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Foreword

The investment game has changed over the past two decades. Histori-
cally, the challenge facing investors has been to identify good invest-
ments. While that’s obviously still important, investors increasingly
recognize that that alone isn’t enough. Five good mutual funds can still
make a bad portfolio, or at least one that’s inappropriate for a given in-
vestor’s goals. It’s becoming clear that investors must move beyond good
versus bad investments and toward appropriate or inappropriate usage of
investments, taking into account their time horizons and risk tolerance.
It’s a level of analysis that doesn’t transfer well to the sound-bite world of
televised financial advice, but it’s where investors need to go if they are
to succeed.

In this new reality, investments are the easy part. Determining
whether a stock or a fund is a quality offering with reasonable prospects
is a fairly straightforward task in these days of widespread financial infor-
mation. Knowing where a given stock or fund fits in your portfolio—
that’s a much trickier task. Ultimately, however, the art of investing
involves more than simply identifying good investments; it means find-
ing the right match between investment and investor. It’s no easy job.
Yet it’s what good financial planners do every day, and it’s the reason that
I have such great respect for these people.

When I first started tracking mutual funds in the mid-1980s, I knew
of brokers who could sell you stocks or funds, but I knew little about the
growing field of financial planning, which aimed to craft full-fledged fi-
nancial solutions for their clients. Over time, however, I came to know a
number of financial advisors and became a part of their discussions. Like
most investors, I was thinking in words or phrases, but these advisors
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were thinking in fully formed paragraphs. They understood, quite cor-
rectly, that investments alone were not the full game. To succeed, you
need to know how and when to deploy them; you need a game plan.

Vern Hayden is as fine a planner as I know. He’s up on all the latest
academic research, yet he retains a remarkable ability to translate the of-
ten arcane language of finance into straightforward counsel that even be-
ginning investors can understand. Not surprisingly, these traits have
made him a favorite guest on CNBC and other financial media. But un-
like some media favorites, Vern never opts for the sensational over the
sensible. His advice is always on target and always well grounded.

I think you’ll find this book valuable. It’s full of great ideas and tangi-
ble examples that will show you how to craft a sensible investment plan.
Whether you continue on your own or opt for the services of a profes-
sional advisor to help you manage your money, this book will start you in
the right direction with a game plan for the future.

DON PHILLIPS

Managing Director
Morningstar, Inc.
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