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Material Changes 

Our last update to this brochure was filed in March 2014.  There have been no material changes 
since that update.  

If this page is not accompanied by the full brochure and you wish to obtain a copy of the full 
brochure at no charge, please contact MBR at 832.667.8787.  
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ADVISORY BUSINESS 

Advisory Firm Description 

Margolis Brady Raghavan Financial, Inc. dba MBR Financial (“MBR” or the “Firm”) has been in 
business since September 2011 and began acting as a Registered Investment Advisor upon receipt 
of registration in July 2013.  Mary Margolis, Alfred “Trey” Brady, III, and Suresh Raghavan, 
CFA, are principal owners of the Firm.   

Types of Advisory Services 

The Firm provides lifetime and estate planning, investment management, and insurance services 
to clients.  The Firm works with clients to determine which services are best suited to meet their 
needs and goals.    

Financial Planning 
 
The Firm works with individuals and families on their planning needs, including: 

• Pre-retirement 
• Investment allocation 
• Risk analysis 
• Estate  
• Preparing the next generation (Stewardship of family wealth) 
• Asset protection 
• Expatriate benefit maximization  

 
The Firm works with business owners to develop plans for: 

• Ownership transitions 
• Key employee retention 

 
Planning is a continuous process. The Firm:  

• Discovers to understand what the client is most committed to accomplish, fix or avoid, 
and collect financial information 

• Analyzes assessment of the client’s situation, with special emphasis on uncovering gaps 
or inefficiencies.  “What if” scenarios are modeled to determine the short and long-term 
impact of planning options 

• Collaborates with the client’s other advisors so clients can hear balanced viewpoints and 
make informed decisions. 

• Constructs findings and recommendations. 
• Executes the clients’ decisions. 
• Monitors the clients’ progress.  Repeat the process as circumstances warrant. 

 
Investment Management 
 
The Firm offers assistance in designing, implementing, monitoring, and managing investment 
portfolios for clients.  Such assistance includes: 

• Determining clients’ investment goals 
• Evaluating their current portfolio and assets 
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• Identifying investment constraints 
• Assessing clients’ risk tolerance 
• Developing an investment policy plan tailored to the client 
• Implementing an appropriate asset allocation, style / theme distribution, and manager 

selection.  
•  Determining the investment strategy to help maximize after tax investment returns given 

a level of risk that has been jointly assessed with the client 
• Monitoring and manage the clients’ portfolio(s) on a continuous basis. 

 
Insurance Services 
 
Individuals affiliated with the Firm may provide insurance products to clients as appropriate.  
Please see “Other Financial Industry Activities and Affiliations” on page 5 below for more 
details.  
 
Client Assets Under Management 

As of December 31, 2013, the Firm had $401,500,457 discretionary and $42,783,902 non-
discretionary assets under management.  

FEES AND COMPENSATION 

Financial Planning 
 
The Firm generally charges financial planning fees on a flat or hourly fee, based upon the 
estimated time to complete the desired scope of work identified by the client. Financial planning 
fees are paid in advance.  Hourly charges are assessed against the prepaid fee as work is 
conducted (with rates ranging from $150 to $300 per hour).  Prepaid fees may exceed $1,200 but 
not for a six month period or longer.  Planning clients sign a Financial Planning Agreement that 
shows the total fixed fee or the estimated total hourly fee for the plan.  These fees are charged in 
addition to the investment management fee shown below if clients choose to have the Firm 
manage their investments. 
 
Clients are free to purchase recommended investment products elsewhere.   
 
Investment Management  
 
The Firm’s investment management fee is based on the assets under management, as described 
below, and which may be adjusted up or down based on the complexity of the client’s situation.  
 

Assets Under Management Annual Fee 
$0 - $1,000,000 1.25% 

Next $1,000,001 - $3,000,000 1.00% 
Next $3,000,001 - $7,000,000 0.85% 

 Next $7,000,001 - $10,000,000 0.75% 
Above $10,000,000 Negotiable 
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For billing purposes, client portfolios are “aggregated” – as long as those clients are part of the 
same family, even if there are different households.  Clients are billed quarterly in advance at the 
rate of one fourth of the annual fee shown above; typically, the fee is deducted from clients’ 
accounts.  Fees are calculated on the portfolio valuation, as determined by the account custodian 
at the close of market on the last business day of each previous quarter.  The investment 
management fee is charged on cash in the account and is typically deducted before the tenth day 
of the first month in the quarter.  The Firm’s fee schedule may change in the future and any such 
changes will be applicable to Clients after 30 days’ advance written notice.  
 
Fees for relationships below $10 million are not negotiable.  Affiliates of Firm personnel may 
have fees waived or discounted at the Firm’s discretion. Clients with prior investment 
management relationships with MBR personnel who have been charged at different rates than 
those shown above will be “grandfathered” at MBR’s discretion, so clients receiving the same 
service may be paying different fees. The Firm’s investment management fee is separate from 
transaction, exchange, wire transfer, margin interest, account, or other fees charged by the 
custodian.   

Implementation with Mutual Funds:  When the Firm recommends a security for a client’s 
account, three separate fees may be charged to the client, either directly or indirectly:  

The first fee is the Firm’s investment management fee, in which the fund is included in 
the asset base for the quarterly fee calculation.   

The second is the set of internal fees charged by the investment company for the fund’s 
investment management, marketing, administration, and marketing assistance.  These 
internal expenses are disclosed in each fund’s prospectus, provided to each client by the 
custodian.  (This set of fees also applies to any exchange traded fund (“ETF”) or money 
market fund purchased in the client’s account.)   

The third fee may be a transaction fee assessed by the custodian for providing access to a 
universe of mutual fund families through one account.  To avoid such fees, a client would 
be required to open a separate account with each individual mutual fund company instead 
of using the custodian recommended by the Firm, although this could negatively affect 
the Firm’s ability to deliver services efficiently to the client.  Not all mutual fund trades 
incur this transaction fee.  When recommending mutual funds for client portfolios, the 
Firm is able to purchase “no-load” funds or “load-waived” funds.  

Some supervised persons of MBR may, in their capacity as registered representatives of Purshe 
Kaplan Sterling Investments (“PKS”), recommend the sale of securities or other investment 
products, placed through PKS, resulting commissions or other compensation received by MBR.  
Such compensation may include asset-based sales charges or service fees from the sales of mutual 
funds. To the extent that MBR recommends investment products which generate a commission, 
MBR may have a conflict of interest with its clients, as it may be incented to recommend these 
products rather than others not generating a commission. This conflict is mitigated through 
MBR’s policies and procedures and Code of Ethics.  MBR does not charge investment 
management fees on assets which generated commission or other compensation to MBR or its 
personnel.   
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Termination 

Both the Financial Planning and Investment Management Agreements (“Agreements”) allow for 
either party to terminate the Agreement immediately upon receipt of written notice.  The client 
may terminate either Agreement without penalty within five (5) business days after entering into 
the Agreement.  Otherwise, any prepaid and unearned fees will be refunded to the client on a pro-
rata basis or, in the case of financial planning, based on the amount of work conducted to date.  

PERFORMANCE-BASED FEES AND SIDE-BY-SIDE MANAGEMENT 

The Firm does not charge performance-based fees to any accounts, so this section does not apply.    

TYPES OF CLIENTS 

MBR provides investment advisory services to: 

• Individuals and families 
• High net worth individuals 
• Trusts, estates, or charitable organizations 
• Corporations and other businesses 

The minimum account size for investment management services is $1,000,000, although this is 
negotiable. 
 

METHODS OF ANALYSIS, INVESTMENT STRATEGIES AND RISK OF LOSS 

Methods of Analysis 

The Firm’s analysis uses Morningstar, Bloomberg, internally developed metrics, and other reports 
on managers in order to review past performance, sector focus, capitalization, risk, and expected 
future performance.   

Investment Strategies  

Each portfolio “mandate” has specific return objectives, risk, and target return outcomes. For 
each mandate, the Firm actively manages the underlying investments based on a disciplined 
analysis and due diligence process, with input from of an Investment Advisory Committee 
comprised of outside professionals.  The management process focuses on three areas: 
 

• Asset Allocation    
The typical allocation to cash, bonds and stocks in that strategy is referred to as the 
central tendency. The actual holdings of cash, bonds and stocks are managed within 
“strategic ranges” that allow the Firm to adjust the risk level of client portfolios, based on 
the Firm’s outlook of market conditions over the coming twelve to eighteen months.  The 
process uses a proprietary top-down methodology for determining asset allocation based 
on twelve different parameters that are rated and ranked as to their order of importance. 
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• Style/Theme Distribution 
The holdings are opportunistically varied within stocks, based on capitalization (large, 
mid, small), style (growth, blend, value), geography (domestic, international, developed, 
emerging and frontier), sector (primarily GICS sectors), and other alternatives. Similarly, 
bond sub-sectors are varied, based on safety, rate sensitive, inflation protected, credit 
(both high grade and high yield), geography (domestic, international, developed and 
emerging) as whether they are taxable and non-taxable.  

 
• Manager Selection 

The portfolio is implemented through mutual funds, ETFs, or separate account managers, 
based on a disciplined selection process. Sophisticated quantitative screening is used to 
identify a smaller set of managers, based on a number of criteria (Sharpe ratio, 
performance, expense ratio, top ten holdings, information ratio, risk, consistency, etc.) 
from the universe of active managers. Once this is completed, a qualitative process is 
used to further assess managers’ level of discipline, longevity and stability, as well as 
their ability to out-perform specific “narrow” and “broad” benchmarks. This qualitative 
process typically occurs either through a personal visit or conference call with the 
manager or management team by one or more of the Firm’s Principals.  

 
The Managers’ actual outcomes (along with those of the entire portfolio) are evaluated on 
an on-going basis using quantitative tools with respect to risk as well as return; 
adjustments are made to client portfolios when deemed necessary. 

 
Risk of Loss 

MBR does not guarantee the future performance of the account or any specific level of 
performance, the success of any investment decision or strategy that the Firm may use, or the 
success of the overall management of the account.  The client understands that investment 
decisions made for the client’s account are subject to various market, economic, political and 
business risks, and that those investment decisions will not always be profitable. Investing in 
mutual funds entails greater fees than if investments were made directly in the underlying issues.  
Clients are reminded that investing in any security entails risk of loss they should be willing to 
bear.    

DISCIPLINARY INFORMATION 

There have been no disciplinary actions against the Firm or any of its principals. 

OTHER FINANCIAL INDUSTRY ACTIVITIES AND AFFILIATIONS 

The Firm may recommend insurance products to our clients.  This could create a conflict of 
interest with clients, as the Firm receives a commission from insurance product sales; therefore, 
clients are free to purchase recommended insurance products elsewhere.   

Employees are registered representatives of PKS, a registered non-affiliated broker-dealer.  MBR 
personnel may in their capacity as registered representatives, cause MBR to receive a commission 
or other compensation for brokerage transactions placed through PKS.  This could create a 
conflict of interest.  The conflict arises because MBR’s receipt of a commission upon a brokerage 
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transaction gives the supervised person a potential incentive to recommend investment products 
based on the compensation received, rather than the client’s needs.  Clients are free to implement 
MBR recommendations elsewhere. MBR’s policies and procedures and Code of Ethics address 
means of mitigating this conflict.   

CODE OF ETHICS, PARTICIPATION OR INTEREST IN CLIENT TRANSACTIONS 
AND PERSONAL TRADING 

Code of Ethics 

The Firm has adopted a Code of Ethics which describes the general standards of conduct 
expected of all personnel (collectively referred to as “employees”) and focuses on three specific 
areas where employee conduct has the potential to adversely affect clients: 

• Misuse of nonpublic information 
• Personal securities trading 
• Outside business activities 

Failure to uphold the Code of Ethics may result in disciplinary sanctions, including termination 
from MBR. Any client or prospective client may request a copy of our Code of Ethics, which will 
be provided at no cost.  

The following basic principles guide all aspects of our business, and represent the minimum 
requirements to which all employees are expected to adhere:   

• Clients’ interests come before employees’ personal interests, and before the interests of 
the Firm. 

• The Firm and its Principals must fully disclose all material facts about conflicts of 
interest of which we are aware, whether between the Firm and clients or between 
employees and clients. 

• Employees must disclose on the Firm’s behalf and on their own behalf possible conflicts 
of interest, and must work to manage the impact of such conflicts. 

• The Firm and its employees must not take inappropriate advantage of their positions of 
trust with, or responsibility to, clients. 

• The Firm and its employees must always seek to comply with all applicable securities 
laws.  

 
Misuse of Nonpublic Information 

The Code of Ethics contains a policy against the use of nonpublic information in conducting 
business for the Firm.  Employees should neither convey nonpublic information nor depend upon 
it to place or recommend securities trades, whether personal or on behalf of a client.  
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Personal Securities Trading 

MBR or individuals associated with the Firm may buy, sell or hold in their personal accounts the 
same securities recommended to clients or held in client accounts.  The Firm does not allow front 
running.  Pre-approval authorization from the Chief Compliance Officer (“CCO”) is required for 
employees seeking to invest in ETFs ≥ $50,000 in value, initial public offerings and private 
placement investments. 

Employees are required to submit reports of personal securities trades on a quarterly basis, and 
securities holdings at least annually.  These are reviewed by the CCO to ensure compliance with 
the Firm’s policies.   

Outside Business Activities 

Employees are required to report any outside business activities generating revenue.  If any are 
deemed to be in conflict with clients, such conflicts will be fully disclosed or the employee will 
be directed to cease such activity.   

BROKERAGE PRACTICES 

Selection of Brokers 

The Firm recommends using “qualified custodians” for client accounts, with each client signing a 
separate agreement with the custodian. In recommending a custodian, consideration is given to 
the range and quality of products the custodian offers, the technical support provided, execution 
quality, commission rates, and the financial responsibility and responsiveness of the custodian to 
both the Firm and its clients. The Firm recognizes its responsibility to attain best execution, and 
recognizes that limiting its custodial relationships may affect its ability to provide best execution 
on a trade-by-trade basis. However, the Firm evaluates its entire custodial relationship in 
assessing best execution on a client-by-client basis. 

The Firm has an arrangement with National Financial Services LLC and Fidelity Brokerage 
Services LLC (collectively, and together with all affiliates, "Fidelity") through which Fidelity 
provides the Firm with "institutional platform services." The institutional platform services 
include, among others, brokerage, custody, and other related services. Fidelity's institutional 
platform services that assist the Firm in managing and administering clients' accounts include 
software and other technology that (i) provide access to client account data (such as trade 
confirmations and account statements); (ii) facilitate trade execution and allocate aggregated trade 
orders for multiple client accounts; (iii) provide research, pricing and other market data; (iv) 
facilitate payment of fees from its clients' accounts; and (v) assist with back-office functions, 
recordkeeping and client reporting. 

Research and Other Soft-Dollar Benefits 

The Firm currently has no formal “soft-dollar” arrangements, in which specific products or 
services are paid for with commission dollars generated by individual trades placed on behalf of 
client accounts.   
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Fidelity (the recommended custodian) also offers other services intended to help the Firm manage 
and further develop its advisory practice. Such services include, but are not limited to, 
performance reporting, financial planning, contact management systems, third party research, 
publications, access to educational conferences, roundtables and webinars, practice management 
resources, access to consultants and other third party service providers who provide a wide array 
of business related services and technology with whom the Firm may contract directly.  

The Firm is independently operated and owned and is not affiliated with Fidelity. 

Fidelity generally does not charge its advisor clients separately for custody services but is 
compensated by account holders through commissions and other transaction-related or asset-
based fees for securities trades that are executed through Fidelity or that settle into Fidelity 
accounts (i.e., transactions fees are charged for certain no-load mutual funds, commissions are 
charged for individual equity and debt securities transactions). Fidelity provides access to many 
no-load mutual funds without transaction charges and other no-load funds at nominal transaction 
charges. 

Brokerage for Client Referrals 

The Firm does not receive referrals from a broker/dealer or from any third party providing 
services to the Firm.  However, the Firm intends to use other third parties to solicit and refer 
clients to the Firm, please see the section entitled, “Client Referrals and Other Compensation” for 
additional disclosures. 

Directed Brokerage 

Clients may not request that trades be enacted through a specific broker of their own choosing. 
The Firm requires clients to use our recommended broker-dealer(s) as the account custodian.  Not 
all financial services firms require their clients to use a particular custodian or broker. 

Order Aggregation 

The Firm may aggregate brokerage orders for client accounts and may allocate the securities 
purchased or sold among participating accounts, with each account receiving the same terms. 
Qualified custodians charge transaction fees at the account level, whether or not a trade is placed 
as a block trade; therefore, aggregating trades does not affect client transaction fees. The 
overarching principle for that allocation is that no client be intentionally favored over another 
client similarly situated. Firm employees may not participate in block trades with clients. 

REVIEW OF ACCOUNTS 

Trades are reviewed daily, with each account being reviewed at least weekly. Such reviews entail 
looking at holdings of each portfolio in light of each client’s investment objectives and risk 
tolerance, and in keeping with an Investment Policy Statement.  Additional reviews may be 
triggered by events such as a client meeting; a change in a client's risk tolerance, financial 
position or investment objective; a change in a company or fund's management; unusual market 
or economic circumstances; or other unforeseen event(s).  The Firm encourages clients to meet 
with Principals of the Firm at least annually.  
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Fidelity provides each client a monthly or quarterly statement showing the account holdings and 
all transactions occurring during the period.  The Firm may provide performance and other 
reports to clients on a case by case basis during meetings with clients.    

CLIENT REFERRALS AND OTHER COMPENSATION 

The Firm intends to utilize third-party solicitors for referring clients.  In the case when a client is 
referred to the firm by such a third-party solicitor, the Firm may pay an upfront or an ongoing fee 
to such third-party solicitor.  Where a referral fee is paid, such fact shall be disclosed to the client 
affected by the referral. 

CUSTODY 

Custody is defined as having any form of access to client funds or securities.  Because the Firm 
generally has the authority to instruct the custodian to deduct the investment management fee 
directly from the client’s account, the Firm is considered to have “custody” of client assets. This 
limited access may be monitored by the client through the review of account statements provided 
by the custodian either by surface mail or email, or by logging on to a client portal / website 
maintained by the custodian.  These statements all show the deduction of management fees from 
the account.  Otherwise, the Firm may only direct the movement of funds from one account in the 
client’s name to another account identically titled, but the Firm has no other access to client 
funds. 

INVESTMENT DISCRETION 

For discretionary accounts, the Firm has full trading authority under a limited power of attorney.  
As a result, the Firm will determine which investments, and how much of each, should be 
purchased or sold on a client’s behalf, in accordance with the investment strategy set forth in each 
client’s Investment Policy Statement.  Clients may, in writing, place restrictions on the Firm’s 
discretion. 

Non-discretionary accounts are managed for clients not willing or unable to provide limited 
power of attorney to MBR.  Such non-discretionary accounts are also called “self-directed” 
assets, which the Firm helps maintain as a convenience for clients.  Depending on the Firm’s 
involvement, the Firm may charge a management fee for these “non-discretionary” or “self-
directed” assets. 

VOTING CLIENT SECURITIES 

The Firm does not vote proxies for securities held in clients’ accounts.  Clients receive proxy 
material directly from their custodian by either email or regular mail.  Clients may address 
questions concerning a proxy matter to the Firm’s personnel via email or phone. 

FINANCIAL INFORMATION 

There is no financial condition that is reasonably likely to impair the Firm’s ability to meet 
contractual commitments to its clients.   


