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Taking
Stock

of Your
Investments

   saving your money at the bank just isn’t  
          the boon it once was. investing, however, 
can help you grow your business, preserve  
           your wealth and secure your retirement. 
    Here’s how to get started.

John Stubbs always wanted to be his own boss. So, after a stint in the insurance business and 
as the general manager of a car dealership, he used his home’s equity and stock he received 
as a college graduation present and bought the Chevrolet dealership where he worked. He 
paid the business off and sold it for a profit after just three years, enabling him to buy a 
Nissan dealership, which sold 19,000 cars during the 26 years he owned it. 

Like any business owner, Stubbs attributes his success to a combination of working long, 
hard hours and a bit of luck. But he also credits the financial strategy he employed from the 
time his dealerships turned a profit: He made investments outside his business, establishing 
a growing “slush fund” that gave him peace of mind during hard times.

By Heidi Hjerpe



[ ]NFIB member John Stubbs’  
investment portfolio, a mix of 
high- and low-risk assets, has 
grown to a significant sum.

Investments

   saving your money at the bank just isn’t  
          the boon it once was. investing, however, 
can help you grow your business, preserve  
           your wealth and secure your retirement. 
    Here’s how to get started.

>>Key Takeaways
·  Wise planning and investing helps 

grow business assets and secure 
funds for retirement.

·  Most business owners endure 
slow periods, but investing in 
external resources helps maintain 
financial stability.   

·  Defining your goals, timeframe 
and risk tolerance are all critical 
components of investment planning.
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“I started with nothing and over the years have 
managed to build a fair estate,” says Stubbs, an NFIB 
member and current owner of Stubbs Development 
LLC, a real estate investment and consulting company 
in Topeka, Kan.

Stubbs’ portfolio, a mix of high-risk stocks and 
conservative bank assets his bank and broker manage, 
has grown to a hefty sum. As he tweaks his investment 
strategy to plan for retirement, he also contemplates 
taking another shot at owning a dealership. “You can’t 
be afraid to take risks. That’s how I’ve lived my life.”

While small business owners are risk-takers by na-
ture, for some, the prospect of investing their hard-
earned cash can be intimidating. To be sure, business 
owners know their industries backward and forward, 
but many aren’t comfortable putting the company’s 
cash to work. That’s a mistake, especially when you 
consider that outside investments provide financial 
flexibility and stability for your business and retirement. Those are perhaps the most important invest-
ments you’ll make.

So whether you’re game for taking on risky investments or fall more on the conservative side of the 
spectrum, wise planning and investing can help grow your business assets and secure funds for your retire-
ment, and that’s just smart business.

These days, investment choices are limited. It’s pretty clear the days of depositing your money into a 
savings account and watching it grow are over. “Before, most business owners just had a bank account that 
got 4 percent interest. Today, they are lucky to get 1 percent,” says Doug Gross, an NFIB member and 
owner of a Raymond James financial advisory firm in Saline, Mich. “So business owners have to be more 
aggressive in seeking out ways to make money.” 

While investing funds in your business is critical to growth, financial planners point out that investing in 
external resources goes a long way toward maintaining financial stability. Most businesses endure a slow period, 
but if owners have liquid assets, as Stubbs does, those funds can help weather a downturn. 

 “For example, if you pay employees $30,000 per month and [your business] didn’t bring in any rev-
enue for a few months, you might have to let employees go,” Gross says. “But if you have financial reserves 
outside the business, perhaps you could retain those employees. Because they are responsible for others 
(employees), business owners need stability.”

Manage Your Cash Flow
While it’s not technically an investment issue, understanding cash flow is essential to start building a 
comprehensive investment strategy. Since sales cycles and industry quirks can make cash flow tricky, many 
financial advisors start by helping clients better manage their cash flow. 

“One of my goals is to help them ascertain and use their cash flow to their benefit, rather than letting 
it control them,” says Susan Pajer, a financial advisor with Wells Fargo in Doylestown, Pa. 

She cites a client who is a pool supplier. Since pool supplies are primarily a seasonal business, 75 per-
cent of her client’s revenue comes in during the busy summer months, while the rest of the year is slow. 
To achieve balance, Pajer helped her client renegotiate their lease so they could pay higher monthly rent 
during May through August, at the peak of their revenue cycle, and less during the rest of the year.

Four essential questions to ask your financial  
planner, at www.NFIB.com/financial_planner.( 
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–John stubbs, owner, stubbs DevelopMent llC
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Identifying and resolving cash-flow issues also helps clarify how 
much and at what frequency business owners can afford to invest. 
Pajer says as a general rule, small business owners should “invest 
when your cash flow is heavy, determining levels that you will be able 
to maintain without having to pull any money back.”

ConsiDer short-terM strategies
Once you understand your business’ cash flow, other factors that 
influence planning come into play. That means defining your goals, 
the timeframe for your investments and your risk tolerance, as well 
as evaluating any potential investment vehicle’s liquidity and tax 
implications. 

“If a small business owner has a short-term goal to, say, purchase 
equipment or do a renovation, a good 12-month plan optimizes cash 
flow,” says Mark Zaifman, a registered investment advisor and finan-
cial planner with Spiritus Financial Planning in Petaluma, Calif.

To get the highest return on a short-term investment, Zaifman 
suggests a couple of options to clients. One is a money market account. Money market accounts invest in 
high-quality, short-term securities (like government bonds) and are highly conservative. Investors tradi-
tionally use these funds to maintain a stable balance while providing income, with an interest rate higher 
than most traditional checking or savings accounts, these days around 1 to 2 percent.

Another option is a short-term bond index fund, which involves a bit more risk than a money market, due 
to interest-rate fluctuations, but offers a higher rate of return, around 2 to 2.5 percent. An index fund pur-
chases all of the securities in one index, requiring fewer transactions and thereby keeping fees and taxes low.

Pajer suggests another short-term option, exchange-traded funds, which invest in a basket of specific 
assets, such as commodities like metals, corn and soy. ETFs can give a decent return over a three- to six-

The catalyst for many small business owners to begin working with 
a financial advisor is they’re ready to start planning for retirement. 
ideally, detailed retirement planning will begin more than 10 years 
before the time comes, but according to the small Business 
Administration, iRA ownership for business owners is only about 36 
percent, less than 2 percent of business owners own a Keogh plan 
(a self-employed profit-sharing plan) and only about 18 percent of 
owners participate in a 401(k)/Thrift plan.  

“Business owners typically underutilize retirement plans and rely 
too heavily on the sale of their business to fund their retirement,” 
says Dan Koblin, vice president at Pinnacle Consulting Group in 
irvine, Calif. “The reality is that not all businesses can be sold at such 
a significant profit, and most business owners will require at least 
some supplemental savings to meet their retirement goal.”

not only do retirement saving plans help business owners save 
money and diversify their assets for retirement, Koblin says, but 
they can potentially reduce their taxes each year. Koblin says there 
are several plan options for small business owners, including a 
simplified employee Pension iRA, a 401(k) and a siMPLe iRA.

The seP iRA has an easy setup, low administrative costs and 
is available to businesses of any size. The plan is funded with tax-
deductible employer contributions only, and the employer is required to 
contribute equally for all eligible employees. self-employed individuals 
and small business owners can make tax-deductible contributions to 
seP accounts of up to $49,000 per year in tax year 2011, Koblin says. 

The traditional 401(k) plan can be a good option for small 
business owners who have employees. This type of plan is 

typically flexible and often allows for a high level of employee pre-
tax contributions, Koblin says.  in 2011, the maximum employer 
contribution is $49,000, and the maximum employee contribution is 
$16,500, plus an additional $5,500 for those 50 or older. 

The siMPLe iRA is a hybrid between a seP-iRA and a 401(k) 
and could be a good option for 
businesses with a small number 
of employees, Koblin says. With 
the siMPLe iRA, the employer 
contribution is mandatory and is 
defined as a fixed match rate (up 
to 3 percent of compensation) for 
all employees who participate. 
if the employee chooses not 
to participate, the employer 
contribution is 2 percent. The 
2011 contribution limit for siMPLe 
iRAs is $11,500, or $14,000 for 
employees who are 50 or older.

Because it is such a vast and 
complex area, some financial 
advisors specialize just in 
retirement planning. it’s worth 
talking with a financial expert to learn about your options. in addition, 
once a plan is set up, many planners will come to your business free 
of charge and educate your staff about the plan to ensure they are 
getting the most out of it.       – H.H.

get reaDY For retireMent
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month period. A widely held ETF that tracks the S&P 500 index, for example, reported a year-to-date 
performance of between tk percent. Exchange-traded funds also generally preserve principal and are liquid 
in the short term, since they trade on an exchange.

plan For the long haul
Due to their abbreviated timetable, short-term investments 
tend to garner low returns. Over a longer timeframe and 
with the right investments, you’ll get more bang for your 
buck. “For long-term investment strategies, I will look at a 
client’s needs, overall portfolio, risk tolerance and age,” says 
Timothy Yee, chief retirement specialist and co-founder of 
Green Retirement Plans Inc. in Oakland, Calif. “Based on 
those [criteria], there are various options that can be explored 
for long-term gain.”

A low-liquidity, low-volatility investment where some of the 
payout is tax-deferred, as with non-traded real estate investment 
trusts, might be a viable long-term option, Yee says. Other pos-
sibilities include purchasing a variable annuity, which is a con-
tract between you and your insurance company under which 
the insurer agrees to make periodic payments to you, or to a 
diversified portfolio of mutual funds. 

The primary purpose of a mutual fund is diversifi-
cation on a scale individuals can’t usually attain. The 
fund contains a high number of stocks and/or bonds, 
usually between 100 and 500, which spreads out the 
investor’s risk. Volatility is low because the duration is 
short. You can invest in mutual funds with or with-
out the help of a financial planner. A range of online 
banking sites even allow you to make your investing 
automatic by setting up a scheduled transfer from 
your bank account to your mutual fund. 

Annuities are a different story. Yee says when set-
ting up a variable annuity, it’s a good idea to include 
additional documentation with the contract that out-
lines a certain rate of return each year. You can access 
annuities through most insurance agents, but because 

annuities can be complex, Zaifman suggests consulting a fi-
nancial expert for help.

If you are saving for a specific project, say a $100,000 to 
$150,000 expansion five years from now, Gross suggests put-
ting $20,000 a year into a bond fund. Short-term government 
bonds typically have maturities less than five years and are 
generally less volatile to interest-rate changes than intermedi-
ate or long-term bonds. 

If your timeframe for a particular project is longer, around 
seven to 10 years, a balanced mutual fund (a combination of 
stocks and bonds) might be a fit, Zaifman says, because those 
funds are geared toward investors looking for a mixture of safe-
ty, income and modest capital appreciation.  

Because there are so many options, Stubbs, the car dealer-
ship owner, stresses the importance of seeking out information and advice before deciding what invest-
ments are right for you. “I think it’s important in business to surround yourself with people who have 
expertise in the areas where you are weak,” Stubbs says. “No one person can do it all.”

is a saFe 
harbor 401(k) 
For You?
Lynn Godina wasn’t shopping for a new retirement plan when 
she heard about the safe harbor 401(k). in fact, the nFiB member 
and owner of specialty label company northwest Graphics in 
Belvidere, ill., was pretty happy with her siMPLe iRA. But, intrigued 
by the possibility of being able to put even more money toward 
her retirement, she talked with her financial planner to see if a safe 
harbor 401(k) could be a good option for her and her employees.

under a safe harbor plan, all employees can make the maximum 
salary deferral contribution allowable under law ($16,500 in 2011 
for an individual), and it has 
fewer compliance obligations 
than a traditional 401(k) 
plan. specifically, a safe 
harbor 401(k) is exempt from 
discrimination testing, which 
verifies that a plan does not 
favor highly compensated 
employees. An employer 
must match each employee’s 
contribution, dollar for dollar, up 
to 3 percent of the employee’s 
salary, and those contributions 
are immediately vested. The 
match is 50 cents on the dollar 
for the next 2 percent of the 
employee’s salary. 

The more she learned about 
the plan, the more she was convinced that she and her husband, 
Terry, should make the switch—and offer it to her TK employees. 

“Being a small business, we’ve tried a few investments over the 
years with mixed results,” Godina says. “But the safe harbor has 
been a boon for us. We take every dime we can and put it in there 
tax-free.” 

if an employee does not participate, the employer must make a 
so-called non-elective contribution to the plan equal to 3 percent of 
the employee’s salary. each year the employer must make either the 
matching contributions or the non-elective contributions. 

Check out the Department of Labor’s website, www.dol.gov, for 
more information about safe harbor and other 401(k) plans.

– H.H.


