General Comments
 

The investment manager is faced with the daily challenge of maximizing his profits but at the same time minimizing his risks.

 

During the first phase of the investment game, diversity in your portfolio (basket of investments) would have paid off for the investors as the financial markets, both here and overseas, behaved differently.
 

The Philippine Stock market peaked at about 1,819.03 or 3.23% end-October but the news on a possible credit rating downgrade by Moody’s sent the index to a low of 1,742 or a loss of 1.1% from when the investment game started in October 22, 2004.
 

The US stock market on the other hand, moved with less volatility as compared to the Philippine stock market. Moving more steadily, the S%P 500 peaked with an increase of 8 % and still managed to end the period with a 6.8% gain. 
 

Sudden, sometimes even unexpected news cause price movements in the financial markets. It is still best to keep investments spread out in several stocks or bonds so as to keep your risks low. Certain factors like oil price may affect most companies but not necessarily in the same way. In this case, non-oil companies benefited most after oil prices went back to the $48 level. So if you had invested in consumer-related companies you would have taken advantage of this price swing. BUT, what if oil prices continued to go up? Then these same investments would have translated to losses in your investments. 
 

Strategy Reminders

 

1.      Spread out your risks – DIVERSIFY your investments. Minimize risk by putting your money in a basket of investments that behave differently in varying market conditions. 
2.      It is always a bad idea to keep your money in cash (unless you plan to withdraw the money). Rather than keeping investments in cash, it may be wiser to shift the money to relatively low risk investments such as bond funds that still give higher interests.
3.      Monitor your investments and the markets regularly – don’t stay stuck in what you have if you feel you have better opportunities elsewhere. More often than not, staying in touch with the markets and reacting towards the changes improves your investment portfolio structure, either in terms of risk and/or profit
