivering timely, efficient, and accurate communication of the team's 
investment advice to help you and your advisor stay informed. The ASK Research service desk, a dedicated team of research 
professionals, is ready to address your financial advisor’s market and investment advice questions.

LPL Financial Research

* As reported in Financial Planning magazine, June 1996 - 2009, based on total revenue. 





Cycle of Investor Emotions

*Source: Ken Kivenko, 7/29/05, The Fund Library.

  Investor Emotion Chart. Source: Index Funds: The 12-Step Program, M.T. Hebner, 2004.

  Graph courtesy of Goldman Sachs.

“Behavioral finance scientists have studied investor behavior and concluded investors go through a  
  multi-phase internal process before they decide to react to bad news.”*

INVESTMENT PRINCIPLES
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investment principles

Common investor challenges

Not having a clearly defined investment objective 

Whether building a new house or an investment portfolio, you first need 
to establish a solid foundation. Gaining an in-depth understanding of your 
unique financial goals is key to this process. Your personal portfolio 
investment objective will take into account your risk tolerance and time 
horizon. Specific strategies can be created to address a single objective or 
a combination of objectives simultaneously.

Improperly judging risk  

In general, the longer the time horizon of your investments, the more risk 
you can take on. Many investors, fearing even a little amount of risk, focus 
only on investments that address short-term volatility even though their 
time horizon may be 20 years or more. The result is a poorly performing 
portfolio in relation to their investing goals and time horizon.

Being overconfident in a single stock or sector   

Relying solely on your intuition or creating attachments to specific stocks 
or sectors without reading impartial analyses and reports can lead to poor 
investing decisions. For example, employees of a firm will often make 
excessively large allocations to their employer’s stock, believing they can 
better predict the stock price because of their intimate knowledge of their 
firm. This is not always true, as demonstrated by cases such as Enron.

Not investing globally 

A well-diversified portfolio should include assets with low correlation  
to each other. Many American investors tend to lean toward domestic 
securities and avoid global investing opportunities altogether. By investing 
only in U.S. stocks, you could miss out when foreign stocks perform well. 

Being led by your emotions  

Every day you hear new theories or speculation about the direction of  
the stock market from the media, friends, family and coworkers. It can  
be challenging to sort through differing opinions, filter out the noise  
and stay focused on your long-term investing goals. Many investors  
find themselves preoccupied with the fear of investment losses and  
mistakenly make costly investment decisions.

Paying too much in taxes  

Structuring your investments properly by mitigating the effect of taxes  
on your portfolio can help preserve and ultimately grow more of your 
investments over time. Not using tax-efficient money managers or 
strategies where appropriate may cause you to pay taxes unnecessarily.  

International investing involves special risks such as currency fluctuation and political instability and may not be suitable for all investors.









Investment principles

The Emotional Rollercoaster

Source: Zephyr, LPL Financial Research

Past performance is no guarantee of future results.

The Dow Jones Industrial Average is comprised of 30 stocks that are major factors in their industries, and widely held by individuals and institutional investors. The Dow Jones is 
an unmanaged index which cannot be invested into directly.

Stock investing involves risk including loss of principal.

Headline buzz words detail the emotional rollercoaster that is a market downturn and upswing
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Investment principles

To Invest or Not to Invest?  
Every Year has a Reason to Say “No”

Source: Bloomberg as of 12/31/07 

Note: This is a hypothetical example and is not representative of any specific situation. Your results will vary. The S&P 500 Composite Index is an unmanaged index and cannot be invested into directly. 
Investing in stocks involves risk including loss of principal.

The Standard & Poor’s 500 Index is a capitalization-weighted index of 500 stocks designed to measure performance of the broad domestic economy through changes in the aggregate market value of 500 
stocks representing all major industries. The S&P 500 is an unmanaged index which cannot be invested into directly.

Stock investing involves risk including loss of principal. Past performance is no guarantee of future results.

Even through many market conditions, $10,000 invested in the S&P 500 Index in January 1934 would have 
been worth $18 million by December 2007

1934 Depression

1935 Spanish Civil War

1936 Economy Still Struggling

1937 Recession

1938 War Clouds Gather

1939 War in Europe

1940 France Falls

1941 Pearl Harbor

1942 Wartime Price Controls

1943 Industry Mobilizes

1944 Consumer Goods Shortage

1945 Post-War Recession

1946 Dow Drops 200, Mkt Too High

1947 Cold War Begins

1948 Berlin Blockade

1949 Russia Detonates

1950 Korean War

1951 Excess Profits Tax

1952 U.S. Seizes Steel Mills

1953 Russia Detonates H-Bomb

1954 Dow Drops 300, Mkt Too High

1955 Eisenhower Heart Attack

1956 Suez Canal Crisis

1957 Russia Launches Sputnik

1958 Recession

1959 Castro Seizes Power in Cuba

1960 Russia Down U-2 Plane

1961 Berlin Wall Erected

1962 Cuban Missile Crisis

1963 Kennedy Assassination

1964 Gulf of Tonkin

1965 Civil Right Marches

1966 Vietnam War Escalates

1967 Newark Race Riots

1968 USS Pueblo Seized

1969 Money Tightens, Mkts Fall

1970 U.S. Bombs Cambodia

1971 Wage and Price Freeze

1972 Largest U.S. Trade Deficit Ever

1973 Energy Crisis

1974 Steepest Mkt Drop in four decades

1975 Clouded Economic Prospects

1976 Russia Launches Sputnik

1977 Market Slumps

1978 Interest Rates Rise

1979 Oil Prices Skyrocket

1980 Interest Rates at All Time High

1981 Steep Recession Begins

1982 Worst Recession in 40 Years

1983 Market Hits New Highs

1984 Record Federal Deficits

1985 Economic Growth Slows

1986 Dow Nears 2000, Mkt Too High

1987 October “Mini-Crash”

1988 Economic Growth Slows

1989 Invasion of Kuwait

1990 Gulf War

1991 Communism Tumbles with Berlin Wall

1992 Global Recession

1993 Health Care Reform

1994 Fed Raises Interest Rates Six Times

1995 Dow Tops 5000

1996 Dow Tops 6400

1997 Dow Drops 554 Points in One Day

1998 Russia Long-Term Capital

1999 Y2K

2000 Tech Bubble Bursts

2001 Weak Corporate Earnings
Terrorist Attacks

2002 Corporate Accounting Scandals

2003 War in Iraq

2004 Fed Begins to Raise Rates

2005 High Commodities Prices

2006 Dow Hits Highest Level at 11,727

2007 Subprime Mortgage Meltdown





Investment principles

The Worse We Feel, the Better the Gains

Source: Bloomberg, LPL Financial

Past performance is no guarantee of future results. Note: In interpreting the consumer sentiment survey, the lower the number, the worse consumer sentiment is.

The Standard & Poor’s 500 Index is a capitalization-weighted index of 500 stocks designed to measure performance of the broad domestic economy through changes in the 
aggregate market value of 500 stocks representing all major industries. The S&P 500 is an unmanaged index which cannot be invested into directly. 

Stock investing involves risk including loss of principal.

Consumers feel the worst prior to large gains in the markets

Consumer Sentiment S&P 500 Price Gain Over  
Next Twelve Months

Less than 60 +23.1%

Less than 70 +18.5%

Less than 80 +13.1%

87 (average) +10.8%

Greater than 90 +10.8%

Greater than 100 +8.1%

Greater than 110 -1.2%



Investment principles

Benefits of Patience

Source: Zephyr, LPL Financial Research

Note: Past performance is no guarantee of future results

The hypothetical portfolio is assumed to be invested in the S&P 500 and does not reflect the deduction of the fees and charges inherent to investing in securities. 
The S&P 500 index is an unmanaged index and cannot be invested into directly. Your results will vary. 

Stock investing involves risk including loss of principal.

The Standard & Poor’s 500 Index is a capitalization-weighted index of 500 stocks designed to measure performance of the broad domestic economy through 
changes in the aggregate market value of 500 stocks representing all major industries. The S&P 500 is an unmanaged index which cannot be invested into directly.

Despite starting at the “worst times,” markets reward investors

Portfolio Begins  
with $100,000 on:

Portfolio Gets  
as Low as:

Portfolio Value 
as of 06/30/08:

Dec 1972 $57,371 (Sept 1974) $3,885,450

Nov 1980 $83,442 (July 1982) $2,238,799

Sept 1987 $70,421 (Nov 1987) $707,302

Feb 1990 $85,311 (Oct 1990) $585,643

Mar 2000 $56,426 (Sept 2002) $111,533



Investment principles

Good News About Bear Markets

Source: Zephyr, LPL Financial Research

Past performance is no guarantee of future results.

The Standard & Poor’s 500 Index is a capitalization-weighted 
index of 500 stocks designed to measure performance of the broad 
domestic economy through changes in the aggregate market value 
of 500 stocks representing all major industries. The S&P 500 is an 
unmanaged index which cannot be invested into directly.

Stock investing involves risk including loss of principal.

The median bear market price decline of 21% has been followed by a 33% price gain within 
the next 12 months

Peak Trough
Duration 
(Months)

S&P 
Price Decline

Price Gain 
12 Months Later

05/29/1946 05/19/1947 12 -28% 19%

02/02/1953 09/14/1953 7 -14% 38%

07/15/1957 10/22/1957 3 -21% 31%

12/12/1961 06/26/1962 6 -28% 33%

02/09/1966 10/07/1966 8 -22% 33%

11/29/1968 05/26/1970 18 -36% 44%

01/11/1973 10/03/1974 21 -48% 38%

06/30/1975 09/16/1975 3 -14% 28%

12/31/1976 03/06/1978 14 -19% 13%

09/11/1978 11/14/1978 2 -14% 12%

02/13/1980 03/27/1980 1 -17% 37%

11/28/1980 08/12/1982 21 -27% 47%

10/10/1983 07/24/1984 9 -14% 30%

08/25/1987 12/04/1987 4 -34% 26%

07/16/1990 10/11/1990 3 -20% 34%

07/17/1998 08/31/1998 3 -19% 40%

03/24/2000 10/09/2002 30 -47% 36%

Median 7 -21% 33%

10/09/2007 03/10/2008 5 -19%

Post War Period



Investment principles

Even Throughout Major Happenings, 
Markets are Resilient 
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1 Pearl Harbor 12/41
2 Korean War 06/50
3 Eisenhower Heart Attack 09/55
4 Cuban Missile Crisis 8/62
5 Kennedy Assassination 11/63
6 U.S. Bomb Cambodia 04/70
7 Energy Crisis 10/73
8 Nixon Resigns 08/74

9 U.S. Bomb Libya 04/86
10 Market Crash 10/87
11 Panama Invasion 12/89
12 Gulf War 12/90
13 World Trade Center Bombing 02/93
14 Orange County 10/94
15 Oklahoma Bombing 04/95
16 Asian Crisis 10/97

17 Russia Long Term Capital 08/98
18 Tech Market Bubble Burst 03/00
19 Terrorist Attacks 09/01
20 War in Iraq 01/02
21 Gulf Coast Hurricane 09/05
22 Subprime Meltdown 10/07

Stock Price Index: NASDAQ Composite
Feb 5-71=100
Dow Jones: 30 Industrial Stocks: Average Price Close

Source:  
Wall Street Journal/Haver Analytics

Past performance is no guarantee of 
future results. Indices are unmanaged 
and cannot be invested into directly.

The NASDAQ Composite Index measures all NASDAQ domestic and non-U.S. based common stocks listed on The NASDAQ Stock Market. The Index is market-value weighted. This means that each company’s security affects the Index in 
proportion to its market value. The market value, the last sale price multiplied by total shares outstanding, is calculated throughout the trading day, and is related to the total value of the Index. It is not possible to invest directly in an index.

The Dow Jones Industrial Average is comprised of 30 stocks that are major factors in their industries, and widely held by individuals and institutional investors. The Dow Jones is an unmanaged index which cannot be invested into directly.

Stock investing involves risk including loss of principal.
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Market Resilience

Source: Bloomberg, LPL Financial Research

Note: Past performance is no guarantee of future results

Stock investing involves risk including loss of principal.

The Standard & Poor’s 500 Index is a capitalization-
weighted index of 500 stocks designed to measure 
performance of the broad domestic economy through 
changes in the aggregate market value of 500 stocks 
representing all major industries. The S&P 500 is an 
unmanaged index which cannot be invested into directly.

When markets rebound following a bear market, gains are captured quickly. Not being invested 
when these rebounds begin can lead to not recouping all possible gains.
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INVESTMENT PRINCIPLES

Missing the best days of the market can significantly reduce  
your returns

Source: Putnam Investments. Data is historical. The example is for illustrative purposes only. Past performance is not a guarantee of future results.

$10,000 invested in the Dow Jones Industrial Average (9/30/87–9/30/07)

For example: 
By staying fully invested over the past 20 years, you would have earned almost  
twice as much as someone who missed only 10 of the market’s best days.

11.48%

8.45%

6.30%

4.54%

Stayed fully invested

Missed 10 best days

Missed 20 best days 

Missed 30 best days  

Missed 40 best days  

$100,000

$80,000

$60,000

$40,000

$20,000

2.94%

Annualized total return





INVESTMENT PRINCIPLES

Importance of rebalancing

As a result of the market �uctuations of one asset class versus another over a given period, all 
portfolios drift over time from their original asset allocation. Rebalancing is an essential component 
of any comprehensive investment strategy and will help you avoid undue shifts in your portfolio due 
to �nancial market trends resulting in risk outside of your desired investment objective.

This example is intended to demonstrate the effects of rebalancing and is not intended to project performance. No strategy assures success or protects against loss.  
Past performance is no guarantee of future results.
Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values will decline as interest rates rise and are subject to availability and change in price.
Stock investing involves risk including loss of principle.

In the example above, a slightly 
aggressive portfolio begins 
with an asset allocation of 60%
stocks and 40% bonds.

Original allocation Nonrebalanced portfolio Rebalanced portfolio

If the performance of the  
investments pushes that mix  
to 85% stocks and 15% bonds, 
the portfolio is now riskier than 
the desired allocation.

By rebalancing, your portfolio 
could avoid this type of 
market-driven change and keep 
it in line with your objectives 
and risk tolerance.

40%
Bonds

60%
Equities

15%
Bonds

85%
Equities

40%
Bonds

60%
Equities



De�ning your needs and goals

The �rst and most important step in the investment consulting process is Discovery. We will 
help you clearly identify your short- and long-term investing goals, tolerance for risk and wealth 
management needs. Perhaps you have always wanted to purchase a second home, start a 
new business or establish a charitable foundation. Whatever your needs may be, we can help 
you get there by de�ning your investment objectives and then customizing a portfolio designed 
to address your unique situation.

CLIENT DISCOVERY

Discovery About You

What are your hopes and dreams?

Are there investments you�d like to avoid as a 
matter of principle?

What are your income needs?

Do you have any speci�c tax considerations?

What sort of risk and return characteristics are 
you looking for?

Do you have any short-term cash needs?

What other investments do you have?

What has your experience been with other 
�nancial advisors?

Designed For You   
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