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SURVIVING INVESTMENT

VOLATILITY

Resisting the temptation to make short-term adjustments

Some investors may have had a roller-coaster ride in recent years. A market fall can happen at any
time. In years past, they’ve been triggered by natural disasters, oil price spikes, wars, bank collapses
and the more recent eurozone debt crisis. The reality is that market swings happen often, and when

they do, it can be unsettling for many investors.

RESIST THE TEMPTATION

Nothing ignites the fear of losing one’s hard-earned money
like a short-term market correction. A natural reaction to
that fear might be to reduce or eliminate any exposure

to the stocks, thinking it will stem further losses and calm
your fears. But disciplined investors typically do just the
opposite: they try to maintain an appropriate, diversified
mix of investments and resist the temptation to make
short-term adjustments. The simple truth is that volatility
is a fact of investing life, and you’re often better served
staying in the markets over the long term than pulling out.

Here’s why, and how, you can do it:

TOLERANCE FOR RISK

Understandably, some investors may overreact to short-
term market volatility that isn’t usually relevant to their
long-term goals. Your time horizon, goals and tolerance
for risk are key factors in helping to ensure you have

an investment strategy that works for you. Your time
horizon is the number of years until you will begin to
use what you’ve invested. Your tolerance for risk should
take into account your broader financial situation such
as your savings, income and debt — and how you feel
about it all. Looking at the whole picture can help you
determine whether your strategy should be aggressive,
conservative or somewhere in between.

SET REALISTIC EXPECTATIONS

If you are nervous when the market goes down, you may
not be in the right investments. Even if your time horizon
is long enough to warrant a more aggressive portfolio,
you have to be comfortable with the short-term ups

and downs you’ll encounter. If watching your balances

fluctuate is too nerve-racking for you, think about re-
evaluating your investment mix to find one that feels
right. But be wary of being too conservative, especially
if you have a long time until you need the money. Set
realistic expectations, too. That way it may be easier to
stick with your long-term investment strategy.

EXTREME MARKET VOLATILITY

The key to long-term investment success is having a
balance to your investments. Having all of your money
invested in one asset class can be a very high-risk
approach. One of the most important things you can do
to help protect your portfolio from volatility and down
markets is to diversify. While it won’t guarantee that you
won’t have losses, it can help limit them. It was put to the
test during the extreme market volatility during the global
credit crisis in 2008.

CORE ASSET CLASSES

So how do you diversify? First, consider spreading your
investments among at least the three core asset classes:
stocks, bonds and short-term investments. You may also
want to include other assets that are not always closely
correlated with the core asset classes. Then, to help offset
risk even more, diversify the investments within each asset
class. Check where your funds are invested and spread
holdings over different sectors and geographical areas.
Review the balance of your assets: are you exposed to too
much or too little risk? You should also check to see if new
asset allocations match your risk profile.
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Building and protecting your wealth

SMOOTH OUT RISK

Attempting to move in and out of

the market can be costly, particularly
because a significant portion of the
market’s gains over time have tended
to come in concentrated periods.

Many of the best periods to invest in
stocks have been those environments
that were among the most unnerving.
Drip-feeding money into investments

at regular intervals can allow investors
to smooth out risk through ‘pound-cost
averaging’. This requires you to invest in
all conditions, thereby helping to avoid
the poor decisions that some people
may make when trying to second-guess
the market. When the market falls, your
payment will buy more shares or units in
a fund so you’ll have a bigger holding at
the point markets recover.

THE RIGHT MIX

Look at the type of investment funds you
hold and make sure they are best placed
to give you some protection if markets
fall, but also to benefit when they rise.
Good quality fixed-interest funds are
likely to be relatively stable, whereas
equity funds can be more volatile, so if
appropriate to your particular situation,
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you could consider holding a combination
in the right mix for you.

Information is based on our current
understanding of taxation legislation
and regulations. Any levels and bases
of and reliefs from taxation are subject
to change. Tax treatment is based on
individual circumstances. The value of
investments and the income from them
can go down as well as up and investors
may not get back the amount invested.
This information does not constitute
investment advice and should not be
used as the basis of any investment
decision, nor should it be treated as a
recommendation for any investment.
Although endeavours have been

made to provide accurate and timely
information, Goldmine Media cannot
guarantee that such information is
accurate as of the date it is received or
that it will continue to be accurate in the
future. No individual or company should
act upon such information without
receiving appropriate professional
advice after a thorough review of their
particular situation. We cannot accept
responsibility for any loss as a result of
acts or omissions.

PROFESSIONAL
FINANCIAL
ADVICE YOU
CAN TRUST

What are your investment
goals? The pursuit of a long-
term financial goal begins

with professional financial
advice. Armed with a deep
understanding of your distinctive
needs, we can help you plan
and execute strategies, to meet
your objectives today, tomorrow
and for generations to come.

To discuss your options, please
contact us.
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