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Recognizing that you have a “concen-
trated position” and that you need to 
modify it counts as a significant first 
step in helping to reduce your risk. 
We say “significant” because high net 
worth business owners and corporate 
executives often: 

a. do not realize they have a con-
centrated position; or

b. realize they have a concentrated 
position but are reluctant to change it. 

While owners and executives often 
share traits A. and B., their positions 
become “concentrated” differently, 
so the strategy to modify or “hedge” 
these diverse concentrations differs 
as well.

The Business Owner Hedge: 
Whether you built a company “from 
the ground up” or inherited it, the like-
lihood is that most of your assets are 
tied up in your business. Let’s say it is 
a well-run and profitable company 
that manufactures house paint and 
markets its products domestically. 

Pointing to your success, you likely 
will see little reason to modify any-
thing. Additionally, you most likely 
have an emotional attachment to the 
company that prevents you from liq-
uidating any part of it or diversifying 
to ameliorate your risk exposure. 
But every business deals with macro 
events out of its control. And since you 

are in what we call a nontradable 
concentrated position, we recommend 
you modify/hedge that position. To 
do so, our firm would analyze the 
risk factors for your business and 
develop what we call “second deriva-
tive” hedges. 

As an example, for a paint manufac-
turer, we might discover that the largest 
risk is a housing market contraction. 
Since the housing market’s biggest risk 
is a rising rate environment, interest-
rate hedging would give you the best 
risk-adjusted hedge.

To follow the line of thought further, 
there are a few ways to hedge interest 
rates. One could consider a liquid ETF 
hedge, either by shorting or by using 
inverse interest rate ETF products. 
Options on interest rate ETFs might 
be one alternative to implement this 
strategy. In addition to ETFs, interest 
rate futures, which are very liquid and 
trade on an exchange, offer the ability 
to hedge large risk with a limited 
amount of up-front capital. Options on 
futures might be used as well to 
develop an overall structure to meet 
your hedging needs. Not all strategies 
and options will work for every client.*

The Corporate Executive Hedge: 
Now let’s say you earned your wealth 
by becoming the CEO of a major corpo-
ration. Most likely, your compensation 

included company stock, maybe a lot 
of it. And while that stock may be 
strong—who would know better than 
you—owning too much of it creates an 
imbalance in your portfolio—that is, a 
liquid concentrated position. 

The key to hedging this type of 
position is to understand all risk fac-
tors and variables so you can develop 
the most holistic plan. For example, 
can you legally liquidate your posi-
tion, or partially liquidate it? What are 
the tax consequences in offsetting 
this risk? Do you expect to have an 
even more concentrated position in 
the future? Would a significant drop in 
this concentrated position negatively 
affect your family? Our firm is able to 
help you answer those quantitative 
questions. However, here is one ques-
tion only you alone can answer: Do 
you have an emotional attachment to 
the stock?

Maybe you were there on the ground 
floor before anyone believed in the 
company, before the successful IPO; 
and so it is not just “stock” to you. But 
if a steep drop in its value would put 
your family at risk, we would help you 
develop a strategy to liquidate at least 
some of it and diversify into other 
stocks and asset classes. In this way 
you literally “hedge your bets”...and, 
also, sleep better at night.  

Chicago, IL       Leading Wealth Advisor

 How can I modify a concentrated 
position and help lower my risk? 

Strategic Financial Group, LLC
Bradley J. Rathe, Chief Investment Officer

By Bradley J. Rathe

*Investing involves risk. Investment return and principal value of an investment will fluctuate, and an investor’s shares, when redeemed, may be worth 
more or less than their original cost. Investing in futures involves additional risks and increased complexity in certain security futures investment strategies. 
Securities futures are not suitable for all investors. Advisory services offered through Strategic Financial Group, LLC. A Registered Investment Advisor. 

LWA_STRATEGIC_WO32.indd   154 9/18/14   11:54 AM



IL
L

U
S

T
R

A
T

IO
N

 B
Y

 K
E

V
IN

 S
P

R
O

U
L

S 

Recognizing that you have a “concen-
trated position” and that you need to 
modify it counts as a significant first 
step in helping to reduce your risk. 
We say “significant” because high net 
worth business owners and corporate 
executives often: 

a. do not realize they have a con-
centrated position; or

b. realize they have a concentrated 
position but are reluctant to change it. 

While owners and executives often 
share traits A. and B., their positions 
become “concentrated” differently, 
so the strategy to modify or “hedge” 
these diverse concentrations differs 
as well.

The Business Owner Hedge: 
Whether you built a company “from 
the ground up” or inherited it, the like-
lihood is that most of your assets are 
tied up in your business. Let’s say it is 
a well-run and profitable company 
that manufactures house paint and 
markets its products domestically. 

Pointing to your success, you likely 
will see little reason to modify any-
thing. Additionally, you most likely 
have an emotional attachment to the 
company that prevents you from liq-
uidating any part of it or diversifying 
to ameliorate your risk exposure. 
But every business deals with macro 
events out of its control. And since you 

are in what we call a nontradable 
concentrated position, we recommend 
you modify/hedge that position. To 
do so, our firm would analyze the 
risk factors for your business and 
develop what we call “second deriva-
tive” hedges. 

As an example, for a paint manufac-
turer, we might discover that the largest 
risk is a housing market contraction. 
Since the housing market’s biggest risk 
is a rising rate environment, interest-
rate hedging would give you the best 
risk-adjusted hedge.

To follow the line of thought further, 
there are a few ways to hedge interest 
rates. One could consider a liquid ETF 
hedge, either by shorting or by using 
inverse interest rate ETF products. 
Options on interest rate ETFs might 
be one alternative to implement this 
strategy. In addition to ETFs, interest 
rate futures, which are very liquid and 
trade on an exchange, offer the ability 
to hedge large risk with a limited 
amount of up-front capital. Options on 
futures might be used as well to 
develop an overall structure to meet 
your hedging needs. Not all strategies 
and options will work for every client.*

The Corporate Executive Hedge: 
Now let’s say you earned your wealth 
by becoming the CEO of a major corpo-
ration. Most likely, your compensation 

included company stock, maybe a lot 
of it. And while that stock may be 
strong—who would know better than 
you—owning too much of it creates an 
imbalance in your portfolio—that is, a 
liquid concentrated position. 

The key to hedging this type of 
position is to understand all risk fac-
tors and variables so you can develop 
the most holistic plan. For example, 
can you legally liquidate your posi-
tion, or partially liquidate it? What are 
the tax consequences in offsetting 
this risk? Do you expect to have an 
even more concentrated position in 
the future? Would a significant drop in 
this concentrated position negatively 
affect your family? Our firm is able to 
help you answer those quantitative 
questions. However, here is one ques-
tion only you alone can answer: Do 
you have an emotional attachment to 
the stock?

Maybe you were there on the ground 
floor before anyone believed in the 
company, before the successful IPO; 
and so it is not just “stock” to you. But 
if a steep drop in its value would put 
your family at risk, we would help you 
develop a strategy to liquidate at least 
some of it and diversify into other 
stocks and asset classes. In this way 
you literally “hedge your bets”...and, 
also, sleep better at night.  

Chicago, IL       Leading Wealth Advisor

 How can I modify a concentrated 
position and help lower my risk? 

Strategic Financial Group, LLC
Bradley J. Rathe, Chief Investment Officer

By Bradley J. Rathe

*Investing involves risk. Investment return and principal value of an investment will fluctuate, and an investor’s shares, when redeemed, may be worth 
more or less than their original cost. Investing in futures involves additional risks and increased complexity in certain security futures investment strategies. 
Securities futures are not suitable for all investors. Advisory services offered through Strategic Financial Group, LLC. A Registered Investment Advisor. 

LWA_STRATEGIC_WO32.indd   154 9/18/14   11:54 AM

155

Richard P. Slaughter Associates Inc.    13809 Research Blvd., Suite 905, Austin, TX 78750    512.918.0000 

W O R T H . C O M        O C T O B E R - N O V E M B E R  2 0 1 4

S
T

R
A

T
E

G
IC

 F
IN

A
N

C
IA

L
 G

R
O

U
P

, L
L

C
L

IV
E

G
R

O
W

M
A

K
E

Assets Under Management
Available upon request

Financial Services Experience
25 years (Rathe)

Compensation Method 
Asset-based and � xed fees 

Largest Client Net Worth Con� dential 

Website  www.sfgweb.com 

Minimum Asset Requirement  
$500,000 (investment services)

Professional Services Provided
Planning, money management and investment advisory services, 
investment products 

Primary Custodians for Investor Assets
TD Ameritrade, Charles Schwab, Fidelity

Email  bjrathe@sfgweb.com

About Strategic Financial Group, LLC
Strategic Financial Group, LLC (SFG) is an integrated and comprehensive wealth management firm that has been 
helping a select group of families, businesses, individuals and institutions achieve their financial planning and 
wealth management goals since 1996. With a business practice modeled after family offices, SFG takes a holistic 
approach to financial planning for its clients. Each SFG client has a tailored team of highly skilled professionals 
suited to solve the issues and financial concerns unique to that client’s financial situation. Client success rests on 
the firm’s ability to integrate well-constructed and dynamic plans that are reviewed and amended over time. These 
plans integrate tax, estate, risk management, legal, succession and inheritance issues, to name a few. SFG prides 
itself on nurturing client relationships that are not “one and done,” but are structured to last a lifetime and beyond.
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“Having an emotional 
attachment to your 
company or its stock is 
not uncommon.”
— Bradley J. Rathe  

How to reach Bradley J. Rathe

I would be pleased to have a conversation with 
you regarding your wealth management goals. 
I can be reached at 888.363.7147, ext. 244. 

Strategic Financial Group, LLC        1333 Burr Ridge Parkway, Suite 200, Burr Ridge, IL 60527       888.363.7147
     30 South Wacker Drive, Suite 2200, Chicago, IL 60606
     101 East 90th Drive, Merrillville, IN 46410
     100 Executive Drive, Suite A, Lafayette, IN 47905

Standing, left to right: 
Chad E. Hassinger, 
Stephen J. Barrett, 
Michael A. Jankowske, 
Steven M. Gronceski, 
Susan R. Kuczera, 
Bradley J. Rathe; 
seated, left to right: 
Douglas J. Hoover, 
Markus R.F. Sleuwen
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®

Strategic Financial Group, LLC is featured in Worth® 2014 Leading Wealth Advisors™, a special section in every edition of Worth® magazine. All persons and firms appearing in this section have 
completed questionnaires, have been vetted by an advisory group following submission by Worth®, and thereafter paid the standard fees to Worth® to be featured in this section. The information 
contained herein is for informational purposes, and although the list of advisors presented in this section is drawn from sources believed to be reliable and independently reviewed, the accuracy 
or completeness of this information is not guaranteed. No person or firm listed in this section should be construed as an endorsement by Worth®, and Worth® will not be responsible for the 
performance, acts or omissions of any such advisor. It should not be assumed that the past performance of any advisors featured in this special section will equal or be an indicator of future 
performance. Worth®, a Sandow Media publication, is a financial publisher and does not recommend or endorse investment, legal or tax advisors, investment strategies or particular  
investments. Those seeking specific investment advice should consider a qualified and licensed investment professional. Worth® is a registered trademark of Sandow Media LLC.  
See “About Us” for additional program details at http://www.worth.com/index.php/about-worth.

Bradley J. Rathe 
Chief Investment Officer

Strategic Financial Group, LLC
1333 Burr Ridge Parkway, Suite 200 

Burr Ridge, IL, 60527

101 East 90th Drive
Merrillville, IN 46410

100 Executive Drive, Suite A
Lafayette, IN 47905

30 South Wacker Drive, Suite 2200
Chicago, IL 60606

Tel. 888.363.7147

bjrathe@sfgweb.com
www.sfgweb.com


